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Oil 1nc

Oil prices will remain high – middle east instability and shaky global economy will keep high prioces afloat

The Daily times 6/25/11, ( The daily times is a Pakistani news agency, “ Crude oil prices witness a surge amid uprising in MENA”. http://www.dailytimes.com.pk/default.asp?page=2011\06\25\story_25-6-2011_pg5_7. 6.25.2011, Google. AW)

ISLAMABAD: Amid popular uprising in the Middle East and North Africa (MENA) region and turbulence in currency markets, crude oil prices remained on the higher side in the outgoing FY11. With almost one week remaining, WTI and Arab crude, benchmark for Pakistan, oil prices during FY11 have surged by 22% and 52%, respectively, says a press release issued here on Friday. Most importantly, a sharp increase in Arab gulf crude as compared to WTI is indicative of changing demand pattern of international oil markets. On the local front, the rise in the international oil price unleashed the pricing Pandora where government attempted various measures including reducing Petroleum Levy (PL), fixing OMC margins and abolishing wharfage & incidental charges to keep the domestic oil prices in check. Despite all the measures local oil products prices grew by 28%-60% with diesel and petrol prices touching all-time highs in May 2011. International crude oil & products market in FY11 once again was marked with high volatility in the intentional oil prices primarily on account of political unrest in Middle East and uncertainty surrounding the global economic recovery. Where, WTI crude prices jumped by 22% on closing day basis, average prices stood at $89 per barrel (up 19% YoY). On the other hand, Arab light crude oil prices—a benchmark crude for local energy companies, rose by a massive 52% during FY11 whereas average price stood at $91 per barrel (up 24% YoY). It is expected that global oil market will display high volatility on account of divergent views regarding the global economic health. However, based on prevalent trends oil prices are expected to remain firm around the levels of $96 per barrel in FY11. Our long-term oil prices assumption remains $90 per barrel. In turn, firm oil prices are expected to bode well for E&P and refinery sector, while being a source of inventory gains for OMCs. ppi
***insert link - - -  plan causes decrease reliance on oil or causes shift to renew/alt energy

Even a small change in oil ushered by renewables could plummet prices

Carey 2003 (John, Business Week, Taming the Oil Beast, Feb 24) 

Yet reducing oil use has to be done judiciously. A drastic or abrupt drop in demand could even be counterproductive. Why? Because even a very small change in capacity or demand “can bring big swings in price” explains Rajeev Dhawan, direction of the Economic Forecasting Center at Georgia State University’s Robison College of Business. For instance, the slowdown in Asia in the mid-1990s reduced demand only by about 1.5 million bbl. A day but it cause oil price to plunge to near $10 a barrel. So today, if the U.S. succeeded in abruptly curbing demand for oil prices would plummet. Higher cost producers such as Russia and the US would either have to soil oil at a big loss or stand on the sidelines. The effect would be to concentrate power  you guessed it in the hands of Middle Eastern nations, the lowest-cost producers and holders of two thirds of the known oil reserves. That’s why flawed energy policies, such as trying to override market forces by rushing to expand supplies or mandating big fuel efficiency gains, could do harm. 

Lower oil prices devastate the Russian economy.

The National Interest, Summer 2003. “A low, dishonest decadence - Letter from Moscow,” http://findarticles.com/p/articles/mi_m2751/is_72/ai_105369906/pg_1.

The improved  appearance of Moscow (although not the rest of the country) is  indisputable, but it is mainly a product of the high price of oil. Every  dollar difference in the price of oil translates into roughly $1 billion in  budget revenue; a high price for oil has therefore become the key to the  government's ability to balance the budget, pay state employees and repay  Russia's foreign debt. If the price should fall significantly and stay  relatively low, as it did in much of the 1980s and 1990s, Russia will be  plunged into a severe economic crisis.
Russian economic collapse causes a civil war that escalates and goes nuclear

Steven David, political scientist, FOREIGN AFFAIRS, January/February 1999, p. http://www.foreignaffairs.org/19990101faessay955/steven-r-david/saving-america-from-the-coming-civil-wars.html
If internal war does strike Russia, economic deterioration will be a prime cause. From 1989 to the present, the GDP has fallen by 50 percent. In a society where, ten years ago, unemployment scarcely existed, it reached 9.5 percent in 1997 with many economists declaring the true figure to be much higher. Twenty-two percent of Russians live below the official poverty line (earning less than $ 70 a month). Modern Russia can neither collect taxes (it gathers only half the revenue it is due) nor significantly cut spending. Reformers tout privatization as the country's cure-all, but in a land without well-defined property rights or contract law and where subsidies remain a way of life, the prospects for transition to an American-style capitalist economy look remote at best. As the massive devaluation of the ruble and the current political crisis show, Russia's condition is even worse than most analysts feared. If conditions get worse, even the stoic Russian people will soon run out of patience. A future conflict would quickly draw in Russia's military. In the Soviet days civilian rule kept the powerful armed forces in check. But with the Communist Party out of office, what little civilian control remains relies on an exceedingly fragile foundation -- personal friendships between government leaders and military commanders. Meanwhile, the morale of Russian soldiers has fallen to a dangerous low. Drastic cuts in spending mean inadequate pay, housing, and medical care. A new emphasis on domestic missions has created an ideological split between the old and new guard in the military leadership, increasing the risk that disgruntled generals may enter the political fray and feeding the resentment of soldiers who dislike being used as a national police force. Newly enhanced ties between military units and local authorities pose another danger. Soldiers grow ever more dependent on local governments for housing, food, and wages. Draftees serve closer to home, and new laws have increased local control over the armed forces. Were a conflict to emerge between a regional power and Moscow, it is not at all clear which side the military would support. Divining the military's allegiance is crucial, however, since the structure of the Russian Federation makes it virtually certain that regional conflicts will continue to erupt. Russia's 89 republics, krais, and oblasts grow ever more independent in a system that does little to keep them together. As the central government finds itself unable to force its will beyond Moscow (if even that far), power devolves to the periphery. With the economy collapsing, republics feel less and less incentive to pay taxes to Moscow when they receive so little in return. Three-quarters of them already have their own constitutions, nearly all of which make some claim to sovereignty. Strong ethnic bonds promoted by shortsighted Soviet policies may motivate non-Russians to secede from the Federation. Chechnya's successful revolt against Russian control inspired similar movements for autonomy and independence throughout the country. If these rebellions spread and Moscow responds with force, civil war is likely. Should Russia succumb to internal war, the consequences for the United States and Europe will be severe. A major power like Russia -- even though in decline -- does not suffer civil war quietly or alone. An embattled Russian Federation might provoke opportunistic attacks from enemies such as China. Massive flows of refugees would pour into central and western Europe. Armed struggles in Russia could easily spill into its neighbors. Damage from the fighting, particularly attacks on nuclear plants, would poison the environment of much of Europe and Asia. Within Russia, the consequences would be even worse. Just as the sheer brutality of the last Russian civil war laid the basis for the privations of Soviet communism, a second civil war might produce another horrific regime. Most alarming is the real possibility that the violent disintegration of Russia could lead to loss of control over its nuclear arsenal. 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.

2nc impact calc – russia 

Oil price drops will cause russian economic collapse – 1) Russia will be unable to pay its military structure, this means nuclear weapons can be purchased for cash and an aggressive china will seize the opportunity to chrush a disheartened Russian military.  2.) economic decline will induce stability – 

And, instability risk nuclear war 

Dimitri Simes, Senior Associate, Carnegie Endowment for International Peace, “The Return of Russian History,” FOREIGN AFFAIRS, January/February 1994, p. 67+, LN.

For the United States, neither Yeltsin's political future nor even the future of Russian democracy should be ends in themselves. What the United States needs most in its greatly weakened but still potentially formidable superpower rival is a combination of domestic stability and a system of checks and balances. Stability is important for a nation with thousands of nuclear weapons and continuing territorial tensions with its newly independent neighbors. Too much disunity in Russia (as appealing as it is to those who "love" that country so much that they would prefer to see several Russias) increases the likelihood of a civil war that could easily engulf most, if not all, of the post-Soviet states, creating not only nuclear and environmental disasters but a grave threat to world peace as well. Thus, it is in the U.S. interest to have a government in Moscow that is strong and determined enough to draw the line and to prevent centrifugal, separatist trends from going out of control.

This is most probable scenario for nuclear war – will engulf the United States

Steven David, Professor of Political Science, Johns Hopkins University, “Saving America From the Coming Civil Wars,” FOREIGN AFFAIRS, v 78 n 1, Jan/Feb 1999, LN.

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

Pry 99 (Peter Vincent, Former US Intelligence Operative, War Scare:  U.S.-Russia on the Nuclear Brink, 

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. 

And, declining economy risk nuclear meltdowns – terror strikes and machinery not taken care of – risk extinction 

Harvey Wasserman (Senior Editor – Free Press) Spring 2002 Earth Island Journal, www.earthisland.org/eijournal/new_articles.cfm?articleID=457&journalID=63)

The intense radioactive heat within today's operating reactors is the hottest anywhere on the planet. Because Indian Point has operated so long, its accumulated radioactive burden far exceeds that of Chernobyl. The safety systems are extremely complex and virtually indefensible. One or more could be wiped out with a small aircraft, ground-based weapons, truck bombs or even chemical/biological assaults aimed at the work force. A terrorist assault at Indian Point could yield three infernal fireballs of molten radioactive lava burning through the earth and into the aquifer and the river. Striking water, they would blast gigantic billows of horribly radioactive steam into the atmosphere. Thousands of square miles would be saturated with the most lethal clouds ever created, depositing relentless genetic poisons that would kill forever. Infants and small children would quickly die en masse. Pregnant women would spontaneously abort or give birth to horribly deformed offspring. Ghastly sores, rashes, ulcerations and burns would afflict the skin of millions. Heart attacks, stroke and multiple organ failure would kill thousands on the spot. Emphysema, hair loss, nausea, inability to eat or drink or swallow, diarrhea and incontinence, sterility and impotence, asthma and blindness would afflict hundreds of thousands, if not millions. Then comes the wave of cancers, leukemias, lymphomas, tumors and hellish diseases for which new names will have to be invented. Evacuation would be impossible, but thousands would die trying. Attempts to quench the fires would be futile. More than 800,000 Soviet draftees forced through Chernobyl's seething remains in a futile attempt to clean it up are still dying from their exposure. At Indian Point, the molten cores would burn uncontrolled for days, weeks and years. Who would volunteer for such an American task force? The immediate damage from an Indian Point attack (or a domestic accident) would render all five boroughs of New York City an apocalyptic wasteland. As at Three Mile Island, where thousands of farm and wild animals died in heaps, natural ecosystems would be permanently and irrevocably destroyed. Spiritually, psychologically, financially and ecologically, our nation would never recover. This is what we missed by a mere 40 miles on September 11. Now that we are at war, this is what could be happening as you read this. There are 103 of these potential Bombs of the Apocalypse operating in the US. They generate a mere 8 percent of our total energy. Since its deregulation crisis, California cut its electric consumption by some 15 percent. Within a year, the US could cheaply replace virtually all the reactors with increased efficiency. Yet, as the terror escalates, Congress is fast-tracking the extension of the Price-Anderson Act, a form of legal immunity that protects reactor operators from liability in case of a meltdown or terrorist attack.  Do we take this war seriously? Are we committed to the survival of our nation?  If so, the ticking reactor bombs that could obliterate the very core of our life and of all future generations must be shut down.  

Russia-China war

Alexander Sharavin (Director of the Political and Military Analysis Institute) October 1 2001, What The Papers Say (Russia), Nezavisimoe Voennoe Obozrenie, No. 28, “The Third Threat,” Translated by Andrei Ryabochkin

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. An aforementioned prospect is, undoubtedly, rather disagreeable and we would not like to believe it can be true. However, it is a realistic prospect - just like a war against NATO or Islamic extremists.
Prolif

Stuart Taylor Jr (National Journal senior writer, contributing editor at Newsweek) September 16 2002, Legal Times, “Worry about Iraq’s intentions, but focus on the bigger threat: nuclear weapons controlled by any terrorist or rogue state,” 

Unless we get serious about stopping proliferation, we are headed for “a world filled with nuclear-weapons states, where every crisis threatens to go nuclear,” where “the survival of civilization truly is in question from day to day,” and where “it would be impossible to keep these weapons out of the hands of terrorists, religious cults, and criminal organizations.” So writes Ambassador Thomas Graham Jr., a moderate Republican who served as a career arms-controller under six presidents and led the successful Clinton administration effort to extend the Nuclear Nonproliferation Treaty.

***uniqueness***

Prices high

Oil prices rising despite release of reserves

Hargreaves, 6/30 (Steve Hargreaves, staff writer for CNN Money, June 30, 2011, “Oil Prices Rising A Week After SPR Release”, http://www.wpxi.com/automotive/28406828/detail.html, AD: 7/3/11, SL)
Oil prices have surged in the last few days and are now less than a dollar from where they were when President Obama made the controversial decision to tap the nation's strategic reserve last Thursday. On Thursday, West Texas Intermediate crude edged lower to $94.27 a barrel. But that's still nearly $5 higher than last week, when prices fell over 4% following the oil release announcement. Oil's stubborn refusal to trend lower since the United States and other industrialized nations announced they would flood the oil market with 60 million barrels of fuel over the next 30 days is raising questions over what's driving the market -- fundamentals or pure speculation?
Oil prices rise in the long run—reserves are finite

Mason and White, 6/26 (Rowena Mason and Garry White, staff writers for The Telegraph, June 26, 2011, “The IEA cannot hold back the tide of higher oil prices”, http://www.telegraph.co.uk/finance/commodities/8599850/The-IEA-cannot-hold-back-the-tide-of-higher-oil-prices.html, AD: 7/3/11, SL)
Caroline Bain, of the Economist Intelligence Unit, says: "Although the immediate impact of the IEA's reserve release will be to depress prices, in the more medium term, it could actually be bullish for prices. Reserves are finite and cannot be released for ever. Helen Henton, of Standard Chartered, agrees that the release of strategic stocks will weigh on prices near-term but this effect may not be long-lived. "It is just a short-term measure designed to bridge a gap in supplies," she says in a report. "The move will likely undermine confidence in Opec's ability to supply the market in the longer term." "But in almost every scenario for the next five years, limited global oil supply growth will likely mean higher-for-longer prices. So if Libya doesn't come back on line soon, the oil market could tighten sharply in 2012."
Oil prices rising in the long run—demand rising

Taylor, 7/2

(Fabrice Taylor, s award-winning financial journalist and analyst, July 2, 2011, “Politics aside, expect oil prices to rise”, http://www.winnipegfreepress.com/opinion/columnists/politics-aside-expect-oil-prices-to-rise-124904419.html, AD: 7/3/11, SL)

Politics is an oily business. But oil is a political business. If you're wondering why the International Energy Agency and the United States decided to release 60 million barrels of oil from their strategic reserves, rest assured that politics has something to do with it. It worked, for a week. Oil prices tumbled, and the shares of oil producers with them. But oil prices are back where they were and likely to go up. The fact is the world consumes about 85 million barrels of the stuff every day, so releasing 60 million barrels doesn't do much to tilt the supply-demand balance. Over time, there's not much bureaucrats and politicians can do to stop the rise of oil. The United States, which is so severely sensitive to oil prices, can and will likely introduce policies to encourage other forms of energy use -- electric cars and more natural gas use, for example. In fact, it's doing that now. But any drop in U.S. demand will be taken up and then some by growing demand in Asia. Oil prices are not coming down over time. Yes, if we have another recession they will. But otherwise they can only go up. The pattern will be saw-toothed, of course -- sharp moves up followed by equally sharp ones down.
Oil prices rising in long run—rising global demand

Kahn, 6/24

(CHRIS KAHN, AP energy writer, June 24, 2011, “Drivers catch a break as gasoline prices fall”, http://www.google.com/hostednews/ap/article/ALeqM5jQikinruv9RabIyT35jm3h5HiNjA?docId=3ac6cdeb210b4af69e2a2f2f4c6d4371, AD: 7/3/11, SL)
Energy economists and Wall Street investment bankers caution that oil is likely to rise above $100 again next year, particularly if oil producers struggle to meet rising global demand. Hurricanes in the Gulf of Mexico or further unrest in the Middle East could also boost prices. Agarwal expects gasoline prices will return to a range of $3.50 to $3.75 per gallon by the end of the year. Goldman Sachs and other investment banks predict oil will rebound next year to levels that would push gasoline above $4 for the first time since 2008. "If you're asking whether gasoline could be $3.50 or higher forever, the answer is yes," said oil analyst Andrew Lipow. "People will have to make some adjustments."
The Price of Oil is increasing now

Scherer, June 30 2011 Ron Scherer, Staff writer, Oil prices go up, but gas prices go down what’s going on?, http://www.csmonitor.com/Business/2011/0630/Oil-prices-go-up-but-gas-prices-go-down.-What-s-going-on,LM)

One clear indication of the strength of the oil market should come shortly when the Department of Energy announces which bids it will accept, at what price, for 30 million barrels of oil – the US share of the petroleum-reserve release. (The International Energy Agency is also releasing 30 million barrels.) “We may not need the oil now,” she says. “If the auction is underperforming, do they ask for more bids in July?” While the price of oil has moved back up, the price of gasoline has continued to drop. In the past week, the price at the pump has gone down another 7 cents a gallon, with the national average now about $3.54 a gallon, according to AAA, the motorists’ club. The price of gas is now about 44 cents a gallon lower than its peak in May, but it’s still about 80 cents a gallon more expensive than last year. Then again, gasoline prices have almost bottomed out for the summer, Mr. Kilduff says. “We need crude oil below $90 a barrel to sustain these levels,” he says. On Thursday, the price of crude was about $95.65 a barrel on the futures market. “The daily price declines at the pump will come to a screeching halt,” he says.
Prices high – trending up

Oil prices higher- trending to $150

Epstein, July 2, 2011 [Gene,“Get Ready for $150 Oil”, http://online.barrons.com/article/SB50001424053111903617204576411791590055646.html?mod=TWM_pastedition_1#articleTabs_panel_article%3D1, MD]

The U.S. economy is never completely ready for higher oil prices, which is one reason they take a nasty economic toll when they arrive. But readiness can be enhanced by awareness of the likely outlook for petroleum prices–and the outlook today is relatively grim, although probably not disastrous. Despite the recent 20% decline from April highs, new highs on crude, heating oil, diesel fuel, jet fuel and gasoline seem likely over the next 12 months. Following some further easing over the summer, the second leg of the long-term bull market in petroleum–the first occurred in 2007-08–probably will begin this fall. As oil producers' spare capacity gradually declines to worrisome levels, the average monthly price could reach a record $150 per barrel by next spring, with spikes to $165 or $170. With this, $4.50-a-gallon gasoline will become the norm. That will put a huge dent in consumer wallets, while ramping up the desirability of fuel-efficient cars. View Full Image Ann Elliott Cutting for Barron's The continued short-term easing of oil prices should benefit the economy over the summer, only to exact a much larger payback later. The projected oil shock of spring 2012 will hurt the economic expansion, but not kill it, pruning about 1.5 percentage points from quarterly growth in real gross domestic product. While painful, this forecast isn't quite as extreme as it might appear. Short-lived price spikes and troughs make for frenzied headlines in newspapers and on the Internet as well as for hysterical talking heads on radio and TV, but what matters for the economy are average prices over at least a few months. Barron's estimates that the effective price of crude was about $110 in this year's second quarter, which just ended. So a projected increase to $150 by the second quarter of next year assumes a rise of $40. Oil is likely to stay at $150 for several months, before the promise of greater supply brings a gradual easing. The $110 price estimate comes from taking the midpoint between the market price on West Texas Intermediate oil traded on the New York Mercantile Exchange in New York and on Brent crude traded on the Intercontinental Exchange in London. While the recent unusual 10%-15% premium of Brent over WTI, which actually is of higher quality, has puzzled many analysts, those Barron's polled agree that the lower price on WTI is potentially misleading. According to Credit-Suisse energy analyst Joachim Azria, the U.S. is mainly paying the West Texas Intermediate price, but the cost of gasoline and diesel and jet fuel reflects the higher Brent price. James Hamilton, an economics professor at the University of San Diego, has studied the effect of oil shocks on the economy. He suggests using a midpoint between Brent and WTI to capture the effective price. That's what we've done. Still, even a $40 rise, to $150, by next spring differs by several country miles from the oil market's own implied price outlook. Last week, futures contracts for June 2012 delivery of WTI crude were trading around $99, while Brent crude for June 2012 delivery was commanding just $112. Steve Briese, publisher of the Bullish Review of Commodity Insiders newsletter and Website, says that commercial hedgers–who deal in the underlying commodity and thus have lots of professional experience in these matters -- are "overwhelmingly bearish" and are putting their money where their convictions are. They currently have a record net short position on the Nymex futures and options market. Because history shows that the hedgers often have been right, Briese concludes that the "short profit potential is enormous." View Full Image While Barron's sees some short-selling potential this summer, it's not "enormous." And with all due respect to the expertise of the commercial hedgers, even pros can be wrong. We think this is a great buying opportunity for bulls on petroleum. Cornerstone Analytics oil analyst Michael Rothman, with more than 25 years' experience calling the market, foresees an extended price plateau of $170. In support of his view, Rothman cites a comment made by Nobuo Tanaka, executive director of the International Energy Agency, the Paris-based organization that represents oil-consuming nations. Tanaka spoke on June 23, when the IEA helped cause a selloff in the petroleum market by announcing that 60 million barrels were being released from strategic reserves held by the U.S. and 27 other countries. (For more on the effects of this move, see Commodities Corner column.) The markets seemed quite impressed by this infusion, even though it amounted to just a little over two-thirds of the nearly 90 million barrels the world consumes each day. At that rate of daily off-take, the total emergency stocks held world-wide, 1.6 billion barrels, come to only about 18 days of supply. Far more important is the ability of producing nations to meet needs, month after month. The ostensible reason for releasing the 60 million barrels was to help replace the loss of production from war-torn Libya. But Tanaka, who not surprisingly said that he had been in "close consultation" with "major producing countries," also linked the decision to concern about spare capacity within the Organization of Petroleum Exporting Countries, and especially from its largest producer, Saudi Arabia. While welcoming increased production from this source, he cautioned that it "will take time" to come on line. Comments Rothman: "Read between the lines. This raises the specter that the Saudis might have a problem raising their output." The Barron's projection assumes that the Saudis will ramp up output this month, and that prices will continue to ease as a result. Another oil bull, Morgan Stanley's commodity research head Hussein Allidina, sees this only furthering the decline of OPEC's spare capacity to "untenable levels," and especially in the land that Allidina dubs the "kingdom of spare capacity" -- Saudi Arabia. While Allidina is more cautious than Rothman -- his most bullish scenario projects a Brent average price of about $140 through next year -- their broad concerns are similar. Author of a September 2009 report called "Crude-Oil Balances to Tighten Again by 2012," Allidina foresaw the process by which unused capacity would eventually be reduced to puny levels, sparking higher prices. THERE ARE FOUR MAIN PLAYERS in the global oil drama. On the demand side are the nations of the Organization for Economic Cooperation and Development, which includes the U.S., Canada, Japan, Australia, New Zealand and most of Europe. And there are the non-OECD nations, which include India and China, currently in a phase of rapid economic growth. On the supply side is OPEC, which includes Libya, Iraq and Saudi Arabia, and non-OPEC nations, including Norway, Mexico and the former Soviet Union. The dynamics of both the first (2007-08) leg of the bull market and the second leg, likely to begin this year, are essentially the same. The thirst for oil by non-OECD nations puts pressure on supply, and the increase in output from non-OPEC producers is inadequate to quench this demand. Since 2000 -- despite the post-9/11 economic downturn, the global stock-market swoon of the early 2000s, the 2008 financial crisis and the 2008-2009 Great Recession -- global oil consumption has advanced by a yearly average of 1.1 million barrels per day, while non-OPEC output has risen by a yearly average of less than 0.6 million per day. In 2000, non-OECD demand amounted to 37.7%, or a little over a third, of the world's consumption; now, it amounts to 48.5%, or nearly half. View Full Image The upswing in demand is adding urgency to concern about the availability, or lack thereof, of spare capacity, technically defined as crude that can be produced on a sustained basis within 30 to 45 days. Perhaps the most important thing to know about spare capacity is that only the OPEC producers have any. The non-OPEC gang is probably already pumping out all it can. The 2007-08 bull market in oil peaked with an average monthly price of a record $133.40, reached in July 2008, with a short-lived spike, to $147, on July 11. While that oil shock certainly worsened the Great Recession, which struck early in 2008, the economic contraction would have happened anyway, since its main cause was the bursting of the housing bubble. The causality also went the other way, however. The recessions in the OECD countries, including the U.S., Germany and Japan, meant weakened demand for oil that placed some drag on the uptrend and eventually helped sink the price of petroleum. The coming second leg of the bull market, in contrast, will be sustained by steady, if modest, economic growth in the OECD world. The consensus estimate from the economists surveyed for the Blue Chip Economic Indicators is for real gross domestic product growth of 3% in the U.S. over the next four quarters, moderate growth in Germany and the U.K. and a resumption of growth in earthquake-ravaged Japan by next year. Even if Chinese economic expansion slows–a focus of some disagreement among prognosticators -- non-OECD demand should continue to expand faster than demand from OECD countries. Result: The squeeze on spare capacity will be greater than ever before. WORRIES OVER SPARE CAPACITY have been exacerbated by the civil war in Libya, which has taken 1.5 million barrels a day out of the supply stream. On the other hand, the OPEC meeting that broke up early last month with no formal deal to increase quotas was of no great concern in itself, because OPEC members had been openly exceeding quotas already. More importantly, the Saudis signaled their willingness to boost output from nine million barrels a day to more than 10 million this summer. Assuming that the Saudis can meet their commitment on a timely basis, OPEC's spare capacity will still continue to decline. Result: higher oil prices. One reason the U.S. is less susceptible to an oil shock than it used to be is that, for every dollar of nominal GDP, it consumes less oil than it once did. The top chart on this page -- in which the 2011-12 data are an average of WTI and Brent -- shows that the projected monthly average of $150 per barrel would be a record high, even though all historical prices are adjusted to 2011 dollars. For example, the actual monthly high of $39.50 through April-June 1980 comes to $93.50 in today's dollars, as the chart shows. But the $150 price peak will not mean peak consumption in the U.S., when measured as a percentage of gross domestic product. As the bottom chart shows, spending on crude accounted for 9.5% of nominal GDP for a few months in 1980. That's substantially higher than the estimated 7% if oil hits $150, as we expect it to. Why will the toll be lower? One big factor: Since 1980, an even larger share of America's gross domestic product comes from services rather than goods. Producing more services generally requires less energy than making more widgets does. Also, the use of oil in heating and in electricity-generation has greatly declined. In 1980, 56% of all crude purchased in this country powered vehicles (planes, cars, trucks, buses, farm equipment), while today, 70% is used for that purpose, according to the U.S. Energy Information Administration. In addition, the fuel efficiency of the U.S. ground fleet, measured in total vehicle-miles per gallon, is much higher now than it was 31 years ago. However, given Americans' appetite for SUVs and for cars with six- and eight-cylinder engines, fuel efficiency leveled off in the late 1990s, and has made no progress since then. Underlying this splurge has been complacency over oil prices. As the price chart on this page shows, apart from the brief spike in 1991, post-1980 oil prices were pretty stable for more than 20 years, until the first leg of the bull market began in 2007. Price punishment of the sort we anticipate next spring could restart serious progress in fuel efficiency. But with new auto sales running at about an 11 million annual rate and the American light-vehicle fleet now numbering about 250 million, significant improvement will take awhile. The assumed 1.5 point drag on growth from the $40 price hike balances various factors. The main impact would be on the consumer. Because gasoline is a necessity for many people -- they have no alternative to driving to work -- and since it's tough to quickly reduce the amount consumed by very much, funds allocated to it must come from somewhere else. And that somewhere else could be savings or money that otherwise would be spent on clothes, restaurant meals, movies or iPads. Estimating the consumption effect, Bank of America Merrill Lynch economist Neil Dutta calculates that every $10 price rise normally trims GDP growth by 0.25 of a percentage point, which means $40 lops off a full point. (Of course, the dynamic also goes the other way when prices fall, as will happen this summer, benefiting consumer spending and growth.) Oil at $150 a barrel would, of course, hurt businesses, too. As the cost of jet fuel soars, airlines will boost fares. That could reduce passenger traffic, leading the companies to cut flights, reducing economic activity. And, as San Diego's Hamilton notes, there is the added risk that companies, anticipating shortfalls in consumer spending, will reduce hiring, causing a multiplier effect that could worsen a bad situation. Morgan Stanley oil bull Allidina believes the 2012 Brent price that will ration demand is about $130 for his baseline forecast. Oil analyst Michael Rothman sees a two-tiered market: $130 would ration demand in OECD countries, but nothing less than $170 is required for "demand destruction" in non-OECD nations. And $170, as noted earlier, is Rothman's price target. Barron's believes that non-OECD demand could be more price-sensitive than Rothman assumes. For one thing, a $150 price could motivate governments to delay projects like the building of new roads, which require a lot of oil. For another, there is the stark fact that non-OECD countries are poorer than OECD countries. While it makes some sense that their hunger for "black gold" will motivate them to pay even more for it than their richer counterparts, the lash of $150 crude will decrease their willingness to pay. View Full Image IS THE WORLD RUNNING OUT OF OIL? Probably not. Libya can eventually bring 1.5 million barrels back on stream. There is huge potential from Iraq, even greater potential from Saudi Arabia itself -- and closer to home, more supply could come from ending the de facto moratorium on drilling in the Gulf, and from tapping Alaska's wildlife reserve. Crude at $150 will likely encourage these and other sources of supply, bringing a gradual pullback. But none of this is like to help much by spring 2012. Get ready for higher oil prices. 

Russian econ high

Russian economy is rebounding

IFW 11 (Freight and Logistics News Service, “Forwarders slam Russian ports”, http://www.ifw-net.com/freightpubs/ifw/index/forwarders-slam-russian-ports/20017877777.htm, 8-June,)

The Russian economy is forecast to grow at over 4% this year. Trade volumes with Western Europe are among the fastest growing in Europe, but forwarders contacted by IFW said more investment in processes and facilities was required to facilitate increased trade. Lisa Hemmings, Manager of FS Mackenzie International’s Russian/CIS Department, said out-dated customs procedures at ports were driving up operating costs with regulations varying by location and by cargo. Stefan Karlen, Area Manager Black & Caspian Sea at Panalpina, said Russian gateways were generally more expensive than ports in most of the rest of Europe both on terminal handling and demurrage charges. “Service levels at different ports differ from shipping line to shipping line,” he added. “Close, regular monitoring of entry ports is necessary in case unforeseen events such as natural disasters or congestion negatively impact the operation and thus service and timing.” Hemmings agreed it was important to have staff on the ground at key locations to deal with local difficulties. “It is paramount to have an office in St Petersburg,” she said. “Through our own office there we are able to work with the port closely and have our staff available to go to the port to resolve any potential problems that may arise.” Leineweber said the strong drive towards containerisation would slowly improve efficiency, however, and with increased container handling capacity Russia’s key ports at St Petersburg, Vladivostok and Novorossiysk would eventually become more competitive. 

Russian ecnomomy rebounding from 2010 losses

CIA 2011 (“The World Factbook”, https://www.cia.gov/library/publications/the-world-factbook/geos/rs.html, 09-June)

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

Link – SPS

Solar Powered Satellites spur alternative energy

Edmonton Journal 6/13 (6/13/11 "Solar Satellites: The Key to Green Energy" Accessed: 7/3/11 http://www.edmontonjournal.com/technology/Solar+satellites+green+energy/4933251/story.html GR)
With gas prices on the rise, the race is on for cheap alternative fuel sources, including solar power, but amid a wash of criticism, the solar industry may not even be in the running. The major criticisms against solarpower facilities, such as wind farms, are unreliability and inefficiency. Solar power depends on environmental factors beyond human control and that makes investors anxious. These facilities also require areas with high amounts of sunlight, usually hundreds if not thousands of acres of valuable farmland and all for relatively little power production. This is why, in the 1960s, scientists proposed solar-powered satellites (SPSs). SPSs have about the most favourable conditions imaginable for solar energy production, short of a platform on the sun. Earth’s orbit sees 144 per cent of the maximum solar energy found on the planet’s surface and takes up next to no space in comparison to land-based facilities. Satellites would be able to gather energy 24 hours a day, rather than the tenuous 12-hour maximum that land-based plants have, and direct the transmitted energy to different locations, depending on where power was needed most. 

SPS threatens the future of oil 

Ralph H. Nansen, Solar Space Industries, January 1996 Wireless Power Transmission: The Key To Solar Power Satellites IEEE AES Systems Magazine

http://electricalandelectronics.org/wp-content/uploads/2008/10/00484148_2.pdf (date accessed 7/3/11) (ott)

The concept of the Solar Power Satellite energy system is to place giant satellites, covered with vast arrays of solar cells, in geosynchronous orbit 22,300 miles above the Earth's equator. Each satellite will be illuminated by sunlight 24 hours a day for most of the year. Because of the 23" tilt of the energy efforts. Consolidation of responsibility was completed when the Department of Energy was formed in 1977. T h e Department of Energy developed a comprehensive program that concentrated on four areas: 1) technical feasibility; 2) environmental impact; 3 ) societal impact; and 4) cost comparison. NASA was responsible for the technical studies and DOE retained responsibility for the others as well as overall program management. Funding for 3 years was $19.5 million. At the end of three years of studies all participating organizations - the major aerospace companies and their subcontractor teams, the Environmental Protection Agency and their research scientists from universities and research institutes, concerned citizen groups representing organizations both supporting and opposing the concept, research scientists from technology development companies, and economists - assembled in Lincoln, Nebraska, in April of 1980 to report on their findings. The conclusion of the conference was that there was no technical reason why the satellite system should not be developed and that the potential benefits were very promising. However, by 1980 the oil crisis of 1973-74 appeared to be over and nearly forgotten. Concerns over the size and cost of the program, opposition to the concept from the established energy industry who saw it as a threat to their future, and opposition of the Carter administration to large programs, resulted in the order to stop all further work in the summer of 1980. Since that time there has been no significant organized system development work on the concept in the United States. The public has forgotten that there is an energy system that could replace oil, coal, and nuclear power; an energy system that would have unlimited capacity, be environmentally clean, and, in time, would result in energy costs much below those of fossil fuels o r nuclear. With Solar Power Satellites, the cost of electricity by the year 2050 would be between 15 and 70 times less than with fossil fuels or nuclear. Development of enabling technologies, such as solar cells and wireless energy transmission, has continued for other applications, making the concept even more technically and financially sound today. Also during this time system definition and design has been initiated in foreign countries. Japan is now committed to the development of Solar Power Satellites with the ultimate goal of producing 30% of global energy needs by 2040, most of it for export.

SPS will replace oil as primary energy source

Ralph H. Nansen, Solar Space Industries, January 1996 Wireless Power Transmission: The Key To Solar Power Satellites IEEE AES Systems Magazine

http://electricalandelectronics.org/wp-content/uploads/2008/10/00484148_2.pdf (date accessed 7/3/11) (ott)

T h e solution to the problems will require a new energy source to replace oil and coal and become the primary energy source for the future. I t cannot b e a solution only for America, but must be able to solve global problems also. T o accomplish this the next energy source must satisfy some very basic criteria. First, it must be nondepletable, so it will not have to be relplaced by the next generation. Second, it must be low cost, or it will not b e developed to produce large quantities of energy. Third, it must be environmentally clean, so the Earth is no1 destroyed a s we develop. Fourth, it must become available to everyone on Earth if war is to be avoided. Fifth, i t must be in a useful form so i t can support the developing societies a s they emerge as well as the developed nations. These f ive criteria are simple but challenging to satisfy: Nondepletable Low cost Environmentally clean Available to everyone In a usable form T h e solution to the problems described above can be accomplished by the development of Solar Power Satellites. The Solar Power Satellite system is the only energy source with known technology that can meet the criteria for a viable major new energy source and move the world into the fourth era of energy. There are two primary paths that can be followed to develop Solar Power Satellites. One is a government program and the other is commercial development with some government support. In 1980 the only conceivable option wa s a massive government sponsored and funded program. Thi s was one of the primary reasons the program was stopped. Today that is no longer the case. Advances in the enabling techriologies along with significant infrastructure development now make possible commercial development of the program with some government support.
Increased SPS demand kills fossil fuel

Jimmy Eriksson, Professional freelancer in Green Technology and Scientific Development. Educational background in the field of Human Resources Management, 3/27/10 Overview of Space Solar Energy, 

http://www.renewablepowernews.com/archives/1170 (date accessed 7/3/11) (ott)

The demand for solar power satellites is expected to become more common in the future. Some people estimate that by 2050 there will be around 10 billion people where 85 percent will be in developed countries. The future might leave typical fossil fuel behind. The challenges of climate change are giving polluting sources of energy a very dreadful connotation. The greatest pressure for new sources of energy is the exhaustibility of conventional sources such as natural gas, oil and coal. 
SBSP will reduce dependence on oil. 

Roy Choudhury, 7' Nishi, (Freelance writer, went to University of Calcutta ), " Space-Based Solar Power can reduce oil dependence and carbon footprints" October 15, 2007, http://www.ecofriend.com/entry/space-based-solar-power-can-reduce-oil-dependence-and-carbon-footprint-says-report/. 7/3/11. JD. 

Post-9/11 oil prices have jumped from $15/barrel to now $80/barrel in less than a decade. According to a report commissioned by the Pentagon Space-Based Solar Power (SBSP) can help to slow down climate change and also reduce our dependence on fossil fuels. This SBSP was first invented in the United States almost 40 years ago. Essentially the central idea of SBSP is very simple (place very large solar arrays into continuously and intensely sunlit Earth orbit (1,366 watts/m2), collect gigawatts of electrical energy, electromagnetically beam it to Earth, and receive it on the surface for use either as baseload power via direct connection to the existing electrical grid, conversion into manufactured synthetic hydrocarbon fuels, or as low-intensity broadcast power beamed directly to consumers). Do you know a single kilometer-wide band of geosynchronous earth orbit experiences enough solar flux in one year to almost equal the amount of energy present within all known recoverable conventional oil reserves on Earth today? Amazing isn’t it? This amount of energy from SBSP means that there is a huge potential for reducing global warming for those nations who construct and possess a SBSP capability. But, unfortunately it is not as simple as it looks. Why? This is because it is extremely expensive to get the solar power unit into space (it is anywhere between $500,000 and $1 billion). Hopefully, with time these SBSP units will become more economically viable, and thus help in reducing our dependence on fossil fuels. 

Link – H3

Helium 3 technology creates alternative energy markets

IB Times 6/29  (Staff Reporter 6/29/11 " Mining Moon for Helium-3: Future Perfect Power Source?" Accessed: 7/3/11 http://m.ibtimes.com/lunar-reconnaissance-orbiter-nasa-moon-apollo-mission-surface-171239.html GR)

If mined and brought back to Earth, helium-3 can help produce about $4 billion per tonne worth energy. Considering the shortage of power on Earth and the dire need for an alternate source of power, helium-3 fits the bill perfectly. “There is 10 times more energy in Helium-3 on the moon as compared to the natural resources on Earth,” adds G.L. Kulcinski, Professor of Fusion Technology Institute. It also stands as a great source of fusion power because of its unique atomic structure. But extracting it from the moon is going to be a gigantic task. Nevertheless, this rare isotope of helium has many applications in homeland security, national security, medicine and science. Moreover, it comes without any radioactive effects and it is non-toxic. 

H3 will replace oil

Souza, Otalvario & Singh 06  [Marsha, Diana, Deep, 2-17-2006 HARVESTING HELIUM-3 FROM THE MOON, Dissertation, WORCESTER POLYTECHNIC INSTITUTE, Accessed: 7/3/11, http://www.wpi.edu/Pubs/E-project/Available/E-project-031306-122626/unrestricted/IQP.pdf GR]

The energy scenario today is governed by uncertainty and fear. Energy demand is expected to increase eight fold by 2020 due to an increase in population and energy requirements, especially on the part of China and India. Alongside an increase in energy demand, oil production is expected to peak within the next decade and, according to conservative estimates, may be exhausted by the middle of the 21 st century. Against this reality, alternative energy sources are not only an “alternative,” but rather a necessity. It is with this necessity in mind that exploration of He-3 fusion as a potential energy substitute or a complement to other energy sources is being investigated. He-3 is a heavy isotope of noble gas helium and is present everywhere in the universe in varying amounts. The Earth’s supply of He-3 is negligible, but the mineral was found in abundant quantities in soil samples taken from the lunar regolith in 1972 in the exploratory mission, Apollo 17, led by NASA. Since then, there has been considerable interest among physicists, geologists, social scientists and economists in extracting and using the He-3 available in the Moon. The major arguments for the exploration of He-3 are as follows: firstly, it has a high energy density when combined with deuterium in a fusion reaction, hence only small amounts of He-3 are required to  supply the same amount of energy as large volumes of oil. Secondly, the low radioactive waste emission and the safety of a He-3 fusion reaction are very attractive attributes when compared to the high safety risks inherent in fission reactors used in nuclear power plants today. Furthermore, He-3 provides us with the opportunity of exploring and settling a permanent base on the Moon, which would give us a solid base for further space exploration. 

He3 Kills US dependence on fossil fuels 

Popular Mechanics 2k4(December 7, “Mining The Moon”, science magazine,

http://www.popularmechanics.com/science/space/moon-mars/1283056 EL)

Small quantities of helium-3 previously discovered on Earth intrigued the scientific community. The unique atomic structure of helium-3 promised to make it possible to use it as fuel for nuclear fusion, the process that powers the sun, to generate vast amounts of electrical power without creating the troublesome radioactive byproducts produced in conventional nuclear reactors. Extracting helium-3 from the moon and returning it to Earth would, of course, be difficult, but the potential rewards would be staggering for those who embarked upon this venture. Helium-3 could help free the United States—and the world—from dependence on fossil fuels. 

He3 solves US oil dependence 

D’Souza 06’ (Marsha, R degree of Bachelor Worcester Polytechnic Institute science “HARVESTING HELIUM-3 FROM THE MOON” http://www.wpi.edu/Pubs/E-project/Available/E-project-031306-122626/unrestricted/IQP.pdf accessed 7/3/2011 EL)

Energy is the most important driving force for powering industrial nations. In fact, a measure of a country’s industrialization is its annual energy consumption. Fossil fuels like coal, petroleum and natural gas are the chief means by which most nations get their energy. Because of the world’s increasing standards of living and its increased dependence on oil, fossil fuel amounts might not last longer than a few decades. Also with the world’s population expanding to almost 12 billion by the year 2050, our oil demand will also increase drastically. Oil has become a key issue in the political and economic affairs of many nations especially after the United States second war with Iraq. In such cases of crisis, the development of He-3 will alleviate the dependency on crude oil. Fossil fuels also release a lot of harmful greenhouse gases into the atmosphere that have detrimental effects on the atmosphere, whereas the usage of He-3 fusion technology will be a great substitute to the fossil fuels as it doesn’t release any harmful byproducts. In addition to the non- polluting properties of He-3 fusion on Earth, the mining of He-3 from the Moon will not contaminate the Moon as the gases that are released during the extraction process (water and oxygen) aren’t harmful, and instead could be used for sustaining a lunar colony as outlined in the technical section. 

Link – H3 – price drops

Lunar mining will drive down oil prices. 

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

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

Link – H3 – alt energy 

He3 research spinoffs are massive - biotech, energy all competitive in the short term. 

Souza, Otalvario & Singh, 6 - Professor, Worcester Polytechnic Institute

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

The United States leads the research in He-3. In 2004, President Bush released his  new vision of space exploration. He wants to complete the International Space Station by  the year 2010. The completion of this project will greatly increase the working research  on the lunar mining of He-3 as the astronauts can experiment on different techniques to  extract He-3 from the Moon’s regolith. The International Space stations could be used a  trade center for the distribution of He-3 for world wide distribution. Another goal of the  current White House administration is that NASA returns to the Moon by 2015 and to  have a permanent living settlement for astronauts by 2020. President Bush has allocated  12 million dollars to the Moon Development  Initiative. This initiative would help  tremendously in the progress in the He-3 research if a permanent colony is established on  the Moon (Hurtack, 2004).   The developed world would no longer have to depend on the Middle East , where  the most of the world’s fossil fuel reserves are located, for its energy supply. American  scientists have already declared that the Moon could be the Persian Gulf of the present  century.  Two liters of He-3 would do the work of more than 1,000 tons of coal (Chowdhuri, 2004). He-3 also has long term and short term  benefits for society. In the near term  applications, it can help in medical research. A useful product of He-3 fusion reactions is  the production of isotopes that are very useful in the biomedical field. Positron Emission  Tomography (PET) is one such  field. This process uses the isotopes from He-3 fusion  reaction like He-4 in its working. He-4 has a much longer half-life and it can be stored for  a much longer periods of time compared to other isotopes. By using He-3 isotopes we can  reduce the radioactive exposure to patients compared to the regular isotopes that are used  in PET that emit radioactive waves (Hurtack, 2004).    It can also be used for environmental  restoration, detection of chemical and  radioactive wastes, cancer therapy and defense. For intermediate term applications, it can  be used for the destruction of toxic fissile materials, to harness space power and to supply  energy to remote energy stations. In the long term it can have applications in propulsion  technology, hydrogen production, synthetic fuel applications, base load electrical power  plants and small electrical power plants (Kulcinski, 2001). The advantage of initially  using He-3 fusion for non-energy applications  is that the cost base is different for  specialized applications and He-3 can be competitive in the short run. This would then  open the ground for further cost reduction and  prepare He-3 fusion to enter the energy  marketplace at competitive prices. 
***internal links***

Internal Link – Perception 

Any shift in prices triggers the impacts- perception of oil markets is the key internal link

Paul Roberts, energy expert and writer for Harpers,2004, The End of Oil, pg. 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 world’s 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 en​ergy 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 Wednes​day, 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.”

Perception matters

Paul Roberts, energy expert and writer for Harpers,2004, The End of Oil, pg. 93-4

So embedded has oil become in today’s political and economic spheres that the big industrial governments now watch the oil markets as closely as they once watched the spread of communism — and with good reason: six of the last seven global recessions have been preceded by spikes in the price of oil, and fear is growing among economists and policymakers that, in today’s growth-dependent, energy-intensive global economy, oil price volatility itself may eventually pose more risk to prosperity and stabil​ity and simple survival than terrorism or even war. In this bleak context, it becomes easier to understand why nations as powerful and technologically advanced as Japan, Britain, and the United States have such abysmal records when it comes to long-term energy plan​ning or alternative energy. Indeed, when the major nations speak of en​ergy policy today, about energy for the future, or about the much-touted energy security,” they are not talking about depletion curves, or fuel cells, or a hydrogen economy. They are not talking about fuel efficiency, or so​lar power, or any of the potentially significant but speculative sources of energy. Rather, when nations discuss energy security today, what they are really talking about is the geopolitics of energy — and specifically, the actions, money, and alliances necessary to keep oil flowing steadily and cheaply through the next fiscal quarter.

Internal – US spurs international action

US action spurs international action

NREL ‘8 [National Renewable Energy Laboratory, Strengthening U.S. Leadership of International Clean Energy Cooperation, December 2008, http://www.nrel.gov/international/pdfs/44261.pdf]

The United States has an unparalleled opportunity to lead a global clean energy market transformation that will yield vital economic, energy security, environmental, and development benefits for the United States and the world as a whole. Concerted U.S. action, together with other partners, could generate up to $40 billion/yr. in new clean energy exports and 750,000 new jobs by 2020, along with $10 to 50 billion/yr. in additional savings from reduced oil prices and other critical economic and energy security benefits. Such a global clean energy market transformation is a necessary critical step in reducing worldwide greenhouse gas emissions by 50-80% by 2050, which is necessary to prevent dangerous climate change impacts. It also will foster revitalized economic growth and sustainable development in all regions of the world and ensure that all citizens worldwide have access to modern energy services. Industry and NGO stakeholders have identified a portfolio of high-level strategies and actions that will enable the United States to spearhead international clean energy cooperation and capture these benefits. This effort includes foundational measures to establish a cohesive government-wide action plan and reassert U.S. leadership in key international forums and three key implementing strategies: 1) revitalized U.S. clean energy investment-facilitation programs; 2) accelerated renewable energy and energy efficiency technology cooperation; and 3) partnerships with major developing countries and others to transform clean energy markets. The United States will not succeed in implementing these actions alone and must actively engage developed and developing country partners and international institutions. Furthermore, the United States cannot afford to wait—it must seize the opportunity now to spark a worldwide transition to a brighter clean energy future.
Internal – development lowers prices

Development of alternative energy causes prices to drop

DeCiantis ’08 (Devin, March 25, Masters candidate in Public Policy at Harvard’s JFK School of Government, specializing in development economics and international trade, 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.
***Russia impact scenario***

2nc impact – Russia War
War involving Russia outweighs:

It’s the only existential nuclear war

Nick Bostrom (PhD Philosophy – Oxford U) 2002 Existential Risks, http://www.nickbostrom.com/existential/risks.html)

A much greater existential risk emerged with the build-up of nuclear arsenals in the US and the USSR. An all-out nuclear war was a possibility with both a substantial probability and with consequences that might have been persistent enough to qualify as global and terminal. There was a real worry among those best acquainted with the information available at the time that a nuclear Armageddon would occur and that it might annihilate our species or permanently destroy human civilization.[4]  Russia and the US retain large nuclear arsenals that could be used in a future confrontation, either accidentally or deliberately. There is also a risk that other states may one day build up large nuclear arsenals. Note however that a smaller nuclear exchange, between India and Pakistan for instance, is not an existential risk, since it would not destroy or thwart humankind’s potential permanently. Such a war might however be a local terminal risk for the cities most likely to be targeted. Unfortunately, we shall see that nuclear Armageddon and comet or asteroid strikes are mere preludes to the existential risks that we will encounter in the 21st century.

It’s the most probable scenario

Stephen Blank (Prof Research – Strategic Studies Institute, US Army War College) 2000 “U.S. Military Engagement with Transcaucasia and Central Asia”, www.strategicstudiesinstitute.army.mil/pdffiles/pub113.pdf)
Washington’s burgeoning military-political-economic involvement seeks, inter alia, to demonstrate the U.S. ability to project military power even into this region or for that matter, into Ukraine where NATO recently held exercises that clearly originated as an anti-Russian scenario. Secretary of Defense William Cohen has discussed strengthening U.S.-Azerbaijani military cooperation and even training the Azerbaijani army, certainly alarming Armenia and Russia. 69 And Washington is also training Georgia’s new Coast Guard. 70  However, Washington’s well-known ambivalence about committing force to Third World ethnopolitical conflicts suggests that U.S. military power will not be easily committed to saving its economic investment. But this ambivalence about committing forces and the dangerous situation, where Turkey is allied to Azerbaijan and Armenia is bound to Russia, create the potential for wider and more protracted regional conflicts among local forces. In that connection, Azerbaijan and Georgia’s growing efforts to secure NATO’s lasting involvement in the region, coupled with Russia’s determination to exclude other rivals, foster a polarization along very traditional lines. 71 In 1993 Moscow even threatened World War III to deter Turkish intervention on behalf of Azerbaijan. Yet the new Russo-Armenian Treaty and Azeri-Turkish treaty suggest that Russia and Turkey could be dragged into a confrontation to rescue their allies from defeat. 72 Thus many of the conditions for conventional war or protracted ethnic conflict in which third parties intervene are present in the Transcaucasus. For example, many Third World conflicts generated by local structural factors have a great potential for unintended escalation. Big powers often feel obliged to rescue their lesser proteges and proxies. One or another big power may fail to grasp the other side’s stakes since interests here are not as clear as in Europe. Hence commitments involving the use of nuclear weapons to prevent a client’s defeat are not as well established or apparent. Clarity about the nature of the threat could prevent the kind of rapid and almost uncontrolled escalation we saw in 1993 when Turkish noises about intervening on behalf of Azerbaijan led Russian leaders to threaten a nuclear war in that case. 73 Precisely because Turkey is a NATO ally, Russian nuclear threats could trigger a potential nuclear blow (not a small possibility given the erratic nature of Russia’s declared nuclear strategies). The real threat of a Russian nuclear strike against Turkey to defend Moscow’s interests and forces in the Transcaucasus makes the danger of major war there higher than almost everywhere else. As Richard Betts has observed, The greatest danger lies in areas where (1) the potential for serious instability is high; (2) both superpowers perceive vital interests; (3) neither recognizes that the other’s perceived interest or commitment is as great as its own; (4) both have the capability to inject conventional forces; and, (5) neither has willing proxies capable of settling the situation.

And, even a low risk outweighs

Robert Art (Prof IR – Brandeis U) 2003 A Grand Strategy for America, p. 212-3)

Fourth and finally, great-power wars are highly destructive, not only to the participants and their immediate neighbors, but also to world order and stability. Today, they may be low-probability events, but their costs may be extremely high. In this regard, we should treat Eurasian great-power wars the same way we do NBC terrorism, and the same way we treated the possibility of a general nuclear war between the United States and the Soviet Union during the Cold War: we should take multiple measures to prevent them and to limite them if they should break out. Great-power wars are potentially too destructive not to do everything possible to avert them; great-power peace should be over-determined, not left to chance.

2nc russian internal 
High oil prices key to Russian economy – each 1 dollar drop causes a 5 billion dollar loss.

Gawdat Bahgat (Centre for Middle Eastern Studies, Dept Political Science, Indiana U of Penn.) 2004 OPEC Review “Russia's oil potential: prospects and implications” v28 i2 p. 133 

Since the collapse of the Soviet Union, the Russian economy has been in a state of transition, from a state-run economy to a free-market one. A delicate process of restructuring and diversification is underway. Still, the Russian economy is heavily dependent on oil revenue. This revenue represents a substantial proportion of the country's gross domestic product export earnings; in 2002, energy accounted for almost 20 percent of russia's gdp and 55 percent of export revenue. These figures indicate Russia's economy is extremely sensitive to global energy price fluctuations. The sensitivity implies a one dollar rise (drop) in the price of a barrel of Russia's urals blend benchmark leads to an increase (decline) in real GDP growth of about .5 percentage points and contributes to an estimated US $5 billion in extra earnings (losses). The relatively high and stable oil prices since 1999 brought a windfall in oil export revenue to the Russian economy, spurred strong growth in GDP and contributed to the overall economic recovery. Put differently, Russia's real GDP growth since 1999 has been an impressive 6.6 per cent per year. This strong recovery after the 1998 crisis can be explained by favourable external conditions in the form of high oil prices, as well as the effects of the sharp 1998-99 rouble devaluation/ Not suprisingly, in May 2003, The Russian government released its energy strategy to 2020, which designates the energy sector as the engine of economic growth.
Drop in prices crushes the Russian economy

BBC Worldwide Monitoring, "Russian finance minister warns of effects of possible oil price fall" April 12, 2008 lexis

[Presenter] A fall in the oil price could inflict a serious blow on the Russian economy, Finance Minister Aleksey Kudrin has said during a visit to Washington. He said that at the moment the country's economy is seriously dependent on the oil price, and that in the case of a fall in the price a crisis will affect both the state and private sectors.

A2 russia econ resilient 

All of this evidence assumes a world in which oil help rebound the Russian economy.  Every example the aff points to about past declines in Russia and even the collapse of the USSR were all saved by oil.  Without oil profits Russia cannot rebound.

Even a temporary end to the oil boom would dry up the Russian economy – best new studies

Paavo Suni (analyst for the Research institute of the Finnish Economy) 2007 “Oil Prices and the Russian Economy: Some Simulation Studies with NiGEM,” Elinkeinoelämän Tutkimuslaitos discussion papers, pdf downloaded from http://ideas.repec.org/p/rif/dpaper/1088.html

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

High oil prices must be sustained – loss will wreck the economy

Paavo Suni (analyst for the Research institute of the Finnish Economy) 2007 “Oil Prices and the Russian Economy: Some Simulation Studies with NiGEM,” Elinkeinoelämän Tutkimuslaitos discussion papers, pdf downloaded from http://ideas.repec.org/p/rif/dpaper/1088.html

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

Oil accounts for too much of the economy -– it’s a full 30% of GDP – Russia cannot bounce back from that

Paavo Suni (analyst for the Research institute of the Finnish Economy) 2007 “Oil Prices and the Russian Economy: Some Simulation Studies with NiGEM,” Elinkeinoelämän Tutkimuslaitos discussion papers, pdf downloaded from http://ideas.repec.org/p/rif/dpaper/1088.html

The share of oil and other energy production in Russia’s total GDP is difficult to estimate. The official statistics tend to underestimate the share. According to Russian statistics, the share of the fuel industry3 is some 5.5 per cent of Russia’s GDP. According to the GTAP database, fuel industry (i.e. coal, oil, gas and other minerals) accounted for 19 per cent of Russia’s GDP at basic prices in 2001 when measured as a share in factor income by sectors. According to World Bank (2004, 2005), the share of oil and gas in Russia’s GDP in 2002 was 25 per cent. According to the Russian government, as quoted by Juurikkala and Ollus (2006), the energy sector accounted for 30 per cent of the Russian GDP in 2005. (See also Kaitila and Suni, 2007, for a discussion of this issue.) 

***2nc impact scenarios***

Saudi 2nc
High prices give Saudi Arabia the economic power to stabilize the Middle East and re-establish strong relations with the US.

George Friedman, 5/27/2008. PhD, Founder and CEO of Stratfor. “The Geopolitics of $130 Oil,” Stratfor Geopolitical Intelligence Report, http://www.stratfor.com/weekly/geopolitics_130_oil.

As we have already said, the biggest winners are the countries of the Arabian Peninsula. Although somewhat strained, these countries never really suffered during the period of low oil prices. They have now more than rebalanced their financial system and are making the most of it. This is a time when they absolutely do not want anything disrupting the flow of oil from their region. Closing the Strait of Hormuz, for example, would be disastrous to them. We therefore see the Saudis, in particular, taking steps to stabilize the region. This includes supporting Israeli-Syrian peace talks, using influence with Sunnis in Iraq to confront al Qaeda, making certain that Shiites in Saudi Arabia profit from the boom. (Other Gulf countries are doing the same with their Shiites. This is designed to remove one of Iran’s levers in the region: a rising of Shiites in the Arabian Peninsula.) In addition, the Saudis are using their economic power to re-establish the relationship they had with the United States before 9/11. With the financial institutions in the United States in disarray, the Arabian Peninsula can be very helpful.
US-Saudi relations key to prevent Middle East conflicts from escalating.

James Russel, 9/3/2002. Senior Lecturer for the Department of National Security Affairs. "Deconstructing the U.S.-Saudi Partnership?" Strategic Insights, Center for Contemporary Conflict.

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. Much of the commentary on the U.S.-Saudi relationship  focuses on supposed broad policy incongruence between the two countries. The two countries are said to differ in  their approach to terrorism, religion, pluralism, human rights, the Arab-Israeli conflict, possible military action  against Iraq, and Saudi Arabia's role and importance in world oil markets. Often left out from this commentary are  the ongoing activities between the two countries that helped preserve regional security and stability over the  decades, which stemmed in part from a shared strategic vision. While the term has become de rigueur of late, the United  States could not have pursued its policy of "dual containment" during the 1990s without Saudi support. While many critics have  emphasized that the policy had negligible impact on Iran, the policy of containment helped prevent Saddam Hussein from  seriously disrupting regional peace and security during the 1990s. The Iraqi military remains hamstrung by a decade of sanctions,  and WMD breakout was certainly made more difficult during the UNSCOM era. Suggestions that the U.S.-Saudi  relationship needs to be altered often ignore the organizations that have been created to manage this partnership -  organizations that reflect a depth and complexity in Saudi-American relations that is generally unappreciated. In and  of themselves, these entities and their activities do not justify preserving the status quo, but they do suggest that the  U.S.-Saudi security partnership could be deconstructed only with great difficulty and with dramatic and unforeseen consequences for regional security.   

Central asian energy 2nc

High oil prices are key to pipelines that stop Russian domination of Central Asian energy 

S Fredrick Starr (chairman of the Central Asia-Caucasus Institute and a research professor at Johns Hopkins) and Svante Cornell (research director of CACI and assistant research professor at Johns Hopkins) Winter 2005 “The Politics of Pipelines: Bringing Caspian Energy to Markets,” Paul H. Nitze School of Advanced International Studies, http://www.sais-jhu.edu/pubaffairs/publications/saisphere/winter05/starr-cornell.html

The oil and gas deposits of the Caspian basin constitute less than a twentieth of the world’s reserves,  but they are significant nonetheless. They are among the largest new reserves to be exploited in recent years, and hence are important to the highly fungible world oil market. And because hydrocarbons are by far the biggest source of wealth in three of the newly independent countries (Azerbaijan, Kazakhstan and Turkmenistan), a major factor in a fourth (Uzbekistan) and can provide decisively important transit fees and duties to two otherwise impoverished countries (Afghanistan and Georgia), earnings from oil and gas will decisively affect the economies, and the sovereignties, of at least five geopolitically important states.  As oil prices roar upwards of $70 per barrel, the task of extracting and bringing to market oil and gas resources from distant areas becomes a pressing concern of every consumer country. This once again puts the spotlight on the Caspian basin. Here are significant reserves, but reserves that are located at great distance from all their potential consumers in Western Europe and Eastern Asia. Moreover, the only way these resources can reach those markets is by traversing vast territories overland by means of pipelines, a far less efficient means of transporting energy than sea tankers. Worse, the pipelines must often pass through topographically challenging and politically complex territories, further adding to their cost.  Added to the geographical problem is the political legacy of the U.S.S.R., which bequeathed to the new states a “one-hub” energy transmission system that sent all ”colonial energy” to the center and none directly abroad. Somehow, the producer states must break out of this straightjacket. These two liabilities long impeded the development of these resources.  Under such circumstances, it is no wonder that each of the many pipeline routes and projects proposed over the past decade presents its own technical and financial challenges, and each involves the most intricate combinations of corporate and state interests. Nor is it any wonder that all this has led often to a state of confusion, in which practical schemes have been dismissed as unworkable and in which grandly impractical schemes are deemed somehow practical. Talk of a pipeline to bring Russian gas to India via Tibet is only the most flabbergasting of many examples of the fanciful direction such speculation has taken.  The fundamental change in the fate of Caspian oil has been the rise in world prices. Thanks to this, many projects that once seemed laughable now merit serious attention. Hence, building pipelines from Central Asian states through Afghanistan to Pakistan or even beyond to India is now being considered, while concrete plans are being made for a pipeline connecting Kazakhstan’s oil fields with China. A major project that was considered all but dead five years ago has now been completed: the Baku-Tbilisi-Ceyhan (BTC) pipeline bringing Azerbaijani Caspian oil to the Turkish Mediterranean coast. Although this remarkable achievement makes West Caspian oil available to world markets in serious quantities, the same is not true for the East Caspian and onshore Central Asian resources, which continue to be exported mainly to Russia at prices that are unfavorable conditions for producers. Even this, however, may be about to change.  During the last decades of the U.S.S.R., its Russian leaders focused their energy investments on West Siberia, which they saw as safely “Russian,” to the neglect of existing oil fields in Azerbaijan and undeveloped fields in Kazakhstan, which they feared were dangerously subject to influence by the local Turkic peoples. Such fears were driven by census data that showed high birth rates among the Turkic peoples of the Caspian basin and low rates for Russians and Slavs. Similar fears also assured that all pipelines from the Caspian basin would head directly to Russia and its centralized grid. 

Russian control of Central Asian energy leads to global WMD conflict

Ariel Cohen (PhD and Senior Policy Analyst at Heritage) 1996 Heritage Foundation Reports,

Much is at stake in Eurasia for the U.S. and its allies. Attempts to restore its empire will doom Russia's transition to a democracy and free-market economy. The ongoing war in Chechnya alone has cost Russia $ 6 billion to date (equal to Russia's IMF and World Bank loans for 1995). Moreover, it has extracted a tremendous price from Russian society. The wars which would be required to restore the Russian empire would prove much more costly not just for Russia and the region, but for peace, world stability, and security. As the former Soviet arsenals are spread throughout the NIS, these conflicts may escalate to include the use of weapons of mass destruction. Scenarios including unauthorized missile launches are especially threatening. Moreover, if successful, a reconstituted Russian empire would become a major destabilizing influence both in Eurasia and throughout the world. It would endanger not only Russia's neighbors, but also the U.S. and its allies in Europe and the Middle East. And, of course, a neo-imperialist Russia could imperil the oil reserves of the Persian Gulf. n15 n15 Vladimir Zhirinovsky, mouthpiece for the most irredentist elements in the Russian security and military services, constantly articulates this threat. Domination of the Caucasus would bring Russia closer to the Balkans, the Mediterranean Sea, and the Middle East. Russian imperialists, such as radical nationalist Vladimir Zhirinovsky, have resurrected the old dream of obtaining a warm port on the Indian Ocean. If Russia succeeds in establishing its domination in the south, the threat to Ukraine, Turkey, Iran, and Afganistan will increase. The independence of pro-Western Georgia and Azerbaijan already has been undermined by pressures from the Russian armed forces and covert actions by the intelligence and security services, in addition to which Russian hegemony would make Western political and economic efforts to stave off Islamic militancy more difficult. Eurasian oil resources are pivotal to economic development in the early 21 st century. The supply of Middle Eastern oil would become precarious if Saudi Arabia became unstable, or if Iran or Iraq provoked another military conflict in the area. Eurasian oil is also key to the economic development of the southern NIS. Only with oil revenues can these countries sever their dependence on Moscow and develop modem market economies and free societies. Moreover, if these vast oil reserves were tapped and developed, tens of thousands of U.S. and Western jobs would be created. The U.S. should ensure free access to these reserves for the benefit of both Western and local economies. In order to protect U.S. and Western interests in Eurasia and ensure free and fair access to the oil reserves of the region, the United States should: * Strive to preserve the independence and economic viability of the New Independent States in the region. In cooperation with Britain, Germany, and France, the U.S. should prevent the reconstitution of Moscow's sphere of influence in the southern CIS. The West should not grant Moscow carte blanche in the "near abroad" in exchange for cooperation in Bosnia. The U.S. should lead other Western countries in implementing programs that support independent statehood, free-market development, and the rule of law in Azerbaijan, Georgia, and the Central Asian states. Training for the civil and security services of these countries should be stepped up, and economic reforms, including privatization of industries and agriculture, should be continued. Moreover, sanctions on technical and humanitarian assistance to Azerbaijan, imposed at the height of the Karabakh conflict, should be lifted to increase Washington's leverage in settling the conflict there. * Ensure that Russia is not a dominant, but rather an equal partner in developing the oil resources of the Caucasus and Central Asia. Russian oil companies should be assured of equitable access to the development of oil resources and pipeline projects. The strategic goal of the West should be the creation of a level playing field that allows Russian and Western corporations to participate in the development of Eurasian energy resources on an equal footing.

Isreal relations 2nc 

Oil dependency key to stabilize US-Israel relations

Ross Gelbspan, editor and reporter at The Boston Globe and The Washington Post and professor at the Columbia University School of Journalism , The Heat is On, 1997, p. 191

It would require a jolt of stand-up social courage from us all. For one thing, this undertaking will have costs. The most obvious costs will be felt by the nations and companies that most depend on fossil fuels for their economic wealth. Australia would lose a lot of money from the coal it exports. Saudi Arabia, Kuwait, and the other oil-producing nations would become poorer relative to other coun​tries. They could recover some measure of their loss by constructing vast solar farms. But their oil wealth may well prove to have been a fragile historical bubble, a fifty-year windfall for the Middle East. (The plan might also cause unease in Israel. As the strategic impor​tance of Middle Eastern oil declines, the U.S. commitment to that country might decline as well.)
This leads to a violent lashout

Arlene Hoag (Psychology U of California at Santa Cruz) The Communist Threat. Survival, Disaster Preparedness, Food Storage and Shelters. 1998 http://www.nodoom.com/chapter13to14.html

Nuclear weapons and technology are rapidly being proliferated throughout the third world countries. Many of these new members to the nuclear club are not friendly to the U.S. North Korea, Iran, Libya and Iraq are several examples. In fact, U.S. intelligence agencies say that North Korea has developed a nuclear weapon and an ICBM delivery system. These rockets include the 1,300-kilometer range Nodong-I ICBM, which is now operational, the 2,500-kilometer range Nodong-II and the 5,000+ kilometer range Nodong-III. The 5,000+ kilometer range Nodong III could reach the United States with a nuclear payload.  A 1995 CIA report to Congress revealed that Iran obtained four ballistic missile launchers from North Korea. Despite U.S. protests, Russia is still going ahead with its sale of a nuclear reactor to Iran. U.S. intelligence experts suggest that Iran could have nuclear missile capability by or before the year 2000.  The potential ramifications of this situation in relation to Israel are dire, and history has shown that if Israel feels threatened, its inclination is to make a preemptive strike. Even more ominous is the fact that the last major Arab-Israeli conflict brought the United States and the Soviet Union to the very brink of world war. 
Nuclear War

John Steinbach. “Israeli Nuclear Weapons: A Threat to Piece.” 3 Mar. 2002.  http://www.converge.org.nz/pma/mat0036.htm

Meanwhile, the existence of an arsenal of mass destruction in such an unstable region in turn has serious implications for future arms control and disarmament negotiations, and even the threat of nuclear war. Seymour Hersh warns, "Should war break out in the Middle East again,... or should any Arab nation fire missiles against Israel, as the Iraqis did, a nuclear escalation, once unthinkable except as a last resort, would now be a strong probability."(41) and Ezar Weissman, Israel's current President said "The nuclear issue is gaining momentum (and the) next war will not be conventional."(42) Russia and before it the Soviet Union has long been a major (if not the major) target of Israeli nukes. It is widely reported that the principal purpose of Jonathan Pollard's spying for Israel was to furnish satellite images of Soviet targets and other super sensitive data relating to U.S. nuclear targeting strategy. (43) (Since launching its own satellite in 1988, Israel no longer needs U.S. spy secrets.) Israeli nukes aimed at the Russian heartland seriously complicate disarmament and arms control negotiations and, at the very least, the unilateral possession of nuclear weapons by Israel is enormously destabilizing, and dramatically lowers the threshold for their actual use, if not for all out nuclear war. In the words of Mark Gaffney, "... if the familar pattern(Israel refining its weapons of mass destruction with U.S. complicity) is not reversed soon- for whatever reason- the deepening Middle East conflict could trigger a world conflagration."

***A2 smart args***

A2 High prices cause clean tech 

Shift from Oil is inevitable but has a long timeframe – the only question is whether prices remain stable for the next decade – the alternative is price spikes which prevent investment from succeeding 

Bob Williams, Aug 2003. Oil and Gas Journal

Even without subsidies, market share mandates, or carbon taxes, heightened concerns over climate change and air quality will prove a chink in oil's competitive armor, according to Sullivan. "Carbon capture and advanced emissions controls will drive up the effective cost of fossil fuel resources," she said. "Great progress is needed on these fronts, given the ready availability and high reliability of that resource, balanced against the challenge of global climate change , , , I do not think we are about to drive traditional fossil fuels out of the picture by any means, but we are headed to a situation where renewables are a significant part of almost every energy supplier's balanced portfolio."  Making the transition If the depletionists are right about global oil production peaking around the turn of the decade, then renewables won't need much in the way of subsidies or Kyoto mandates; skyrocketing costs of oil will help usher in a renewables era sooner than anyone currently predicts. But the resulting high energy costs for everyone will prove a massive economic dislocation for the world, a grim scenario often outlined by the peak-oil theorists. Some have even painted alarming pictures of civilization crumbling as a result of this new oil shock. "No technology breakthrough can come to alter the imminent oil peak; it would take much too long to put new technology in place to hope to dent oil and gas demand," said A.M. Samsam Bakhtiari, National Iranian Oil Co. senior expert. "Even if the two great hopes of solar and cold fusion would materialize, they could not be developed in time, as it takes decades (not years) to put in place the necessary infrastructures." But there is a prevailing view among most energy economists that an approaching peak and subsequent steep decline in global oil production will send early price signals that will crimp demand, spur development of nonconventional oil resources, and thus stave off the peak day. Another prominent peak-oil theorist, who declined to be identified, acknowledged that "prices will rise, but they will send a signal that comes too late, given the long lead times to create new energy infrastructures. This will result in a reduction of demand but, unfortunately, the so-created room of maneuver will be shortlived because non-Middle East oil supply will continue to decline with little chance that new investments will be sufficient to compensate for both this decline and the potential [overall] rise of demand. "To this equation, one should add the negative impact on the GDP, as was the case during the last 30 years each time the price of oil went up. I believe that it won't be the end of the civilization, but it will certainly be a painful transition." Some of the depletionists contend that the only answer is for governments to take steps now to boost energy prices and thereby conserve what oil reserves remain. But the unidentified peak-oil theorist is a contrarian on that score.  "The idea that planners, and especially state planners, could be smart enough to rise the prices progressively to avoid a shock is totally unrealistic," he told OGJ. "My preference is to leave things happen and ensure that governments will not intervene. A competitive industry is by far the best means to ensure a rapid and correct adaptation." Rowley too sees increasing pressure on oil supplies within the next decade but offers a less apocalyptic vision. "[Natural] gas will act as a next phase after oil, but what we expect to see over the next decade is a realization that conventional energy costs can only go one way, up," he said. "The global economy has a wonderful way of coping, and transition away from conventional to renewables will occur. "The real pivotal impact of renewable energy will be within the period of 2010-20, where players will be making significant choices between a maturing renewable sector and conventional [energy sources]." Noting that recent history is full of instances in which technical progress or volatility of primary energy sources has led to major changes in energy supply or energy consumption, Mogford voices the BP stance that "oil will remain in relatively abundant supply for at least the next 15 years, with gas being plentiful for several decades longer. "More than economics will drive the growth of alternative energy. Security of supply, minimization of environmental impacts, and technical advances will also be factors." But will the transition to renewables be an orderly one? Sullivan expressed her belief in an orderly transition: "We have seen occasional price spikes in traditional energy resources over the last 30 years, and I suspect we will continue to see those from time to time, for various reasons. "But I also suspect that governments will tailor their policies on emissions, renewable portfolio requirements, and technology funding to ensure that, except for the occasional, unusual price spikes, there is an orderly transition to an era in which renewables and non-conventional fossil fuel technologies are playing a major role in our energy supply picture." Therefore, she reckons that it will be another 20-25 years before alternative energy sources play a dominant role the world's energy mix. But orderly and rapid are not necessarily mutually exclusive in this outlook, says Namovicz. "If 'orderly' transition means 'gradual' transition, I think that history shows that transitions to a new form of energy can happen relatively quickly, over the course ofa decade or so, but are not necessarily disorderly," he said. "If, either through subsidy or natural market forces, one or more renewable technology becomes very economically attractive, there may be a boom period where lots of new capacity is built every year for a few years, just like lots of new gas combined-cycle capacity has been built over the past few years. But just because they're building lots of new combined-cycle units doesn't mean the coal units are suddenly disappearing. It shouldn't be too surprising to see a similar pattern if wind or bio-mass suddenly broke through some economic threshold, with lots of new annual capacity additions all of a sudden, but with the impact greatly dampened because the existing capital stock is so large, and they weren't necessarily being built to replace that [capital stock], but potentially to satisfy new demand." In addition to the existing-capital-stock issue, Namovicz also cautions observers to remember the effect of market feedbacks in citing his expectation that it will be a long time before renewables can become the world's dominant energy source. "If wind becomes economic because natural gas is too expensive, then they will build lots of wind [projects]. But this will take market share from gas and lower the gas price. At the lower gas price, the new economics for wind may dampen its growth." Human concerns If in fact a permanent oil shock is looming on the near horizon, it would seem that an early effort to impose higher energy prices for that reason or to support an early transition to renewables would have its own severe economic consequences, especially for developing countries. In effect, this could accelerate the price shock. The likely deep recession that would ensue could hit not only the developing countries directly but also squelch economic growth in the developed countries, upon which the former depend heavily for export markets and economic aid.
A2 Tar Sands/Oil Shale

Price volatility kills investment in [Oil Shale/Tar Sands] – unconventional sources are too expensive to risk

Möckli, Hulbert, Mahadevan and Dier, 2010 (Daniel, Senior Research Fellow at the Center of Security Studies and head of its Strategic Trends Analysis unit; Matthew, Senior Research Fellow at the Center for Security Studies working on energy and political risk; Prem, Senior Researcher at the Center for Security Studies; Senior Research Fellow at the Center for Security Studies and Doctorate in Politics and International Relations from Oxford; “Strategic Trends 2010”, Annual analysis of major developments in world affairs, with a primary focus on international security, Center for Strategic Studies, February)

Price and politics a problem. Turning to price first, IOCs have become increasingly cautious when committing to long-term projects. In light of price volatility and credit constraints, the International Energy Agency (IEA) thinks investment will decline by around 15-20 per cent in 2009, which could knock out over half of the expected growth in oil production capacity over the next five years through deferment or cancellation. More expensive non-conventional production, such as tar sands and deep-water projects, are likely to be the most obvious casualties, while weak investment in maintenance of existing sites could also see depletion rates speed up. In effect, crucial investment has been and will be lost.

Oil Shale fails – won’t produce enough oil and we use more energy to get it than we would gain

Gay, 2006 (Lance, Reporter at Scripps-Howard News Service, “Experts doubt oil shale answer to energy crisis”, SHNS, May 2nd, http://www.sitnews.us/0506news/050206/050206_shns_oilshale.html)

With oil hitting record prices on the world market, projects once shelved as impossibly uneconomical when oil was $30 a barrel are now getting a second look. But Walter Youngquist, a retired University of Oregon geology professor, says he's considered ways of exploiting America's untapped oil shale resources for 40 years and concludes that extracting commercial amounts is like a mirage: every time it is approached, it just keeps retreating into the distance. Youngquist said it takes more energy to extract a barrel of oil than the amount of energy recovered. It's not just the issue of committing energy to the project, but the amounts of oil that can be produced from oil shale aren't going to be an immediate solution to America's problems, Youngquist argues. Environmental consequences are also significant, he said. "I'm not very enthusiastic about the prospect,'' said Youngquist. “When you look at alternative energy sources, there's no comprehensive substitute for oil."

High Oil Prices won’t cause a shift to Oil Shale – too costly and the risk is too high

Gay, 2006 (Lance, Reporter at Scripps-Howard News Service, “Experts doubt oil shale answer to energy crisis”, SHNS, May 2nd, http://www.sitnews.us/0506news/050206/050206_shns_oilshale.html)

The Congressional Research Service also is cautious. "High prices may not be enough of an incentive for risky developments in conventional oil, let alone oil shale," says CRS industry analyst Anthony Andrews. Andrews cited studies estimating extraction and refinery facilities could cost up to $7 billion and require completion of about 800 government permits. And the petroleum product that would result from oil shale would more likely be used for diesel fuel rather than gasoline in cars. Without some long-term commitment, he said use of oil shale "will remain questionable."

***A2 high oil bad***

A2 oil shocks 

Shocks have zero effect on the economy – we just had one, and all economists agree no impact 

Jerry Taylor and Peter Van Doren (senior fellows at the Cato Institute) October 17 2007 “No need to fear oil shocks,” National Post

Although oil prices hit US$80, the inflation, unemployment and recession that supposedly follow oil-price shocks are nowhere on the macroeconomic radar screen. If the economy goes into a tailspin, it will be in response to bad news in the housing market, not the oil market.  The lesson to be derived from this is pretty clear: While oil-price spirals are certainly nothing for consumers to celebrate, the health of the economy is not held hostage to oil markets.  The orthodox view that governed our understanding of oil-price shocks until recently was that the economic damage associated with those shocks was not the result of oil-price increases per se. Higher oil prices, after all, simply make oil producers richer, and everyone else poorer. Over the long run, more money spent on oil equals less money spent on everything else. This reduces the demand for, and thus the price of, everything (including labour!) save for oil. As long as oil producers are spending and/or investing their increased profits, the net effect of all this -- from a macroeconomic perspective--is zero.  All of this will eventually happen, but the length of time required to get oil consumers to adjust their behaviour in response to a price shock is what was thought to trigger the economic downside associated with an oil crisis. If wages and consumption rates outside the oil sector fail to go down, either unemployment will follow or inflation will result, because there's only so much money to go around, unless the Federal Reserve accommodates everyone's demand for money.  The main dissenting view was most strongly forwarded by then Princeton University economist and now Federal Reserve Board chairman Ben Bernanke and his colleagues. They argued that different ("better") monetary policy -- more specifically, one that maintains the federal funds rate at a constant level, rather than raising it in the face of an oil shock -- could reduce or even eliminate the recessionary effect of oil shocks. Economists James Hamilton and Anna Herrera, however, were skeptical of that proposition.  They argued that the "better" monetary policy advocated by Bernanke et al. effectively calls for massive declines in the federal funds rate over the entire course of an oil shock, something that is probably not possible in the real world. Moreover, the Federal Reserve would have to keep the funds rate below levels anticipated by market actors for 36 months in a row, which is, of course, an unlikely proposition. Interestingly enough, the Federal Reserve, now chaired by Ben Bernanke, is not pursuing the policies advocated by its chairman when the chairman was in the academy.  That was the state of the debate until the most recent price shock. The economy's failure to respond to one of the steepest oil-price increases in history with a recession, however, sent economists back to the theoretical drawing board.  All the new analyses agree that the more flexible economy that we have now allows us to cope more easily with oilprice shocks. It underscores the danger of the price-control regimes of the 1970s, something that politicians are increasingly flirting with as energy prices continue to climb and put into question a panoply of government programs. 

Oil Prices would have to rise to 200 dollars a barrel to hurt the economy

Sunday Times 8/15/04, <Oil soars again, but no need to panic just yet L/N>

The Bank also pointed out that all advanced economies have become less sensitive to oil, Britain particularly so. The decline of heavy, energy-intensive manufacturing means that OECD countries use just over half as much oil for a given level of gross domestic product (GDP) as in 1970. In Britain the decline has been even more pronounced -the oil intensity of GDP is only 40% of what it was three decades ago. Just to be clear, this does not mean we use less oil now; it means that oil consumption has risen much more slowly over time than GDP.  Adding these two bits of information together produces an interesting result. For high oil prices to have the same effect on the economy as in the 1970s we need to adjust both for the fact that real oil prices were higher in the past and that economies were more oil-sensitive. I calculate that it would need an oil price of just over $ 200 (£110) to produce the same kind of inflationary and recessionary shocks as in the past. That would be uncharted territory and is not remotely on the agenda. According to CSFB, the highest-ever oil price, in today's prices, was $ 95 a barrel in the late 19th century.
Diversity cushions shocks

International Oil Daily June 10 2003 

HEADLINE:  Diversity of Oil  Market Helps Cushion Against Price  Shocks:  BP    World oil supply is becoming "more diverse," while global production capacity "comfortably exceeds" demand, BP's chief economist, Peter Davies, said Tuesday in London, at the launch of the BP Statistical Review of World Energy 2003.The underlying factors for the trend include a significant 1.45 million barrel per day increase in non-Opec oil output last year, coupled with largely flat demand growth. The exception was China, which accounted for all of the increase in oil demand last year, and 68.5% of the rise in global primary energy consumption. As a result, Davies said oil markets proved resilient and flexible, with current structures able to maintain oil supplies without excessive price spikes  during the Iraqwar and unexpected disruptions. "Producers were able to meet the  needs of oil consumers during the Iraqwar and during unplanned supply disruptions in Venezuelaand Nigeria. Consuming nations were not required to tap  their emergency reserves," he said.
A2 shocks crush US economy

US economy is resilient to shocks

Malcolm Gillis (professor of economics at Rice University) May 8 2002 “Engines of the World Economy,” Offshore Technology Conference, http://www.professor.rice.edu/professor/05082002.asp?SnID=2

III.   The U.S. Economic Engine:  Resiliency in Diversity        Except for Morgan Stanley, most forecasters are seeing "V"s, not "W"s in our economic future, with the economy growing at an annual rate of 3.0 percent to 3.5 percent over the next twelve months.  The implicit assumption underlying this rosy scenario must be that there will be no severe economic shocks from any geo-political disturbances.        The recent recession was one of the mildest and shortest on record.  Before 1940, recessions averaged about a year and a half in length. Since 1960, their average length has been eleven months.  The downturn of 2001 lasted only nine months.  Several factors were responsible for the apparent shallowness of the recession.  Consumer spending held up surprisingly well, aided by a big lift from motor vehicle sales and a housing market vibrant enough to offset much of the decline in household wealth from a weak stock market.  Strong consumer spending was needed to counter the drag in spending coming from business, exacerbated by a very sharp increase in liquidation of business inventories.        In the Conan Doyle's "Silver Blaze," Holmes solved the case by finding a dog that did not bark.  In our tenth postwar recession, the oil price was the dog that did not bark.        Higher oil prices have figured in every recession since 1970, except the current one.  Nominal oil prices remained relatively stable, below $20 bbl. until early this year.  Per barrel prices rose above $21 only after the recovery was underway.  Oil price spikes matter much less in today's $10 trillion economy than in the smaller and less diversified U.S. economy of 1973, or even 1978.  And, surprising to some, the real inflation-adjusted price of oil in February 2002 was only 40 percent of its level in 1980.  And even at oil prices of May 1, the real price was less than half its 1980 level.  In fact, relative prices of oil appear rather puny when contrasted with the prices of other life-supporting liquids.  In late April, the price of one important refined petroleum product, gasoline, was only about $1.50 per gallon, including gasoline taxes.  Other fluids prices spiked much higher.  Orange juice was more than $5.00 a gallon, and in late April, Perrier and other high-end water was running about $6.50 to $7.00 per gallon.        There were other reasons for the relative mildness of the recession of 2001.  Two factors under-girded consumer spending and soothed investor expectations during the recession:  1) monetary policy, 2) fiscal policy.        Never before in our nation's history has the Federal Reserve deployed such aggressive monetary policy against recession:  By the end of calendar year 2001, the federal funds rate had been reduced to less than one-third its level on New Year's Day, in an unprecedented series of twelve reductions in eleven months.  Fiscal policy reinforced the tonic effect of adroit and timely monetary policy: while the tax cut enacted in June was not planned as an anti-recessionary device, it served that purpose admirably, largely because it was enacted just after the recession began.

US can withstand disruptions

Gal Luft (executive director of the Institute for the Analysis of Global Security) July 5 2007 “Iran’s Oil Industry: A House of Cards?,” inFocus, http://www.iags.org/n050707.htm

Considering the long-term risks associated with a nuclear Iran, higher prices at the gas pump should not drive any Western country's Iran policy. No doubt, if Iran's production falls, due to investors' departure or a calculated decision by Iran to use the oil weapon and cut its production, there will be economic fallout. However, Iran will be the main casualty of any disruption. Additionally, in recent years, the U.S. economy has shown remarkable resiliency in the face of mounting oil prices and can withstand even higher prices. There is also a safety net in place. Most major oil consuming countries maintain massive strategic petroleum reserves in the event of a drop in supply. The U.S. alone has some 700 million barrels of oil in reserve – two years worth of Iranian exports.  To insulate the U.S. further, President Bush seeks to double the size of the American oil reserve in the coming years. The President also seeks to reduce America's oil dependence through increased efficiency and to shift to alternative fuels. Applied in unison, these tactics advance the strategic goals of reducing global energy prices, protecting the West against supply disruptions, and limiting the flow of petrodollars to Tehran. This increased pressure on the Iranian regime could, over time, generate a much desired regime change. If Washington executes this strategy with expediency and determination, this outcome could be achieved before Iran becomes a nuclear power.
Low oil prices cause scarcity by undermining additions to existing reserves

Leonardo Maugeri, ENI SPA's senior vice-president of corporate strategies and international relations, senior fellow at the World Economic Laboratory at MIT, a senior fellow at the Foreign Policy Association, and a member of the executive council of the Center for Social Investment Studies, degree in petroleum economics and a PhD in international political economy,, 12/15/2003, Oil & Gas Journal

Given current oil consumption levels, every additional percentage point of recovery means 2 more years in terms of the life-index of existing reserves. Overall, cost and price are the pivotal variables for increasing reserves. Cheap oil (i.e., oil with a price that does not significantly exceed the breakeven cost of producing and marketing oil in the long term) leads to a reduction of investment in both new exploration and technology, thus undermining future additions to existing reserves.
A2 shocks – predictions wrong

Predictions of oil shocks are propagandistic doomsaying

Stephen Moore, director of fiscal policy studies at the Cato Institute, March 17, 1999, “Low Oil Prices: A Fill Up of Good News,” http://www.cato.org/dailys/03-17-99.html

First, apocalyptic predictions from academics, government officials and the media should always be treated with a healthy dose of skepticism. Many of the doomsayers who predicted $100 a barrel oil in 2000 are the same people who falsely predicted nuclear winter, massive famine across the globe, cities so polluted that gas masks would be required and other crises of biblical proportions. And these are the same pessimists who somehow have concluded that low oil prices are the problem. Just remember these Chicken Littles have a perfect record: they have been wrong every time.

A2 shocks – self correcting

Oil shocks heal themselves without government interference

Jerry Taylor, director of natural resource studies at the Cato Institute and adjunct scholar at the Institute for Energy Research, and Peter VanDoren, editor of Regulation magazine, Journal of International Affairs, Fall 1999, p. 216

The 1990 Iraqi oil shock illustrates how oil markets behave if the government does nothing. After the Iraqi invasion of Kuwait in August 1990, the world market suffered a shortfall of about 4.5 million barrels a day (bid) out of a total world supply of crude oil of approximately 61 million b/d. Prices jumped from $16 per barrel in June 1990 to $30 in September. The shortfall in supply in this case was about 7.4 percent. While prices increased by 85 percent, by the next year prices had returned to pre-shock levels. The Gulf War oil shock was not without economic consequences, but the effects were much less than the effects of the shocks of the l970s. This is particularly striking since the shortfall generated in 1990 was larger than those generated in 1973 or 1979 (3 percent and 6 percent respectively).22 The main difference was that the U.S. government did not create an elaborate price-control system to take away the profits that came from the sudden increase in value of inventories. Once owners realized that the price-control policies of the 1970s would not be reenacted, they sold inventory to the market and made money from the 85 percent price hike.  The marketplace worked efficiently and both producers and consumers were thus better off than they had been when government encumbered the forces of supply and demand in the 1970s. 

A2 shocks – storage solves

Oil storage prevents crisis with unexpected movements in supply or demand

Prepared Statement of W. David Montgomery Vice President, Charles River Associates Inc., Before the Subcommittee on Energy Policy, Natural Resources and Regulatory Affairs, 4/23, 2002 

Now to the good news. Oil can be stored, and oil inventories provide an extremely valuable and effective counterbalance to unexpected movements in supply or demand. Sometimes inventory building can put upward pressure on prices, as we have seen recently, with fears of future price increases stimulating precautionary accumulation of inventories. This building of inventories will buffer any future disruption of supplies. In addition, another  offset to future supply disruptions is now available: the reductions in output by OPEC (and countries like Norway and Russia) have created substantial excess capacity in the world that can compensate for lost supplies from Venezuela or Iraq. 

Storage and surge capacity prevent oil disruptions

James M. Kendell, National Energy Information Center, 7/22, 1998, http://www.eia.doe.gov/oiaf/archive/issues98/oimport.html 

By 1990 the United States and other governments had created emergency stockpiles of oil as a buffer against disruption. The invasion of Kuwait showed that the United States and other governments were willing to use their stockpiles. A noncommercial measure, “Days of Net Petroleum Imports in the Strategic Petroleum Reserve,” is published in the Annual Energy Review. It shows that the U.S. Strategic Petroleum Reserve (SPR) peaked at 115 days of supply in 1985 and has now declined to 63 days. Assuming that the SPR does not expand or contract, coverage will decline to 35 days in 2020 as consumption grows.  Combining noncommercial and commercial stocks provides a somewhat broader measure of the ability of inventories to respond to supply disruptions. Since 1985, available commercial stocks in the Organization for Economic Cooperation and Development (OECD) countries have fluctuated between 25 and 30 days of supply. Assuming that commercial pressures keep stockpiles from expanding, while consumption continues to grow, the supply would slip to 20 days in 2020.8  Besides stockpiles, surge capacity or excess world production capacity is another source of supply. Historically, excess capacity has responded primarily to prices, building up during periods of high prices and declining during periods of low prices. A buildup occurs during a high-price period such as the early 1980s, as consumers conserve and producers rush to find more oil and cash in on high prices. If oil prices remain at their current moderate levels through 2020, excess capacity can be expected to decline from 3.4 to 2.4 million barrels per day in 2013, before rising to 3.2 million barrels per day in 20209 (Figure 4).  

The US maintains a robust SPR to hedge against volatility

Joe Barnes, research fellow at the Baker Institute for Public Police at Rice, Amy Jaffe, Fellow for Energy Studies at the Baker Institute, and. Edward L. Morse, Executive Adviser at Hess Energy Trading Company and was Deputy Assistant Secretary of State for International Energy Policy in 1979–81, Winter 2003/2004, originally printed in National Interest, http://www.saudi-us-relations.org/newsletter2004/saudi-relations-interest-01-06.html

No one is satisfied with the current energy policy status quo; but few seem willing to make the hard decisions and uncomfortable compromises necessary to do anything about it. And no party has sole ownership of the status quo. It represents a continuation of the policy of successive administrations in Washington over the past quarter century in encouraging diversity of global oil production, cooperation with major oil producers -- especially Saudi Arabia -- to ensure stable markets, research in alternative fuels as a hedge against long-term price increases and reliance on a robust strategic petroleum reserve for use in cases of extreme market volatility.

A2 global economy

Our oil prices sustainable uniqueness disproves the turn—emerging markets will survive high prices and keep the global economy afloat.

High prices improve global growth—exporting countries re-invest their revenues in global manufacturing and service sectors—this is comparatively stronger than the price effect on industrial producers.

Andrew McKillop, 4/19/2004. Energy economist and consultant. “A counterintuitive notion: economic growth bolstered by high oil prices, strong oil demand,” Oil and Gas Journal, Lexis.

The real impact of higher oil prices, certainly up to the range of about $ 60/bbl, is to increase economic growth at the composite worldwide level.  This is the main reason why demographic oil demand during 1975, with oil prices at $ 40-65/bbl in 2003 dollars, was significantly higher than it is today. It should be clearly understood that if the demographic demand rate in 2003 was the same as in 1979, then world oil demand in 2003 would have been 95.4 million b/d. Relative to real total world oil demand at this time (about 78 million b/d), the additional capacity needed would be close to two times Saudi exports, more than three times Russia's export offer, or well above five times Venezuela's current export capacity.  There is no certainty at all that world oil supply would or could have been able to meet this demand.  Higher oil prices operate to stimulate first the world economy, outside the member countries of the Organization for Economic Cooperation and Development, and then lead to increased growth inside the OECD. This is through the income, or revenue, effect on oil exporter countries, and then on metals, minerals, and agrocommodity exporter countries, most of them low income (per capita gross national product below $ 400/year). Almost all such countries have very high marginal propensity to consume. That is to say that any increase in revenues, due to prices of their export products increasing in line with the oil price, is very rapidly spent on purchasing manufactured goods and services of all kinds. During 1973-81, in which oil price rises before inflation were 405%, the New Industrial Countries (NICs) of that period -- notably the so-called "Asian Tigers" Taiwan, South Korea, and Singapore -- experienced very large and rapid increases in solvent demand for their export goods.  In easily described macroeconomic terms, the revenue effect of higher oil prices "greasing economic growth" was and is much stronger than the price effect on industrial producers.  NICs as a group or bloc of economies rapidly expanded their oil imports and increased their oil consumption as prices increased in 1974-81, because demand for their export goods had increased, due to the global economic impacts of higher oil and "real resource" prices. This has very strong implications for oil demand of today's emerging and giant NICs with large populations and immense internal markets: China, India, Brazil, Pakistan, and Iran.  For the much smaller NICs of 1975-85, their oil import trends during 1974-81 show dramatic growth only slightly impacted by the major price rises of the period. In general terms, the NICs Taiwan, South Korea, and Singapore increased their oil demand by about 60-80% in volume terms in this period of a 405% increase in nominal prices (Table 2).

High prices increase global growth—trends prove.

Andrew McKillop, 4/19/2004. Energy economist and consultant. “A counterintuitive notion: economic growth bolstered by high oil prices, strong oil demand,” Oil and Gas Journal, Lexis.

The standard comment that "high oil prices hurt economic growth" is totally undermined by real-world and real-economy trends.  Comparing oil and natural gas price averages in the US in late 1998 with price averages in late 2003, we find that crude oil import prices and bulk gas supply prices have risen more than 200%. Meanwhile, claimed economic growth of the US economy was running at more than 7% on an annual basis in late 2003.  It is therefore not difficult to argue that sharply rising oil and gas prices in fact increase economic growth rates, not the reverse.
A2 economic collapse

No impact to economic collapse—lack of resources prevents military competition.

D. Scott Bennett and Timothy Nordstrom, February 2000. Department of Political Science Professors at Pennsylvania State. “Foreign Policy Substitutability and Internal Economic Problems in Enduring Rivalries,” Journal of Conflict Resolution, Ebsco.

In this analysis, we focus on using economic conditions to understand when rivalries are likely to escalate or end. Rivalries are an appropriate set of cases to use when examining substitutability both because leaders in rival states have clearly substitutable choices and because rivalries are a set of cases in which externalization is a particularly plausible policy option.7 In particular, when confronted with domestic problems, leaders in a rivalry have the clear alternatives of escalating the conflict with the rival to divert attention or to work to settle the rivalry as a means of freeing up a substantial amount of resources that can be directed toward solving internal problems. In the case of the diversion option, rivals provide logical, believable actors for leaders to target; the presence of a clear rival may offer unstable elites a particularly inviting target for hostile statements or actual conflict as necessary. The public and relevant elites already consider the rival a threat or else the rivalry would not have continued for an extended period; the presence of disputed issues also provides a casus belli with the rival that is always present. Rivals also may provide a target where the possible costs and risks of externalization are relatively controlled. If the goal is diversion, leaders willwant to divert attention without provoking an actual (and expensive)war. Over the course of many confrontations, rival states may learn to anticipate response patterns, leading to safer disputes or at least to leaders believing that they can control the risks of conflict when they initiate a new confrontation. In sum, rivals provide good targets for domestically challenged political leaders. This leads to our first hypothesis, which is as follows: Hypothesis 1: Poor economic conditions lead to diversionary actions against the rival. Conflict settlement is also a distinct route to dealing with internal problems that leaders in rivalries may pursue when faced with internal problems. Military competition between states requires large amounts of resources, and rivals require even more attention. Leaders may choose to negotiate a settlement that ends a rivalry to free up important resources that may be reallocated to the domestic economy. In a “guns versus butter” world of economic trade-offs, when a state can no longer afford to pay the expenses associated with competition in a rivalry, it is quite rational for leaders to reduce costs by ending a rivalry. This gain (a peace dividend) could be achieved at any time by ending a rivalry. However, such a gain is likely to be most important and attractive to leaders when internal conditions are bad and the leader is seeking ways to alleviate active problems. Support for policy change away from continued rivalry is more likely to develop when the economic situation sours and elites and masses are looking for ways to improve a worsening situation. It is at these times that the pressure to cut military investment will be greatest and that state leaders will be forced to recognize the difficulty of continuing to pay for a rivalry. Among other things, this argument also encompasses the view that the cold war ended because the Union of Soviet Socialist Republics could no longer compete economically with the United States. Hypothesis 2: Poor economic conditions increase the probability of rivalry termination. Hypotheses 1 and 2 posit opposite behaviors in response to a single cause (internal economic problems). As such, they demand a research design that can account for substitutability between them. 

Even if diversionary conflicts occur they won’t escalate.

D. Scott Bennett and Timothy Nordstrom, February 2000. Department of Political Science Professors at Pennsylvania State. “Foreign Policy Substitutability and Internal Economic Problems in Enduring Rivalries,” Journal of Conflict Resolution, Ebsco.

When engaging in diversionary actions in response to economic problems, leaders will be most interested in a cheap, quick victory that gives them the benefit of a rally effect without suffering the long-term costs (in both economic and popularity terms) of an extended confrontation or war. This makes weak states particularly inviting targets for diversionary action since they may be less likely to respond than strong states and because any response they make will be less costly to the initiator. Following Blainey (1973),a state facing poor economic conditions may in fact be the target of an attack rather than the initiator. This may be even more likely in the context of a rivalry because rival states are likely to be looking for any advantage over their rivais. Leaders may hope to catch an economically challenged rival looking inward in response to a slowing economy. Following the strategic application of diversionary conflict theory and states' desire to engage in only cheap conflicts for diversionary purposes, states should avoid conflict initiation against target states experiencing economic problems.
A2 economy

Increased efficiency means no impact to expensive oil

Grynbaum, finance writer for the New York Times, October 6 2007
(Michael, “U.S. economy full of uncertainties for world oil market,” International Herald Tribune, lexis) 

On Sept. 20, crude oil for next-month delivery settled at a record price of $83.32 a barrel and has stayed above $80 most days since, ending Thursday at $81.44, up $1.50 from Wednesday. Adjusted for inflation, the record high for oil was nearly $102 a barrel early in 1980, after the Iranian revolution, but that price level did not last long.  Part of the reason that costly oil has not done too much damage, it seems clear, is that the economy has become less sensitive to energy prices than it was in the 1970s.  Two important trends reinforced each other, economists said. Driven by higher prices, many industries became more efficient in their use of fuel. And services, which require less energy than manufacturing, became a far bigger share of the economy. Overall, the amount of energy needed to produce $1 of economic output has been cut nearly in half since 1980, U.S. Energy Department figures show.  Some economists do say that high-price oil has been a strain on the economy in the last few years. But the effect may have been to shave a bit off an otherwise healthy growth rate, so the impact, they say, has been hard to see. 
Cheap retail goods offset the costs of $100 oil 

Fritsch and Evans, correspondents for the Wall Street Journal, September 29 2007
(“How Economy Could Survive Oil At $100 A Barrel,” The Wall Street Journal, ProQuest, accessed October 19 2007) 

The world economy has managed, with some indigestion, to swallow the rise of oil prices past $80 a barrel. How well could it survive $100 a barrel? The answer is quite well -- so long as several conditions still hold true. The price rise would probably have to be gradual. Inflation couldn't get so bad as to force big interest-rate hikes. Oil-rich nations would need to pump their profits back into U.S. and European economies.  All of this has happened so far. The happy confluence may continue, though fears remain strong that high energy prices will tip the U.S. into recession. [Dartmouth’s card begins] A host of factors, including tight oil supplies and a weak U.S. dollar, suggest that oil prices have further to rise. Some analysts continue to believe that oil is destined to reach an all-time high, as measured in today's dollars, of more than $101 a barrel.  The record was set in 1980. On Friday in New York, the benchmark crude-oil futures price closed down $1.22, or 1.5%, to finish at $81.66, a little more than $2 off the all-time high, not adjusting for inflation.  High oil prices could lead to ugly consequences if they hit consumers' pocketbooks -- especially in the U.S., where the housing slump is already hurting the economy. Consumer spending has been the primary engine of growth in the U.S. in recent years. Target Corp. was among the major retailers in the last week cutting sales forecasts.  Target expects September sales at stores open at least a year to rise just 1.5% to 2.5%, down from an earlier expectation of 4% to 6% growth. [Dartmouth’s card ends] For all the concern, the world today is better equipped to swallow expensive oil than it was when Jimmy Carter was installing solar panels and a wood-burning stove in the White House. The main reason has to do with what some call the Wal-Mart effect.  For every extra dollar taken from drivers' pockets at the pump in the form of higher prices in recent years, low-cost exporters from China and elsewhere have put roughly $1.50 back in the form of cheaper retail goods. Even at today's near-record prices, U.S. households today spend less than 4% of their disposable income at the pump, vs. over 6% in 1980.  

Chinese growth, resource reinvestment, and economic consensus prove no impact to high prices

Fritsch and Evans, correspondents for the Wall Street Journal, September 29 2007 “How Economy Could Survive Oil At $100 A Barrel,” The Wall Street Journal, ProQuest 

Strong growth in places like China helps take some of the edge off the oil-price blow for U.S. and European companies such as Detroit's Big Three auto makers. Many emerging markets are hitting a "takeoff" stage, where per-capita income reaches a level that sparks serious auto demand, says Ellen Hughes-Cromwick, Ford Motor Co.'s chief economist. Growth in emerging markets is a "structural development" that is "less sensitive to oil-price changes," she says.  "There's a more relaxed attitude now," said Daniel Yergin, a noted oil historian and chairman of Cambridge Energy Research Associates. At a recent event promoting Alan Greenspan's new memoir, Mr. Yergin asked the former Fed chief on stage if $80 oil was a concern. "He basically shrugged and said, 'Not so far,'" Mr. Yergin recalls.  Economists see global growth slowing but still chugging along at a relatively healthy 3% this year and next. High oil prices also mean more money for oil-producing nations such as Russia and Saudi Arabia to invest globally. "If resource owners are now getting a bigger piece of the pie to spend and invest, then $100 oil shouldn't be a problem" in the absence of a U.S. recession, says independent energy economist Philip Verleger Jr. "And that investment is happening." Such sanguine views, while they are far from universal, reflect a fundamental shift in economists' understanding of how energy prices affect the economy.  Historically, oil prices have doubled or trebled in a matter of weeks because of sudden and sharp supply disruptions, such as those in 1980 following the Iranian revolution and the outbreak of the Iran- Iraq war. That prompted the Fed to raise interest rates sharply in an effort to head off a spiral of inflation.  Current Fed chairman Ben Bernanke has spent a lot of time trying to understand such shocks. In 1997, he analyzed the effects of sharp rise in prices during the oil shocks of 1973-75, 1980-1982 and 1990-91 in the Brookings Papers on Economic Activity. His surprising conclusion: The Fed's cure for high oil prices was worse than the disease.  "The majority of the impact of an oil price shock on the real economy is attributable to the central bank's response to the inflationary pressures engendered by the shock," he wrote. Today, that view is fairly mainstream among central bankers.  Mr. Bernanke's Fed recently responded to the subprime mortgage crisis by cutting benchmark interest rates for the first time in four years. By implication, the Fed was saying it was more worried about the fallout from credit-market gloom than about the risk of inflation. At a time of record energy prices, that's a risky but educated bet.  Growing fuel efficiency could also blunt the blow of higher prices. James Barnes, a Union Pacific Corp. spokesman, says the railroad has bought more fuel-efficient locomotives and trained engineers to operate trains in ways that conserve fuel. "From a macro level, we would anticipate that rising oil costs will make us more competitive [with trucks] and potentially drive more business our way," Mr. Barnes says.  In China, the engine of growth on which many are counting, other energy sources can make up for oil. China uses oil for only 21% of its energy needs, with most of the rest coming from coal. Unlike in the U.S., where imported oil goes to fill people's gasoline tanks, China mainly uses oil in industrial settings, where coal may be an alternative. Greater coal use, however, would also exacerbate China's already serious pollution problem and speed up emissions of gases that contribute to global warming. 

Study shows no recession or high inflation from price increases. 

Investment Adviser Financial Times Business Limited, 9-13-2004
A study by the International Energy Agency, along with the Organisation for Economic Co-Operation and Development and the International Monetary Fund, found that a sustained $10 a barrel rise in the oil price would result in the OECD losing 0.4 per cent of GDP in the first and second years and inflation rising by half a percentage point. These are significant effects, but insufficient to drive an economy into recession, or to herald the return of high inflation.
A2 dollar

Any decline in the dollar is small and self-correcting.

Trevor Williams, 1/15/2008. Lloyds TSB Financial Markets. “Macroeconomic themes for 2008: another strong performance by emerging economies,” FX Street Economics Weekly, http://www.fxstreet.com/fundamental/analysis-reports/economics-weekly/2008-01-15.html.

Economic growth to be strong once again… Despite the doubling of oil prices and the credit crisis, global economic growth last year was above the long run average for a fifth year in succession. It was also clear that though growth in the main economies held up very well, this strong outcome was primarily due to the emerging markets, in particular China, India and Russia. But growth was also strong in all of the major oil exporters and commodity exporters of metals and minerals. There are few signs from these economies in recent months that the pace of growth is yet slackening. Oil prices remain high and demand for commodities from the emerging market giants (in terms of population) of China and India is still strong. However, we project that higher interest rates in many of the emerging market economies and currency appreciation over the past year - and likely to persist into this year - will slow down growth in 2008 compared with 2007. ...led by emerging markets... But with oil prices still high and commodity prices in general still strong, emerging market growth will remain broad based and not confined to the largest developing economies. Continued growth in the emerging economies will also help growth in the developed economies to stabilise at or near trend rates this year. This means growth for the UK of 2.3% and for the eurozone 2%. For the US, growth is likely to remain below trend, at some 2%, as a result of the fallout from an extremely overvalued housing market slowing down and the bursting of the credit market bubble. This should be seen as good news in the medium term as the US has been consuming too much and saving too little in recent years, which meant that it was running an ever larger external deficit that threatened the stability of the global economy. A weaker currency will help to rebalance the global economy and make growth more sustainable in the years' ahead. With continued weakness in the US dollar likely this year, we look for faster export growth and sharply lower interest rates to spur economic recovery in the second half of 2008. However, once growth starts to recover, and it is clear that interest rates have peaked, the US$ could well reverse some of its decline.

Weak dollar doesn’t give them an internal link to the global economy—high prices still help other countries.

Bloomberg, 9/21/2007. www.bloomberb.com/apps/news?pid=20601039&refer=columnist _sesit&sid=a.e.eUfVs1TM.

`Oil exporters' propensity to import from the U.S. has declined in recent years, while their tendency to import from Europe and Asia has risen steadily,'' says Stephen Jen, global head of currency research for Morgan Stanley in London. OPEC nations currently buy more than three times as much from the European Union as from the U.S., he says. To the extent that oil exporters keep buying European, Europe's economy may be less affected by higher oil prices than the U.S. economy, prompting investors to favor European investments. And since oil imports account for about a third of the U.S. trade deficit, ``high and rising oil prices may be particularly bad for the dollar,'' Jen says.
Weak dollar is self-correcting.

N. Gregory Mankiw, 12/23/2007. Professor of economics at Harvard, and he wrote my econ textbook last semester. “How to Avoid Recession? Let the Fed Work,” New York Times, http://www.nytimes.com/2007/12/23/business/23view.html?ref=business.

By making United States bonds less attractive to world investors, lower interest rates from a monetary expansion also weaken the dollar in currency markets. A depreciation of the currency is not in itself to be feared. Treasury secretaries often repeat the mantra of favoring a strong dollar, but these pronouncements are based more on public relations than hard-headed analysis. A weak currency is a problem if it results from investors losing confidence in an economy. The most damaging cases are the episodes of sudden capital flight, as occurred in Mexico in 1994 and several Asian countries in 1997. This outcome is unlikely for the fundamentally sound American economy, but fear of it is one reason that Treasury secretaries maintain public fealty to a strong dollar. But if a weakened currency comes about because the central bank is trying to stimulate a lackluster economy, the story is very different. In that case, depreciation is not a malady but just what the doctor ordered. A weaker currency makes domestic goods more competitive in world markets, promoting exports and bolstering the economy. The dollar’s falling value is one reason exports of goods and services have grown more than 10 percent in the past year.

A2 decrease oil demand

This argument is silly – demand for oil is highly inelastic

Murray, FACSNET Managing Editor, No Date Given “Oil and economics: Cutting through the spin,” http://www.facsnet.org/tools/energy/zupan.php)
Economists say demand for cigarettes is “inelastic.” On a graph, a perfectly inelastic demand curve is vertical. On the other extreme, some products are hypersensitive to price changes. In this type of market, for example, raising the cost of a newspaper from 50 cents to 60 cents might anger people to cancel their subscription and get their news from the Internet.  Economists call this type of market situation highly elastic. A perfectly elastic demand curve is horizontal – raise the price 1 cent, and all demand stops.  “This is a bad type of market to be in if you are a supplier. This is a perfectly competitive market,” Zupan said.  Demand for oil, like cigarettes and to a lesser extent medical care, is inelastic in the short run. Consumers are slow to react to changes in energy costs. The price of gas at the pump could double, but people would continue filling their tanks because they have to continue driving to work, taking their children to school, etc. 
***A2 finite oil***

A2 peak 

1.) No peak oil, especially in the short term – 2010 figures prove

Stuart Hampton, staff writer concerning oil and gas, “What peak oil? – US oil and gas reserves grew in 2010”, June 17th, 2011, http://www.bizmology.com/2011/06/17/what-peak-oil-us-oil-and-gas-reserves-grew-in-2010/, accessed on July 3, 2011, CJJ

According to Ernst & Young’s 4th annual US exploration and production benchmark study, oil reserves grew by 11% to 17.8 billion barrels in 2010 and natural gas by 12% to 174.3 trillion cu. ft., the strongest oil and gas reserve growth in the last five years. The report examined the US exploration and production results of the 50 largest oil and gas companies, as a way to take a measure of the US oil and gas landscape. Fueled by high commodity prices, oil and gas companies more than doubled their capital expenditures (primarily property acquisitions) in 2010, growing from $72.8 billion in 2009 to $177.9 billion in 2010. Improved technology was also a key factor. Improved hydraulic fracturing (fracking) and horizontal drilling technology has increased shale oil and gas development and made for a major growth in reserve and/or production replacement rates. In 2010 the oil production replacement rate from discoveries, extensions, improved recovery, revisions, purchases, and sales of proved reserves was 234%; the natural gas production replacement rate, 252%. BP led the pack in 2010 with 2.9 billion barrels of oil reserves in the US, followed by Exxon Mobil, ConocoPhillips, Occidental Petroleum, and Chevron. Exxon Mobil (with almost 26 trillion cu. ft.) topped the list of companies with major US natural gas reserves, followed by Chesapeake Energy, BP, Anadarko Petroleum, and ConocoPhillips. While the sudden growth does not mean that global oil and gas reserves are not in a long term decline (the Peak Oil theory), the activities of 2010 do show that high commodity prices and improved technology can enable well-capitalized major oil and gas players to identify and access more reserves in the short term. 

2.) Higher prices have made new development more economical and usgs reports indicate 3 trillion barrels exist underground

MSNBC 9/9/2004 http://msnbc.msn.com/id/5945678/

There are skeptics to the production peak theory. Morry Adelman, an MIT economics professor, says there is plenty of oil around as long consumers are willing to pay the price to produce it. "There are a lot of prospects that were not worth developing before which are worth developing now. And there are a whole lot of prospects which were not found before which are worth looking for and worth developing today.” A lot depends, of course, on just how much oil remains underground. Many of those who fear a production peak is imminent base their forecast on estimates of what geologists call the “ultimate recoverable resource” of about 2 trillion barrels of oil. But there’s disagreement among geologists on that number. A comprehensive study by the U.S. Geological Survey in 2000 estimated that some 3 trillion barrels of oil will ultimately be produced. Adelman argues that the amount of oil left to be produced is “unknowable.”

3.) New technology is the bomb :  3d visualization, deep sea exploration and horizontal drilling increase oil finds

MSNBC 9/9/2004 http://msnbc.msn.com/id/5945678/

Meanwhile, technology is expanding the industry’s ability to find and extract oil – in some cases finding new fields once thought to be fully exploited. Horizontal drilling has provided access to pockets of petroleum otherwise unaffordable or unreachable. So-called 3D visualization, in widespread use for the past five years allows geologists to “see” underground formations with a degree of clarity and detail unimaginable a decade ago. Advances in remotely operated vehicles (ROVs) are extending the reach of deep-water exploration and production further and further offshore. “There’s no such thing as limitless, but the limits keep being expanded all the time,” said Adelman. “There are many offshore places that in the fullness of time will get explored. But I don’t know (how much oil) there is there, and in fact nobody does.  That’s the kind of frontier you have. It’s disorderly.”   

4.) Saudi Arabia and Iraq are only using 5 out of their 50 large oil fields now-

Dr. Leonardo Magueri (Senior Vice President Eni Spa) 5/21/2004 Science Magazine http://www.sciencemag.org/cgi/content/full/304/5674/1114#affiliation
Critics could note that new oil discoveries are only replacing one-fourth of what the world consumes every year (following a declining trend that began in the mid-1960s), and that increases in reserves largely derive from upward revisions of existing stock. However, the real issue is that neither major producing countries nor publicly traded oil companies are keen to invest money in substantial exploration campaigns. The countries richest in oil have minimized their oil investments during the last 20 years, mainly for fear of creating a permanent excess capacity such as that which provoked the crisis in 1986 (when oil prices plummeted to below $10/bbl). In fact, countries such as Saudi Arabia or Iraq (which together hold about 35% of the world's proven reserves of oil) produce petroleum only from a few old fields, although they have discovered but not developed more than 50 new fields each. Moreover, in countries closed to foreign investments, the technologies and techniques used are, in most cases, obsolete.

b.) Heavy crude is abundant

ELC (Environmental Literacy Council) 2004 http://www.enviroliteracy.org/subcategory.php/252.html
Heavy crude is high viscosity crude oil that results from the degradation of conventional oil in shallow reserves. Estimates of heavy crude resources are about 350 gigatonnes. Almost half are found in Venezuela; heavy crude oil is also found in Russia, Kuwait, Iraq, Mexico, and China. About 8 percent of global oil production comes from heavy crude.

5.) The shape of the oil curve is indeterminate- peaks are not important, different non oil related issues could cause peaks

World Oil Journal 7/2004 “Lies, damn lies and harbor spies”, Ebsco
Finally--and this goes to the core of "peak science"--the peak itself is not fundamentally important. There is nothing in theory or in practice that precludes any shape of the world production curve, nor gives to it any importance whatsoever. Even Hubbert himself, who eventually, came to believe that he knew the total world endowment and, thus, the area under his famous bell curve, originally said that he could not predict the shape of the curve. But that is a gross understatement. Given the normal uncertainties of future prices, discoveries (including elephant fields, inventions, breakthroughs, unknown energy processes /sources), wars, growth, demand and government investment, the world production curve could have one peak, a peak-and-a half or a prolonged plateau. It is even possible to have a situation where oil production has peaked not because of exhaustion of the resource but due to a combination of prices, the growth rate of world economies and improving energy intensity, followed by an incredibly slow decline, as alternatives, perhaps even Power X, come online. Did anyone predict nuclear fission, or the relatively short time to fission-powered electrical generation? Put another way, it's possible, even likely, that serendipity will play the greatest role of all.
6.) Unconventional resources like shale will fill in-  299 gigatons of oil shale exists

ELC (Environmental Literacy Council) 2004 http://www.enviroliteracy.org/subcategory.php/252.html

Economists argue that long before the physical supply of conventional oil is exhausted, an increase in prices will spur innovation and development of substitutes for oil. Currently the low cost of oil has deterred efforts to develop alternative energy technologies and has slowed exploration for new sources. In addition to proven reserves of conventional oil, there are vast resources of unconventional sources of oil, including tar sands, oil shale, and heavy crude oils. Oil shales are sedimentary rocks that are rich in organic matter with about 10 percent kerogen. Oil extracted from these rocks can be used directly as fuel or used to produce synthetic petroleum. The World Energy Council estimates that there are 299 gigatonnes of oil shale. The most significant resources are found in China, Estonia, the U.S., Australia, and Jordan. Estonia is the only country that is currently using oil shale to generate electricity.

7.) Maintained higher prices will lead to a 10% increase in recoverable oil

World Oil Journal 7/2004 “Lies, damn lies and harbor spies”, Ebsco
The derisive term "paper barrels" that he and others use is a diversion. Are paper barrels any less real? Of course not. It doesn't matter whether reserve additions derive from new wildcats, field extensions, new compartments within existing fields, previously uneconomic satellites that now have supporting infrastructure, prices or increased recovery factors, because all of these result in real, additional oil brought to the surface that was previously unknown or thought unprofitable. I have no idea why so many elements of reserves growth are ignored or denied by the Peakers; perhaps it's because it just doesn't fit their impending doom scenario. Of these, two interrelated factors still have a long way to go: prices and recovery factors. The roughly 10% increase in recovery during the past two decades has resulted in about one-third of in situ oil being recovered. But this is nowhere near irreducible oil saturation. In other words, there is every reason to believe that, in time, with advanced methods and higher oil prices, recovery factors, on average, could go up another 10%, probably more. The truth is, there's a lot more recoverable oil at $50 than there is at $20. But could the world withstand such high prices? Undoubtedly. And the attendant demand destruction, together with the upsurge in alternatives, would further delay exhaustion of the resource.
Large amounts of oil exist in deep waters like the artic and africa

Paul Roberts (Energy Author) 2004 The End of Oil  p.56  
Third, companies are much smarter at knowing where to look for oil. New geological understandings — for example, that oil can form anywhere within dozens of miles of a river delta, even in superdeep waters — have led to a welter of new discoveries in unexpected places, like the deep waters off the coast of West Africa. Deep-water oil is touted as the real frontier of the future and is the place where most oil companies and many analysts expect to find the bulk of the undiscovered oil. Excitement is particularly keen over “deltaic” prospects in the deep-water Gulf of Mexico, off the coast of Africa and Brazil, as well as in the Arctic provinces of Canada and Greenland, Nonvay, and Siberia, where seismic surveys reveal subterranean structures identical to those beneath the oil-rich North Sea, but far larger. “The Arctic is going to be the next big play:’ promises torn Ahlbrandt, the director of the USGS world assessment project and a prominent oil optimist. “We feel that more than half of all undiscovered resources are in the deep offshore, of which half are in the Arctic. And we’ve looked at only seven Arctic provinces; there are twenty-eight more we peed to look at. We haven’t even begun to discover all the oil that is out there?”
Extend #1 – No Peak

Extend the 1nc Hampton Evidence- Peak proponents are wrong- global oil supplies are strong and growing, the earliest a peak could come is 50 years from now.

And, Peak oil won’t happen for decades, tar sands and other fossil fuels mean no impact

Tina Casey contributing writer for CleanTechnica, “ CIA Predicted Peak Oil More than 30 Years Ago”, June 9th, 2011, http://www.triplepundit.com/2011/06/prepare-peak-oil/, accessed on July 3, 2011, CJJ

The Consensus on Peak Oil Hicks puts the current general consensus on the time left until peak oil at about 35-40 years, which would make Nehring’s prediction right on the money. Energy & Fuels, a publication of the American Chemical Society, was somewhat less optimistic in a prediction published last year. They put the peak of conventional crude production at 2014. Long Term Oil Shortages a Possibility In a 2005 report, the Department of Energy also indicated that peak oil could be around the corner. In a reversal of its usual rosy optimism, DoE stated that the start of global oil production decline could not be known with certainty, and that failure to prepare a “crash mitigation program” would result in decades-long chronic shortages. An Alternative Scenario for Oil Nehring’s prediction was based on the low probability that gigantic new oil fields would be discovered in our time. However, new avenues have opened since his analysis. Between tar sands, shale and deep ocean drilling, the oil industry is developing significant new sources. Combined with drilling for natural gas in shale formations such as the Marcellus and with alternative energy, it is possible to envision a “soft landing” for peak oil. In this scenario, declining oil production from conventional fields is at least partly, or even fully, balanced by unconventional sources, with the development of other fossil fuels and alternative energy rounding out the picture. In fact, it sounds very much like our current situation. 
No peak oil coming – current levels not waning and new reserves of natural gas are being found

Hiserodt 06/08 (Ed Hiserodt is an aerospace engineer and has been president of Controls & Power, Inc. since 1983. Mr. Hiserodt is an expert in power generation technology; June 8, 2011; The New American: “Natural Gas – the Coming Shale Gale” http://www.thenewamerican.com/tech-mainmenu-30/energy/7789-natural-gas-the-coming-shale-gale) 
Of course, the President who said this was not Barack Obama. (Could you imagine Obama calling for a transition to coal?) The President was Jimmy Carter — on April 18, 1977. In the same speech, Carter also said that “in spite of increased effort, domestic production has been dropping steadily at about six percent a year.” Regarding oil in particular, he warned that if consumption continued to rise at the same five percent annual rate it had in the past, “we could use up all the proven reserves of oil in the entire world by the end of the next decade” — that is, by the end of the 1980s.  Not only have we not run out of either oil or natural gas, but in the case of natural gas, America’s “proved reserves” have actually risen significantly since 1977. According to the Energy Information Administration (EIA, a part of the U.S. Department of Energy), the United States possessed 207 trillion cubic feet of (dry) natural gas in 1977, as compared to 272 trillion cubic feet in 2009. How could the nation’s proved reserves go up instead of down, despite all of the natural gas that has been consumed since 1977?  Part of the answer is the discovery of new fields. But another part of the answer is changing economic and technological conditions that have made it profitable and practical to recover natural gas that otherwise would have been left in the ground.  The “proved reserves” figures reported by the Energy Information Agency are a relatively small part of America’s natural-gas resource base, which has increased dramatically in recent years. On April 27 of this year, the nonprofit Potential Gas Committee, which is comprised of a group of experts in the field, estimated the U.S. future gas supply at 2,170 trillion cubic feet — enough natural gas to satisfy America’s consumption for 100 years, and a huge 42 percent increase over the committee’s assessment just four years earlier. Dr. John B. Curtis, the Potential Gas Committee’s spokesman as well as professor of geology and geological engineering at the Colorado School of Mines, noted that the assessment “reaffirms the Committee’s conviction that abundant, recoverable natural gas resources exist within our borders … and in all types of reservoirs — from conventional, ‘tight’ and shales, to coals.”  Shale-gas resources, in particular, have skyrocketed and are now being tapped commercially. This emerging natural-gas gale is being powered by rapidly developing technologies of drilling and methods to convert the underground resources into economic and efficient forms of fuel. It is impossible to predict a limit to this energy boon, which is now just several years in the making.  The technological breakthrough sparking this energy revolution is the combination of horizontal drilling and hydraulic fracturing known as “fracing” (pronounced FRăK-ing). Born in the Barnett Shale of North Central Texas in 2003, it has spread across the United States and is now the norm in most natural gas-producing areas of the world. It is used to force large amounts of methane — 85 percent of what is referred to generally as natural gas — out of tight shale formations that were hitherto considered economically unviable. 

No peak oil – economics prove

Tim Worstall, blogger, freelance journo economist, and Fellow at the Adam Smtih Institute, “Misunderstanding Peak Oil”, June 15th, 2011, http://blogs.forbes.com/timworstall/2011/06/15/misunderstanding-peak-oil/, accessed on July 3rd, 2011, CJJ

It’s there in that second paragraph. Specifically “when production might fail to meet supply”….actually, looking at that in detail they’ve managed to get that completely the wrong way around anyway, well done to The Guardian! They mean “when production will fail to meet demand”. Not realising that this is an impossibility. For one of the more basic things about economics is that there is no such thing as “supply” or “demand”. There is only “supply at a price” and “demand at a price”. So, if supply does fall then price will rise. That price change will reduce demand and thus supply and demand will balance. Yes, certainly, if oil prices move from $100 a barrel to $200 a barrel then there will be an awful lot of people still demanding $100 a barrel oil. But so what? The price is now $200 which is where supply and demand balance. After all, there are an awful lot of people (like anyone still stuck with a Hummer) who would like $10 oil. But we don’t say that supply and demand don’t balance because some would like to have $10 oil. We just say that it’s $100 now because that’s the price where supply and demand balance. This isn’t to say that oil suddenly bouncing up to $300 or $500 wouldn’t be something of a trauma. But it just cannot be true (in the absence of politicians doing something stupid like enacting price controls) that supply not meet demand. For it is prices which change to make sure that they do. 

Peak oil is overstated- doesn’t put into account oil yet to be discovered

Oil Price 10 (oil market publication,“Debunking the Myth of Peak Oil - Why the Age of Cheap Oil is Far From Over (Part 1)”, http://oilprice.com/Energy/Crude-Oil/Debunking-the-Myth-of-Peak-Oil-Why-the-Age-of-Cheap-Oil-is-Far-From-Over-Part-1.html, 17 March 2010, accessed 7/3/11) JER 

Over the past 33 years mankind has consumed more than three times the world’s known oil reserves in 1976 – and today proven oil reserves are nearly double what they were before we started. The story with natural gas is even better – here and around the world enormous amounts of natural gas have been found. More will be found. But if you had asked in 1976 what the supply of oil would be like given the demand of 2010, you would have come up with the “Peak Oil” theory then, and we would have supposedly run out of oil decades ago; an ongoing impending crisis. I think the key to the argument of Peak Oil, is that it not only ignores the huge amounts of oil yet to be found, but other hydrocarbon fuels as well. Even if the “theory” holds water, which I argue on its face (or in your face, as some so delightedly pointed out), we will not be out of hydrocarbons and our cars stranded on the side of the road during this century. This is the perceived “crisis” of Peak Oil that tells us that declining production and increasing demand will cause a disruption in supply. 

And, oil will not run out in the near future

Dr.Leonardo Magueri (Senior Vice President Eni Spa) 2003 July/Aug, Foreign Affairs
Dire predictions of scarcity go hand in hand with fears about oil security. The truth is that oil supplies are neither running out nor becoming insecure. Today, the average world recovery rate from existing oil reserves is 35 percent, as compared to about 22 percent in 1980. Given current oil consumption levels, every additional percentage of recovery means two more years of existing reserves. This evolution also partly explains why the life index of existing reserves is still growing even though the world is replacing only 25 percent of what it consumes every year with new discoveries and major new oil discoveries have decreased since the 1960s. Today's ratio of proven oil reserves to current production indicates a remaining life of 43 years for existing reserves, compared to 35 years in 1972 and 20 years in 1948. Advances in technology explain the apparent contradiction between fewer discoveries and more oil. Whereas an oil field does not change, knowledge about it does, sometimes dramatically.

Even at current consumption rates, we will have oil for over 30 years

Irish Independent 6/25/2004
Oil will, of course, run out eventually, as you might expect with a finite resource that the world is burning at the rate of 76m barrels a day. But it's going to take a while.  Even at 2002's rate of consumption, conventional oil reserves will last more than 30 years.

Extend #2/3 – Trillion Barrels Exist

Extend the 1nc MSNBC Evidence- MIT Professors and the US Geological Survey both determined that we are nowhere near a peak in oil production

The 2000 USGS Survey concluded that over 3 trillion barrels of oil remain today, and you should prefer our evidence over theirs and star this argument-  the usgs survey was the most extensive analysis of oil supply ever done- and included the most geological experts

John Wood (Energy Analyst for Department of Energy) 8/18/2004  http://www.eia.doe.gov/pub/oil_gas/petroleum/feature_articles/2004/worldoilsupply/oilsupply04.html
In April 2000 the United States Geological Survey (USGS) released results of the most thorough and methodologically modern assessment of world crude oil and natural gas resources ever attempted. This 5-year study was undertaken "to provide impartial, scientifically based, societally relevant petroleum resource information essential to the economic and strategic security of the United States." It was conducted by 40 geoscientists (many with industry backgrounds) and was reviewed stage-by-stage by geoscientists employed by many petroleum industry firms including several of the multinational majors.

And, new evidence shows the usgs’s report was too conservative about avaliable oil more exists

John Wood (Energy Analyst for Department of Energy) 8/18/2004  http://www.eia.doe.gov/pub/oil_gas/petroleum/feature_articles/2004/worldoilsupply/oilsupply04.html
In fact, we believe that the USGS estimates are conservative for a variety of reasons, chief among which are that the USGS assessment did not encompass all geologically conceivable small sources of conventionally resevoired crude oil and was limited to the assessment of reserves that would be added within a 30 year time frame because, in part, "... technological changes beyond 30 years are difficult, if not impossible, to conceptualize and quantify." The latter limitation has clear implications for such matters as expectations regarding field discoverability and producibility, not to mention recovery factor improvement.

A2: USGS Is Baised-

1.) They have no incentive to be, they predicted the demise of the US Oil industry in the 1970s, they have no reason to lie about oil supplies

2.) 40 geoscientists would not endorse the study if it was- these are respected experts in the field who would not smear their names in lies

3.) Studies since then have backed it up, including those done by the DOE

The USGS survey was the best survey ever done when it comes to remaining oil supplys

BOA (Bulletin of Atomic Scientists) Jan/Feb 2004 http://www.thebulletin.org/issues/2004/jf04/jf04cavallo.html

Yet the same advances in geology and engineering that have provided consumers with seemingly limitless petroleum also allow much better estimates to be made of how much oil may ultimately be recovered. After a five-year collaboration with representatives from the petroleum industry and other U.S. government agencies, the U.S. Geological Survey (USGS) completed a comprehensive study of oil resources. The "USGS World Petroleum Assessment 2000" is the first study to use modern science to estimate ultimate oil resources. [1]  The importance of this assessment is difficult to overstate. Previous world oil resource evaluations have ranged from crude "back-of-the-envelope" calculations to estimates based on proprietary databases, and have often lacked enough detail to allow a comparison between production and estimated reserves. We now have credible, easily accessible long-term production records and science-based resource estimates for all of the important oil producing regions in the world--crucial for understanding how oil production might evolve over time.
Extend #3 – New Technology Solves

Extend the Second MSBC Evidence- an array of new technology has increased oil supplies

1.) 3D visualization has made exploration real easy

2.) Horizontal drilling has increased access to oil pockets

3.) Deep Sea Drilling has expanded supply infinitely

New technology has made extraction in current reserves easier and economical

ELC (Environmental Literacy Council) 2004 (http://www.enviroliteracy.org/subcategory.php/252.html)

Despite the continued growth in global consumption of petroleum, proven oil reserves have increased steadily over the past twenty years, in large part because oil companies have revised their estimates of reserves in known fields. According to the Oil & Gas Journal’s production estimates, during the period of 1970 to 2000, 680 Gb of oil was produced, but 980 Gb of reserves were added. Under old technologies, oil companies could only retrieve about 35 percent of the oil in place; with enhanced technologies, including directional drilling, companies have increased that amount and with new technologies, it is believed that it is possible to extract up to 65 percent of the oil in the field. Moreover, three and four dimensional seismic exploration technology has led to revised estimates of oil that can be economically extracted. Reserves are defined by economic as well as geological considerations; one reason that reserves increase is that companies do not invest funding in exploration and enhanced recovery until there is a demand and the prices of oil warrants the expenditure. In constant dollars, the cost of gasoline is less than it was a century ago; currently oil companies lack the incentive to invest significant amounts in risky oil exploration activities.

3 trillion barrels of oil exists- new technology has increased reserves

Dr. Leonardo Magueri (Senior Vice President Eni Spa) 5/21/2004 Science Magazine http://www.sciencemag.org/cgi/content/full/304/5674/1114#affiliation
Thanks to new exploration, drilling, and recovery technology, the worldwide finding and development cost per barrel of oil equivalent (boe) has dramatically declined over the last 20 years, from an average of about $21 in 1979-81 to under $6 in 1997-99 (in 2001 dollars) (9). At the same time, the recovery rate from world oil fields has increased from about 22% in 1980 to 35% today. All these factors partly explain why the life-index of world reserves (gauged as the ratio between proven oil reserves and current production) has constantly improved, passing from 20 years in 1948 to 35 years in 1972 and reaching about 40 years in 2003. Today, all major sources estimate that proven world oil reserves exceed 1 trillion (1012) barrels, while yearly consumption is about 28 billion barrels (10-13). Overall, the world retains more than 3 trillion barrels of recoverable oil resources (14).
Improved technology can hold off Peak Oil- US proves

Hampton 6/17/11 (Stuart,editorial veteran of oil markets, “What Peak Oil? — US oil and gas reserves grew in 2010”, http://www.bizmology.com/2011/06/17/what-peak-oil-us-oil-and-gas-reserves-grew-in-2010/, 6/17/11, accessed 7/3/11) JER

According to Ernst & Young’s 4th annual US exploration and production benchmark study, oil reserves grew by 11% to 17.8 billion barrels in 2010 and natural gas by 12% to 174.3 trillion cu. ft., the strongest oil and gas reserve growth in the last five years. The report examined the US exploration and production results of the 50 largest oil and gas companies, as a way to take a measure of the US oil and gas landscape. Fueled by high commodity prices, oil and gas companies more than doubled their capital expenditures (primarily property acquisitions) in 2010, growing from $72.8 billion in 2009 to $177.9 billion in 2010. Improved technology was also a key factor. Improved hydraulic fracturing (fracking) and horizontal drilling technology has increased shale oil and gas development and made for a major growth in reserve and/or production replacement rates. In 2010 the oil production replacement rate from discoveries, extensions, improved recovery, revisions, purchases, and sales of proved reserves was 234%; the natural gas production replacement rate, 252%. BP led the pack in 2010 with 2.9 billion barrels of oil reserves in the US, followed by Exxon Mobil, ConocoPhillips, Occidental Petroleum, and Chevron. Exxon Mobil (with almost 26 trillion cu. ft.) topped the list of companies with major US natural gas reserves, followed by Chesapeake Energy, BP, Anadarko Petroleum, and ConocoPhillips. While the sudden growth does not mean that global oil and gas reserves are not in a long term decline (the Peak Oil theory), the activities of 2010 do show that high commodity prices and improved technology can enable well-capitalized major oil and gas players to identify and access more reserves in the short term. 

Peak Oil passed by- production will fix it 

Kurczy 10 (Stephen, Staff writer, “International Energy Agency says 'peak oil' has hit. Crisis averted?” http://www.csmonitor.com/World/Global-Issues/2010/1111/International-Energy-Agency-says-peak-oil-has-hit.-Crisis-averted, November 11, 2010, accessed 7/3/11) JER

Global crude oil production, though, has already peaked, according to the IEA. The difference between supply and demand will be made up from rising production of natural gas liquids and unconventional oil, notably Canadian oil sands. Crude oil output will plateau at about 69 mbd by 2015, according to the IEA, marginally below the all-time peak of 70 mbd reached in 2006. Total oil production, which includes the oil sands and liquid gas, will not peak before 2035.
New technology and data allow for expansion of existing reserves

Dr. Leonardo Magueri (Senior Vice President Eni Spa) 5/21/2004 Science Magazine http://www.sciencemag.org/cgi/content/full/304/5674/1114#affiliation
For example, the Kern River field was discovered in California in 1899. Calculations in 1942 suggested that 54 million barrels remained. However, in 1942 "...after [43] years of depletion, 'remaining' reserves were 54 million barrels. But in the next [44] years, it produced not 54 but 736 million barrels, and it had another 970 million barrels 'remaining' in 1986. The field had not changed, but knowledge had...." (7). This is but one of hundreds of cases reported in oil-related literature that underscore the inherently dynamic nature of oil reserves. As Klett and Schmoker have recently demonstrated, from 1981 to 1996 the estimated volume of oil in 186 well-known giant fields in the world [>0.5 billion (109) barrels (Bbl) of oil, discovered before 1981] increased from 617 to 777 Bbl without new discoveries (8). Indeed, many studies have proved the phenomenon of "reserve growth"--i.e., that "additions to proven recoverable volumes are usually greater than subtractions" (8). This occurs because of four fundamental elements: technology, price, political decisions, and better knowledge of existing fields--the last of these being possible only through effective and intensive drilling.

Technology will allow for deep sea oil and shale development

UPI 7/24/2004
A recent study by M.A. Adelman, of the Massachusetts Institute of Technology, shows the difficulty of predicting future volume. In 1971, the study said, nations that were not members of the Organization of Petroleum Exporting Countries had tested reserves of 20 billion barrels. Thirty years later, the study said, those countries have produced 46 billion barrels and have 20.9 billion barrels in reserves.  Higher petroleum prices are driving the exploration and discovery of new oil fields and the development of those old ones that had previously been deemed unexploitable, where new technologies may make oil extraction possible.  Drills have already penetrated into wells at the bottom of the Gulf of Mexico, a couple of miles below the surface of the water, oil fields which according to some estimates may contain 2.5 billion barrels of oil.  Technological advances may also result in facilitating extraction from oil-rich soils found in Alberta, Canada. In an article published in June in National Geographic, Tim Appenzeller said that AlbertaA's sands, soaked with heavy crude oil, "contain the equivalent of 1.6 trillion barrels of oil, a quantity which could be greater than all of the world oil reserves combined."
New extraction methods expand middle east supply vastly

Paul Roberts (Energy Author) 2004 The End of Oil  p.55-6
Worldwide, according to the USGS, enhanced recovery technologies will add another seven hundred billion barrels of oil to the world’s tally of remaining oil — and delay by years the peak in production. Dan Butler, an analyst at the Energy Information Agency, the very optimistic forecasting arm of the U.S. Energy Department, says some of the biggest potential for improving recovery is in the Middle East. “The Saudis have very primitive operations,” says Butler. “They just let the oil gush out. But if you could get another 5 percent out of Saudi Arabia and the rest of the Middle East, you would up your reserve base by at least a hundred billion barrels.

New technology has helped find fast new oil supplies

Oil and Gas Journal Symposium 7/14/2003
Ahlbrandt claimed that technological innovations in the oil and gas industry "are manifested in increased success rates -- in spite of less drilling -- and the enormous contribution from reserve growth. "We have documented detailed reserve growth in the world and have published detailed reserve growth studies in the West Siberian basin, the Volga-Urals, Middle East, and, most recently, presented reserve growth studies for the North Sea , , , The North Sea example demonstrates the phenomena in a significant, technologically advanced province , , ,"  That view resonates in the picture the USGS painted of potential world petroleum resources in 2000 (Table 2). That assessment pegged the amount of future technically recoverable oil outside the US at 2.12 trillion bbl and an ultimate mean global URR of 3 trillion bbl. That compares with some peak-oil advocates' estimates of the entire global conventional oil endowment, including cumulative production to date, at 2 trillion bbl -- of which half has been produced.

New technology prevents peak oil.

Dears 3/18/11, ( Donn Dears is a GE energy expert, “Peak oil discredited”. http://dddusmma.wordpress.com/2011/03/18/peak-oil-discredited/. 7/03/11. Google, AW)

One of the most respected forecasting organizations, CERA (Cambridge Energy Research Associates), published a paper at the end of 2009 stating that, at least until 2030, “there was no evidence of peak supply”.  They went on to say, after 2030 they foresee “an undulating plateau, rather than a dramatic peak”. CERA forecasts worldwide production of 115 million barrels per day by 2030, which compares to our current worldwide production of approximately 85 million barrels per day. While we will eventually run out of all minerals and oil, there’s no reason to base energy decisions on an imminent collapse in the availability of oil. In addition, there will be new advances in technology, some that could unlock the billions of barrels of oil locked in shale in the Wyoming, Utah and Colorado area that’s currently too tightly locked in the shale for existing fracking technologies to reach. There’s no reason to believe we can’t produce significantly more oil in the US, for decades to come. Fear of peak oil is another reason being used by those who oppose drilling, to prevent more drilling in the US. We have the oil, and the sooner we embark on a serious campaign to produce more oil, the sooner we can mitigate disruptions in production in foreign countries.
New drilling technology prevents peak oil – increases economic feasibility.

Ash Bennington 2/10/11, ( Bennington is a staff writer for for cnbc.com, “ massive new US oil supply – Peak oil fears overblown?”. http://www.cnbc.com/id/41514973. 7/03/11. Google, AW)

New drilling techniques may open up "vast fields of previously out-of-reach oil" in the United States—and cut our dependence on foreign oil in half within a decade. Ed Morse, the head of commodities research at Credit Suisse, predicts that oil imports could be cut by 60 percent—driven by the kind of news announced today—including the discover of additional supplies and improved extraction techniques. More specifically, I wrote about how market forces drive new oil development—about how reserves that were previously infeasible to access can later come online: "And recoverable reserves are based on the economic feasibility of extraction. Which means that the supply curve builds in a self-correcting mechanism: when prices rise it becomes economically feasible to go after oil that is more expensive to recover. And new technology is-and will continue in the future-to increase our ability to extract oil in more cost effective ways."
CO2 conversion prevents peak oil – leads to more technology.

Scott Wolley 4/06/11, ( Wolley is a staff writer for CNN money, “ An audacious new theory to compete with peak oil: Hydrocarbons forever”. http://tech.fortune.cnn.com/2011/04/06/an-audacious-new-theory-to-compete-with-peak-oil-hydrocarbons-forever/. 7/3/11. Google, AW)

FORTUNE -- What if scientists could transform coal-fired power plants from giant carbon dioxide emitters into giant carbon sinks? Some say that they can, and will. Graciela Chichilnisky, a founder of Global Thermostat, admits it's hard to believe: "The more energy the less the emissions—it's mind boggling."Global Thermostat and at least two competitors say they can pull carbon dioxide straight from the air, potentially at costs low enough to solve global warming and provide an infinite source of gas by using the CO2 to feed algae. Chichilnisky summarizes her company's business model this way: "Take CO2 from the air and turn it into cash."As a technical matter the idea is clearly possible. Expensive machines used in submarines and space craft have been pulling CO2 out of the air for generations.  The trick is making sucking CO2 out of the air economically feasible. In practice that means beating the cost of carbon capture and sequestration, which typically run $50 per ton. The other big business opportunity for the new carbon capture technology is to use it to enhance the productivity of existing oil fields. Pumping CO2 into wells can dramatically boost production, potentially yielding hundred of billions of dollars in extra oil. That's not a closed loop, and would still raise CO2 levels. But the companies say that in the short-term using carbon capture to pump more oil would allow them to fund major improvements in their technology. David says that the technology already works so well as a source of CO2 for his fuel-making algae that the reduction in atmospheric carbon comes as a bonus -- a big bonus. "Everything we're doing at the company we'd be doing even if CO2 emissions wasn't a problem at all." 

New drilling technology solves peak oil.

Mark J Perry 11/13/10, ( Perry is a professor of finance and economics at the univ. of Michigan,  “Successful Bakken Drilling Technology May Start to Go Global: That's Why "Peak Oil" is "Peak Idiocy", http://mjperry.blogspot.com/2010/11/why-peak-oil-is-peak-idiocy.html. 7/3/11. Google, AW)

Know-how gained from North Dakota's once-perplexing Bakken shale formation is being used to exploit other onerous oil plays across the globe.  Oil companies and countries a world away have taken notice of North Dakota's success, said Lynn Helms, director of the state Department of Mineral Resources. Companies say they are aiming to apply technology learned from the Bakken to geologically similar shales in China, France, Poland, Canada and in some U.S. states, including Wyoming, Utah and Colorado. Companies already have used Bakken technology to successfully tap the rich Three Forks-Sanish formation, directly below the Bakken." MP: New, advanced techniques for drilling oil have revolutionized the domestic oil industry in North Dakota in ways that couldn't have even been predicted just a few years ago, and will likely also open up new oil production in other parts of the world in the near future (like the Alberta Bakken in Canada) that also would have been unimaginable before this year. That's one reason that "peak oil" is peak idiocy: it always underestimates the ultimate resource - human capital (i.e. human ingenuity and the resulting innovation, advances, new technology) - which is endless and boundless, and will never peak.
Extend #4 – Countries Do Not Use All Oil Fields

Extend the 1nc Magueri Evidence- Saudi Arabia and other large Oil Producing countries are not producing at full capacity.  Evidence Indicates that they are only using 5 out of their huge amount of oil fields.  

Saudia Arabia only uses 9 out of its 80 fields and new extraction methods makes field usage longer

Dr. Leonardo Magueri (Senior Vice President Eni Spa) 2003, July/Aug, Foreign Affairs
Oil abundance, rather than scarcity, has been recurring since John D. Rockefeller's era. Barring unexpected disruptions, it should continue to be the norm, given that the average growth rate of world oil demand is expected to remain at less than two percent annually over the next 15 years. Major producing countries have taken steps to avoid repeating past excess-capacity cycles. Nonetheless, their expansion potential is huge. Saudi Oil Minister Ali Naimi has noted that Saudi Arabia is producing oil from only 9 to 10 of the country's 80-plus oil fields, and 8 of these were discovered more than 40 or 50 years ago
A2: SQ Proves supply is tight

1.) This Is Uniquness for us- as supply decreases or doesn’t cover current demand, countries will develop their additional resources to continue to make profits- they will never let their oil waste away

Extend #5 – Peak Flawed

Extend the 1nc World Oil Evidence- The Oil curve isn’t what we saw in Econ 101.  The appearance of the Oil curve is not determinable- even Hubbert admitted this.  This means that oil might not have 1 peak and decline, it could peak and plateau or peak @ two different times.  

Our evidence even indicates that supply is the lowest concern when it comes to when oil will peak, issues such as prices, demand and energy consumption o/ws.

And you should prefer this evidence- those who believe in Hubbert’s peak are working with a 1950’s approach to a current day issue, or evidence is more predictive of the current oil environment

And, hubert model is flawed- recent years prove that oil fields defy draconian bell curved math

Oil and Gas Journal Symposium 7/14/2003 p.LN

Thomas Ahlbrandt, world energy project chief with the US Geological Survey in Denver, objects to the concept underlying the Hubbert curve.  "Is there an imminent oil peak? The short answer is no," he said. "I believe in the plateau concept, which reconciles the need for additional resources within the constraints of infrastructure and capital investment.  "The symmetric rise and fall of oil production is not technically supportable, as Hubbert, Laherrere, and others have published, although generally not recognized by (Colin) Campbell, (Kenneth) Deffeyes, and others who have been making draconian end-of-civilization claims since 1989 and every year since , , , Why is there no accountability for these failed forecasts either by Hubbert or disciples such as Campbell, Laherrere, etc.?"  Instead, Ahlbrandt and others point to even mature areas such as the UK North Sea, which in the past 20 years has repeatedly defied forecasts of a bell-curve-style decline (Figs. 6-7). And peak-oil critics also noted the surge in discoveries in areas deemed critical for future supply, such as the deepwater Gulf of Mexico (Fig. 8).  Sarah Emerson, managing director, Energy Security Analysis Inc., Wakefield, Mass., is one of many energy economists who contend that the Hubbert modelers disregard the roles of oil supply, demand, and prices as well political and regulatory impacts.  "I do not believe the peak in global oil production is imminent," she told OGJ. ", , , The geologists who present the resource scarcity argument tend to ignore changes in the economic context. For example, foreign investment laws can change in countries with large reserves and limited access to capital or technology. This means places where we never expected development (or expected slow development) suddenly open up. A list of the countries who have opened up to foreign investment is an impressive who's who of producers: Russia, Azerbaijan, Kazakhstan, Venezuela, now Iraq, and maybe even someday Kuwait and Saudi Arabia. New-found access to capital and technology requires a total reappraisal of resource development."

Extend #6 – Unconventional Oil Will Fill In

Extend the Environmental Literacy Council evidence Even if they win that conventional oil will peak soon, that doesn’t deal with Unconventional supplies.  

Resources such as Shale, tar sands and heavy crude oil are not counted in global supply estimates.   They are HUGE supplies of oil that have become more economical to develop and are the future of the Oil Industry.  

Shale oil solves for peak oil – Queensland Energy Resources proves

Syvert 10 [Paul Syvret,  July 10, 2010,  News Editor and Feature Columnist, The Courier-Mail,  The Courier Mail (Australia): “Oiling the wheels,” LexisNexis, LS]

Technology is available to allow Queensland to take a leading role in reversing Australia's oil import reliance, writes Paul Syvret 'The problem is more than just economics, though. It is ultimately a question of energy security' OILS, as the slogan went, ain't oils. And in the Australian context, the problem confronting policy-makers today is that we don't have enough said oils. Just a decade ago Australia was a net exporter of crude oil, producing more than we needed for domestic consumption. Today we produce just over 50 per cent of our requirements, and that is forecast (according to energy industry advisory firm EnergyQuest) to decline to about 20 per cent by 2030. From a purely economic perspective this has the potential to do serious damage to Australia's balance of trade. Currently we import about $12 billion to $13 billion of oil a year. Economic forecaster ACIL Tasman expects this figure to climb tenfold - to as high as $128 billion a year by 2030. Imagine what sort of impact that might have on the current account deficit. In raw terms that is just shy of an oil shortfall of about 330 million barrels a year, or 53 billion litres of oil that we will need to import unless new production is brought on stream to replace ageing fields such as Bass Strait. The problem is more than just economics, though. It is ultimately a question of energy security. The rest of the world is also increasingly hungry for oil imports - particularly fast-growing emerging economies such as China - and competition for what is a very finite resource will only grow more intense. Already industry observers fear the world is close to reaching what is described as ``Peak Oil'': that point where we cannot physically pump any more of the stuff out of the ground and refine it into fuel. That is not to say the world is about to run out of oil, but rather that it has reached the point where production can no longer meet demand. For Australia - even just from an energy security perspective - another challenge is how do we maintain a strong and viable domestic refining capacity when in years to come the economics of importing refined fuels from the likes of Singapore may be more attractive than importing raw crude and refining it here? So Australia is heading for a scenario where we will be up to 80 per cent dependent on imports, often from nations in politically unstable parts of the world from which continuity of supply may be far from assured. In the unknown geopolitical landscape of two decades hence that could be as much a threat to national security as energy security. Nor is there much real prospect of replacing our demand for oil with alternative energy any time soon. Much effort has been put into alternative transport energy sources such as electricity, but the bottom line is that at current levels of technology you can't use battery power to run rail freight services or road trains; or to power tractors, heavy machinery and aircraft. That requires, like it or not, fossil fuels. While conventional sources of domestic oil supply (on-shore and offshore wells) may be rapidly depleting, the world does have an abundant supply of what are called ``unconven tional'' oil resources in the form of shale oil. World shale oil reserves are estimated at up to 2.9 trillion barrels. To put this into context, these deposits could produce more oil in the next 100 years than has been consumed in the past 150. In total, Australia has identified reserves of about 25 billion barrels of shale oil. At our current consumption levels that is equivalent to about 70 years of supply. The bulk of these reserves are in Queensland, with the lion's share now held by Queensland Energy Resources, owned by New York billionaires the Ziff brothers. After decades of false starts and dashed dreams, moves are again under way to try to establish a Queensland shale oil industry. QER is currently spending well in excess of $100 million to build a New Fuels Development Centre at Yarwun, northwest of Gladstone, the centrepiece of which will be a demonstra tion plant for its second generation processing technology. The industry sports a chequered history (or what the company privately describes as ``serious legacy issues'') in Queensland, however. For decades QER's predecessor, Southern Pacific Petroleum, established by the late Sir Ian McFarlane, toiled to cobble together both the technology and the vast financing required to get a commercial project off the ground. The company commissioned a pilot plant at Targinnie (north of Yarwun) in 2000, but the plant was dogged with technical and environmental problems; angered residents and became a magnet for increasingly flamboyant Greenpeace protests. Inevitably it all turned sour as financing dried up, and Southern Pacific was placed in receivership in late 2003, many years and many hundreds of millions of dollars after McFarlane first attempted to realise his dream. Still, over the course of its operating life the Stuart plant did produce more than a million barrels of oil. Even after QER gained control of the project, controversy was never far away, and fierce opposition to plans to mine the McFarlane shale deposit near Proserpine (which would have involved a partial relocation of the airport) saw mining of the deposit subjected to a 20-year moratorium by the Queensland Government. This time though, QER claims the equitation is different. Its Stuart deposit at Gladstone is covered by an existing mining lease, the technology used to process the shale is different, and the Ziff brothers (the family made their billions out of publishing computer magazines) have very, very deep pockets. And just as importantly, oil prices - currently around $US75 a barrel - are at a level which would make the billions of dollars of investment needed to develop a full plant a commercially viable proposition. It is technology that will be the key to any development of a commercial scale shale oil industry in Queensland though. And here we need to go to Rifle, Colorado, where nestled in the folds of the Rocky Mountains, oil produced from Queensland shale flows steadily from the business end of research and technology company Shale Tech's (also funded by the Ziffs) demonstration plant. Some 10,000 tonnes of Queensland shale have been shipped over to the plant in the past couple of years to test and retest the viability of transplanting the Colorado technology to central Queensland. It does work, and QER is adamant the gravity feed system for the retort is cleaner, more energy-efficient and far more reliable than the rotary kiln that SPP had built near Targinnie. Certainly when The Courier-Mail visited the Rifle plant even a lengthy power outage caused by a storm the night before seemed to cause little problem in terms of firing up the processing operation again the next day. By nightfall dusty grey lumps of crushed shale were going in one end on a conveyor belt and thick, dark viscous oil was flowing from the other. 

There are other oil sources, they just cost more

Lloyd 10  [Philip Lloyd, 2010/01/13, Industrial & Petrochemical Consultants,  Honorary Research Fellow, Energy Research Centre at University of Cape Town, “Peak oil is a chimera,” http://www.businessday.co.za/articles/Content.aspx?id=91129, LS]

In 1945, doomsayers like Le Page noted that we had only 25 years of reserves. However, 25 years later in 1970, when all the 1945 oil had been used, we had 30 years of reserves. Thirty years later in 2000, all the 1970 oil had been consumed, but we had 40 years of reserves. Ten years later and we still have 40 years of reserves. How this apparent anomaly occurs is key to understanding why “peak oil” is a chimera. Back there in 1945, oil cost less than 1/barrel. By 1970, the price was over 2 and rising — all the 1/barrel oil had gone. By 2000, oil was 20/barrel and rising —- and there was no more 2 oil. So the reserves depend on how much we are prepared to pay for our oil, not how much there is in the earth. What will eventually happen is that the price will rise so far that alternatives will be found. Indeed, they are already here. Oil from coal becomes economic at around 40/barrel . Oil from natural gas becomes economic at an even lower oil price, but gas has a higher value than coal, so it is really only economic when the oil price is over 50/barrel. Oil from tar sands (and the Canadians have as much potentially available as Saudi Arabia has oil) is economic at about 40. Oil from oil shales kicks in at about 65/barrel, and there is a lot of that. Further , the technology of winning oil improves. In the US, there is a growing industry in reworking old wells that were abandoned when they had yielded about 25% of their content. Today they can be coaxed into yielding another 20% or more. So the pessimists are wrong — very wrong. Hopes for all the other alternative energy sources — solar, wind and wave — will only start to become realised when the oil price is consistently over about 150/barrel — and that day is presently far off. 

Oil supply is increasing- tar and heavy oil extraction is occuring now

John Wood (Energy Analyst DOE) 8/18/2004  http://www.eia.doe.gov/pub/oil_gas/petroleum/feature_articles/2004/worldoilsupply/oilsupply04.html
Will the world ever physically run out of crude oil? No, but only because it will eventually become very expensive in absence of lower-cost alternatives. When will worldwide production of conventionally reservoired crude oil peak? That will in part depend on the rate of demand growth, which is subject to reduction via both technological advancements in petroleum product usage such as hybrid-powered automobiles and the substitution of new energy source technologies such as hydrogen-fed fuel cells where the hydrogen is obtained, for example, from natural gas, other hydrogen-rich organic compounds, or electrolysis of water. It will also depend in part on the rate at which technological advancement, operating in concert with world oil market economics, accelerates large-scale development of unconventional sources of crude such as tar sands and very heavy oils. Production from some of the Canadian tar sands and Venezuelan heavy oil deposits is already economic and growing.

No oil crisis- and shale oil will fill in petrolum depletion

Sunday Telegraph 6/6/2004
IS THIS much too sanguine? Many people believe that before too long we will simply run out of oil, prompting economic disaster. Such thinking continues a long - and erroneous - tradition. In the mid-19th century, the then celebrated economist Jevons predicted the end of industrial progress because the world would run out of coal. In 1939, official bodies predicted that oil would last only 13 more years. As Professor Frank Noterstein said in his later years: "We've been running out of oil ever since I was a boy." There is no practical prospect of oil running out and thereby bringing on a collapse of the world economy. Indeed, the world is awash with the stuff. It is all a matter of precisely where the oil is and the cost of getting hold of it. Furthermore, there is an ample alternative source of oil, namely shale oil. It is estimated that the world has something like 240 times more shale oil than it has reserves of petroleum.

Current projections don’t include sands or heavy oils which are abundant

Dr. Leonardo Magueri (Senior Vice President Eni Spa) 5/21/2004 Science Magazine http://www.sciencemag.org/cgi/content/full/304/5674/1114#affiliation
Before looking at the real-world situation in more depth, it is necessary to clear up some points, beginning with the distinction between "resource" and "reserve." The former indicates the overall stock of a mineral in physical terms, without any associated economic value and/or estimation of its likelihood of being extracted. In other words, there may be large quantities that can never be used because of the high cost or the impossibility of recovery, as in the case of the gold dispersed in the oceans. The concept of "reserves"--like that of "recoverable resources"--involves an economic assessment of the possibility of producing a part of the overall resources. In the oil sector, there are additional definitions--the most important being that of "proven reserves," which include only those that can be economically produced and marketed at the present time according to existing technologies and demand. Nearly all of the estimates of the world's oil URR, including those by oil doomsters, do not take into account the so-called "nonconventional oils"--such as Canadian tar-sands and Venezuelan and Russian heavy oils--even though the availability of these resources is huge and the costs of extraction falling.

Current oil estimated don’t include shale

John Wood (Energy Analyst DOE) 8/18/2004  http://www.eia.doe.gov/pub/oil_gas/petroleum/feature_articles/2004/worldoilsupply/oilsupply04.html
Conventionally reservoired crude oil resources comprise all crude oil that is technically producible from reservoirs through a well bore using any primary, secondary, improved, enhanced, or tertiary method. Not included are liquids from mined deposits (tar sands; oil shales) or created liquids (gas-to-liquids; coal oil). Earth's endowment of conventionally reservoired crude oil is a large but finite volume. Production from it may well peak within this century. All or very nearly all of Earth's prolific petroleum basins are believed identified and most are partially to near-fully explored. All or nearly all of the largest oil fields in them have already been discovered and are being produced. Production is indeed clearly past its peak in some of the most prolific basins.

***AFFIRMATIVE***

***uniqueness***

Prices not stable

Oil Prices unstable now

Reuters, July 2 2011, (A Look Behind Unstable Gas Prices & Attempts to Fix Them, http://www.reuters.com/article/2011/07/02/idUS6613098320110702, LM)

Rep. Ed Markey, (D-MA) says the move is a signal to OPEC that the United States will not be held hostage to high oil prices. However, Rep. Fred Upton (R-MI), chairman of the House Energy and Commerce Committee, says the move by the president only proves that the country needs to increase domestic production. He believes the same results would come from approving stalled permits for drilling in the Gulf of Mexico, without tapping into reserves he believes were meant for a true emergency. Then, what's behind the timing of the president's move? Thalia talks with Rob Sobhani, president of Caspian Energy Consulting, to ask why policymakers released oil from the SPR now, instead of when prices were higher, and if Middle East turmoil is enough to justify it. Sobhani says the release is not a long-term fix for high oil prices, and the U.S. needs to develop political solutions that will have lasting effects on oil markets. On this week's Mix, domestic gasoline prices have been rising and falling for years, but in the long-term, they always seem to get higher. So what's driving the ups and downs? Is the main cause of volatile prices high domestic demand, or unstable foreign sources of oil to supply American markets? Thalia interviews Congressman Earl Blumenauer (D-OR), and Congressman Michael Burgess (R-TX), to discuss the causes of high gasoline prices in the U.S. and potential ways to the drive them down.
Oil Prices are unpredictable

Mufson, July 1, 2011, (The unpredictable forces behind oil prices, Steven Mufson, http://www.washingtonpost.com/opinions/the-unpredictable-forces-behind-oil-prices/2011/06/30/AG3e27tH_story.html, LM)

On that Thursday alone, the price of oil fell off a cliff, tumbling more than $10 a barrel. Yet the physical amount of oil in the market didn’t change that week. Libya’s oil exports had been offline for more than two months. In the oil world, the surface was relatively calm. But a couple of signs of economic weakness spooked traders, who suddenly worried that demand would be less than they had expected. Goldman Sachs, a believer in rising crude oil prices, predicted a temporary pullback. Poof! More than a tenth of the value of a barrel of oil disappeared. For consumers, oil prices are like a bad case of malaria — feverish one month and tolerable another. Such wild fluctuation makes it nearly impossible to discern: What is the right price for oil? Today’s crude oil prices are nearly 10 times as high as they were in 1998, and twice as high as in 2005. They hit a record of $147 a barrel in July 2008, only to sink to less than $40 a barrel by the end of that year. In March, amid intense fighting in Libya, President Obama said that there wasn’t a serious supply shortage and that rising oil prices weren’t reason enough to tap the nation’s Strategic Petroleum Reserve. Then on June 23, he suddenly said that turmoil in Libya justified the largest-ever release of reserves. It was more of an economic stimulus than a national security measure.Because oil prices fluctuate so much, however, it will be impossible to measure Obama’s success or failure. If prices continue to drop, as they were doing before his move, will he deserve credit? If they rise, will he deserve blame? If it works, will we want him to do it again?
Prices decreasing

Oil prices trending downward—adjusting to Libya

Power and Tracy, 6/24

(STEPHEN POWER And TENNILLE TRACY, staff writers for the Wall Street Journal, June 24, 2011, “Higher Gas Prices Drive Oil Decision”, http://online.wsj.com/article/SB10001424052702303339904576403830137675442.html?mod=googlenews_wsj, AD: 7/3/11, SL)
The decision by the U.S. and other nations to tap petroleum stockpiles to attack high oil prices highlights the pressure President Barack Obama faces over gasoline prices and domestic drilling policy. Oil producers and refiners said the move by the U.S. made little sense given current trends in the oil markets. "Crude and gasoline inventories are above average, and crude and gasoline prices have been trending down for weeks, despite the loss of Libyan oil, which markets have already adjusted to," said American Petroleum Institute spokesman Bill Bush.
Oil prices declining—benchmark steadily declining

White, 6/27 (Ronald White, staff writer for LA Times, June 27, 2011, “Gasoline prices should fall further as crude continues to slide”, http://latimesblogs.latimes.com/money_co/2011/06/retail-gasoline-prices-may-decline-sharply-soon.html, AD: 7/3/11, SL)
Crude oil prices are on such a slide that they could drop back into the low $80s a barrel, Wall Street analysts said, adding that this could reduce retail gasoline prices to about $3 a gallon nationally and to about $3.40 to $3.50 a gallon in California. Oil's slide was continuing Monday on a volatile trading day. West Texas Intermediate crude, the U.S. benchmark, was down an additional 56 cents to $90.61 a barrel after falling as low as $89.61 a barrel on the New York Mercantile Exchange. The U.S. benchmark has fallen 15% in the second quarter. In other energy news, the 28-member International Energy Agency announced a nation-by-nation breakdown of how much oil and refined products were going to be released from strategic reserves. The Paris-based IEA, which includes the U.S., announced last week that government reserves would be tapped in a bid to reduce crude prices, make up for the loss of Libyan oil on world markets and provide a boost to struggling economies.

Oil prices dropping—release of oil reserves

Podkul, 6/23 (Cezary Podkul, staff writer for Washington Post, June 23, 2011, “Oil prices plunge after U.S., allies announce release of reserves”, http://www.washingtonpost.com/business/economy/oil-prices-plunge-after-us-allies-announce-release-of-reserves/2011/06/23/AGsANYhH_story.html, AD: 7/3/11, SL)
Oil prices tumbled to their lowest level in four months Thursday after the United States and 27 allies announced that they would release 60 million barrels of crude oil from reserves to offset the disruption of oil supplies from Libya. Oil prices had already begun to ease in recent weeks after shooting upward in mid-February when the Libyan conflict intensified, causing fears of a supply disruption. After closing over $95 a barrel on Wednesday, crude oil prices plunged by more than $4 a barrel Thursday, sending them to levels last seen in February.
Oil prices declining overall—chasing out speculators and more reserve releases in the future

Schoen, 6/23 (John W. Schoen, staff writer, June 23, 2011, “Surprise oil release targets speculators”, http://today.msnbc.msn.com/id/43510170/ns/business-going_green/, AD:7/3/11, SL)
Thursday’s surprise release of 60 million barrels of crude reserves is not about keeping oil consumers well supplied. It’s about chasing oil speculators out of the market. And it seems to be working. “This is the straw that breaks the camel’s back — this is the tipping point,” said Fadel Gheit, oil analyst for Oppenheimer, a leading investment bank. “The speculators will have to change their positions. Instead of betting on higher prices they have to bet on lower prices." News of the oil release sent gasoline tumbling 14 cents a gallon in the futures markets. That’s the equivalent of about $56 million a day in savings at the gas pump — or about $20 billion a year, according to Peter Beutel, and oil analyst a Cameron Hanover. In New York trading crude oil was down $4.01 to $91.40 a barrel, more than 20 percent below peak levels of $114 hit in early May. So anyone betting on a continued rise in oil prices runs the risk that Thursday’s release is just the first of many aimed at lowering prices. Removing those speculators from the market would eliminate the premium paid to cover the profits generated by investors, said Gheit.
Prices low – trending down

Oil prices lower- sliding down

LA Times, June 27, 2011 [accessed July 3, 2011, http://latimesblogs.latimes.com/money_co/2011/06/retail-gasoline-prices-may-decline-sharply-soon.html, MD]

Crude oil prices are on such a slide that they could drop back into the low $80s a barrel, Wall Street analysts said, adding that this could reduce retail gasoline prices to about $3 a gallon nationally and to about $3.40 to $3.50 a gallon in California. Oil's slide was continuing Monday on a volatile trading day. West Texas Intermediate crude, the U.S. benchmark, was down an additional 56 cents to $90.61 a barrel after falling as low as $89.61 a barrel on the New York Mercantile Exchange. The U.S. benchmark has fallen 15% in the second quarter. Brent crude, the European benchmark, was off 17 cents to $104.95 a barrel, having dropped as low as $102.28 a barrel on the ICE Futures Exchange in London. Continuing concerns about the strength of the global recovery and angst over European debt levels, particularly that of Greece, were seen as the biggest factors. "There are real worries over whether the deal to bail out Greece will hold together. And last week's announcement about the release of oil from strategic national reserves is definitely having an impact," said John Kilduff, a partner and energy analyst for Again Capital in New York. "The low $80s for oil are a definite possibility and that could knock another 40 cents to 50 cents off the price of a gallon of gasoline." Currently, the average price of a gallon of gasoline in California is $3.837 a gallon, down from $3.903 a week ago. That's also down from a high of $4.25 a gallon in May, but still significantly higher than the year-ago average of $3.135 a gallon. The retail gasoline figures are from the AAA Fuel Gauge Report, which monitors prices collected by the Oil Price Information Service and Wright Express at more than 100,000 service stations across the nation. Nationally, the average fell to $3.565 a gallon, down from $3.98 a gallon in early May. A year ago, the average price for a gallon of regular in the U.S. was $2.755. In other energy news, the 28-member International Energy Agency announced a nation-by-nation breakdown of how much oil and refined products were going to be released from strategic reserves. The Paris-based IEA, which includes the U.S., announced last week that government reserves would be tapped in a bid to reduce crude prices, make up for the loss of Libyan oil on world markets and provide a boost to struggling economies. The U.S. will release 30 million barrels of crude, the IEA said. Japan and South Korea are releasing 7.4 million barrels of crude and 3.96 million barrels of refined oil products, the IEA added, and European nations will release 4.2 million barrels of crude and 15 million barrels of products 
Oil prices lower- Greece

CNN, June 15, 2011 [accessed July 3, 2011,  Oil hits lowest level since February, http://money.cnn.com/2011/06/15/markets/oil_prices/index.htm, MD] 

NEW YORK (CNNMoney) -- Oil prices plunged more than 4% Wednesday to their lowest level in nearly four months, as fears over Greece's debt issues pushed both stock and commodity prices broadly lower. Oil prices closed down $4.56, or 4.6%, to $94.81 a barrel, its lowest close since Feb. 18. Crude prices took their cue from the stock market, where Wednesday's sell-off sent the Dow down more than 200 points.. "The speculators are running for the door," said James Cordier, president of Liberty Trading Group. 5 reasons to be bearish on oil stocks Oil has been in somewhat steady decline for weeks now after hitting more than $110 a barrel earlier this year. Cordier said that as long there continue to be signs that the U.S. economy is slowing down, and large oil consuming nations such as India and China are taking measures to stem inflation, prices should continue to trend lower. "The commodity bubble burst 30 days ago," Cordier said. "We're are looking at $80 to $85 a barrel oil after driving season ends [after Labor Day] if these trends continue." 
***High oil bad – US economy***

US Economy – low oil best

Low oil prices would jumpstart the US economy – stocks, consumer spending, inflation and transportation industry

Jim Jubak, senior markets editor for MSN Money. Previously, he served as senior financial editor at Worth magazine and as editor of Venture magazine, 9/12/2006 

The last month has given investors a lot of evidence of how a modest pullback in oil prices can fuel a stock market rally. For example, on Sept. 8, the $1.07 drop in the price of a barrel of oil (for October delivery) to $66.25 was enough to reverse a two-day sell-off and push the Dow Jones Industrial Average ($INDU) up 31 points. And the decline in oil from $77 on Aug. 8 to recent levels was enough to propel the S&P 500 Stock Index ($INX) to a 3% gain for the month and to sustain the market's rally into the historically weak last two weeks of August. The S&P 500 ($INX) climbed 1% during that period. Lower oil prices would have domino effect Gross Domestic Product (GDP) numbers don't react that quickly to short-term changes in energy prices, but $64 a barrel oil in June 2007 would be enough to give the economy a big boost over the course of a year. Consumers would have more to spend -- or at least not less -- thanks to lower or steady prices at the pump. Lower fuel prices would take the pressure off profits at companies from airlines to truckers to railroads to retailers such as Wal-Mart Stores (WMT, news, msgs). The Federal Reserve would breathe a sigh of relief, too, if energy costs stopped pushing prices upward, and Ben Bernanke and company at the Fed would be more likely to keep their fingers off the rate-increase trigger.  Sweet scenario, no? Lower oil prices keep economic growth higher than expected, keep the Federal Reserve on the sidelines, and push up stock prices in 2007.
The US is key to global economy

Walter Russell Mead, Kissinger Senior Fellow at the Council of Foreign Relations, Foreign Policy. 3/1/04
Similarly, in the last 60 years, as foreigners have acquired a greater value in the United States--government and private bonds, direct and portfolio private investments--more and more of them have acquired an interest in maintaining the strength of the U.S.-led system. A collapse of the U.S. economy and the ruin of the dollar would do more than dent the prosperity of the United States. Without their best customer, countries including China and Japan would fall into depressions. The financial strength of every country would be severely shaken should the United States collapse. Under those circumstances, debt becomes a strength, not a weakness, and other countries fear to break with the United States because they need its market and own its securities. Of course, pressed too far, a large national debt can turn from a source of strength to a crippling liability, and the United States must continue to justify other countries' faith by maintaining its long-term record of meeting its financial obligations. But, like Samson in the temple of the Philistines, a collapsing U.S. economy would inflict enormous, unacceptable damage on the rest of the world. That is sticky power with a vengeance.

High oil bad – US economy

high oil prices threaten multiple sectors of the u.s. economy

The Southern States Energy Board, AMERICAN ENERGY SECURITY: BUILDING A BRIDGE TO ENERGY INDEPENDENCE AND TO A SUSTAINABLE FUTURE, July 2006, p. 2-3.

Americans are nearly unanimous in the belief that dependence on imported oil is a very serious problem. Fully 92% The latest oil price surge is unique. Unlike the high prices that resulted from the 1973 oil embargo and the Iranian revolution of 1979, there have been no recent major oil supply disruptions. Either oil producers around the world simply cannot meet rapidly increasing global demand, or OPEC members (and possibly others) are manipulating oil supplies and prices for maximum profit (and perhaps to retaliate economically against U.S. policies on terrorism and democracy). In either case, rapidly. rising oil prices have disturbing implications for the U.S. economy and for U.S. energy security Oil and natural gas price increases in recent years have had a profound impact on U.S. businesses. Increased energy prices have required companies to pass along price increases to consumers, change capital investment, alter the way businesses are run, or, in the extreme, go out of business. The sectors most at risk include: * The aviation industry, both commercial airlines and cargo airlines, including air transportation industry manufacturers and suppliers * The agriculture industry, including pesticide and fertilizer manufacturers • The automobile industry, including the supporting parts manufacturers and the sales infrastructure • Trucking companies, landscapers, laundry and dry-cleaning firms, restaurants, delivery businesses, taxi and limousine services, florists, and numerous other energy-dependent businesses
A surge in oil prices would cause an inflationary spiral, hurting the US economy

Jonathan Tepperman, senior editor at Foreign Affairs, 5/1/2004, Charleston Daily Mail

A surge in oil prices would hurt everyone: consumers, by making transportation and heating far more expensive; and producers, by increasing the cost of their energy and other raw materials. This would raise the price of finished goods, decreasing sales and hitting consumers yet again.  Worse, as we saw in the 1970s, a sudden jump in oil prices could also cause interest rates to skyrocket, setting off a dangerous inflationary spiral. 

High oil prices cause inflation

BusinessWorld (Philippines), 5/24/2004
Government officials are also concerned about having to change inflation targets in line with the increase in oil prices. On their part, workers are seeking a wage hike in light of the spiraling effect of the increase in oil prices on the cost of commodities.

High oil bad – hegemony (1)

surging oil prices/dependence are destroying the u.s.’s superpower status

Michael T. Klare, Professor, Peace and World Security Studies, Hampshire College, “Portrait of an Oil-Addicted Fromer Superpower,” TOMDISPATCH.COM, 5-9-08, www.commondreams.org/archive/2008/05/09/8832/, 

Nineteen years ago, the fall of the Berlin Wall effectively eliminated the Soviet Union as the world’s other superpower. Yes, the USSR as a political entity stumbled on for another two years, but it was clearly an ex-superpower from the moment it lost control over its satellites in Eastern Europe. Less than a month ago, the United States similarly lost its claim to superpower status when a barrel crude oil roared past $110 on the international market, gasoline prices crossed the $3.50 threshold at American pumps, and diesel fuel topped $4.00. As was true of the USSR following the dismantling of the Berlin Wall, the USA will no doubt continue to stumble on like the superpower it once was; but as the nation’s economy continues to be eviscerated to pay for its daily oil fix, it, too, will be seen by increasing numbers of savvy observers as an ex-superpower-in-the-making. That the fall of the Berlin Wall spelled the erasure of the Soviet Union’s superpower status was obvious to international observers at the time. After all, the USSR visibly ceased to exercise dominion over an empire (and an associated military-industrial complex) encompassing nearly half of Europe and much of Central Asia. The relationship between rising oil prices and the obliteration of America’s superpower status is, however, hardly as self-evident. So let’s consider the connection. Dry Hole Superpower The fact is, America’s wealth and power has long rested on the abundance of cheap petroleum. The United States was, for a long time, the world’s leading producer of oil, supplying its own needs while generating a healthy surplus for export.

high oil prices gut hegemony—trade deficits, enrich our enemies

Michael T. Klare, Professor, Peace and World Security Studies, Hampshire College, “Bad Oil News Here to Stay,” ASIA TIMES 3-13-08, www.atimes.com/atimes/Global_Economy/JC13Dj03.html, 
Finally, there are the implications for the United States as a whole. Because the US relies on petroleum for approximately 40% of its total energy supply, and because nearly two-thirds of its crude oil must be imported, this country will be forced to devote an ever-increasing share of its national wealth to energy imports. If oil remains at or above the $100 per barrel mark in 2008, and, as expected, the United States imports some 4.75 billion barrels of the stuff, the net outflow of dollars is likely to be in the range of $475 billion. This will constitute the largest single contribution to America's balance-of-payments deficit and will surely prove a major factor in the continuing erosion of the dollar. The principal recipients of petro-dollars - the major oil-producing states of the Persian Gulf, the former Soviet Union and Latin America - will undoubtedly use their accumulating wealth to purchase big chunks of prime American assets or, as in the case of Hugo Chavez of Venezuela or the Saudi princes, pursue political aims inconsistent with American foreign policy objectives. America's vaunted status as the world's sole superpower will prove increasingly ephemeral as new petro-superpowers - a term coined by Senator Richard Lugar of Indiana - come to dominate the geopolitical landscape. So, while March 3 may have only briefly made the headlines here, it may well be remembered as the true "black Monday" of our new century, the moment when energy costs became the decisive factor in the balance of global economic power.

U.S. military power depends upon access to cheap oil

Michael T. Klare, Professor, Peace and World Security Studies, Hampshire College, “Portrait of an Oil-Addicted Fromer Superpower,” TOMDISPATCH.COM, 5-9-08, www.commondreams.org/archive/2008/05/09/8832/, 

No less important was the role of abundant petroleum in fueling the global reach of U.S. military power. For all the talk of America’s growing reliance on computers, advanced sensors, and stealth technology to prevail in warfare, it has been oil above all that gave the U.S. military its capacity to “project power” onto distant battlefields like Iraq and Afghanistan. Every Humvee, tank, helicopter, and jet fighter requires its daily ration of petroleum, without which America’s technology-driven military would be forced to abandon the battlefield. No surprise, then, that the U.S. Department of Defense is the world’s single biggest consumer of petroleum, using more of it every day than the entire nation of Sweden.

High oil bad – hegemony (2)

OIL DEPENDENCE SAPS OUR ECONOMY TO PAY FOR IT, GUTTING U.S. POWER

Michael T. Klare, Professor, Peace and World Security Studies, Hampshire College, “Portrait of an Oil-Addicted Fromer Superpower,” TOMDISPATCH.COM, 5-9-08, www.commondreams.org/archive/2008/05/09/8832/, 

Though few fully realized it, this represented a significant erosion of sovereign independence even before the price of a barrel of crude soared above $110. By now, we are transferring such staggering sums yearly to foreign oil producers, who are using it to gobble up valuable American assets, that, whether we know it or not, we have essentially abandoned our claim to superpowerdom. According to the latest data from the U.S. Department of Energy, the United States is importing 12-14 million barrels of oil per day. At a current price of about $115 per barrel, that’s $1.5 billion per day, or $548 billion per year. This represents the single largest contribution to America’s balance-of-payments deficit, and is a leading cause for the dollar’s ongoing drop in value. If oil prices rise any higher — in response, perhaps, to a new crisis in the Middle East (as might be occasioned by U.S. air strikes on Iran) — our annual import bill could quickly approach three-quarters of a trillion dollars or more per year. While our economy is being depleted of these funds, at a moment when credit is scarce and economic growth has screeched to a halt, the oil regimes on which we depend for our daily fix are depositing their mountains of accumulating petrodollars in “sovereign wealth funds” (SWFs) — state-controlled investment accounts that buy up prized foreign assets in order to secure non-oil-dependent sources of wealth. At present, these funds are already believed to hold in excess of several trillion dollars; the richest, the Abu Dhabi Investment Authority (ADIA), alone holds $875 billion. The ADIA first made headlines in November 2007 when it acquired a $7.5 billion stake in Citigroup, America’s largest bank holding company. The fund has also made substantial investments in Advanced Micro Systems, a major chip maker, and the Carlyle Group, the private equity giant. Another big SWF, the Kuwait Investment Authority, also acquired a multibillion-dollar stake in Citigroup, along with a $6.6 billion chunk of Merrill Lynch. And these are but the first of a series of major SWF moves that will be aimed at acquiring stakes in top American banks and corporations. The managers of these funds naturally insist that they have no intention of using their ownership of prime American properties to influence U.S. policy. In time, however, a transfer of economic power of this magnitude cannot help but translate into a transfer of political power as well. Indeed, this prospect has already stirred deep misgivings in Congress. “In the short run, that they [the Middle Eastern SWFs] are investing here is good,” Senator Evan Bayh (D-Indiana) recently observed. “But in the long run it is unsustainable. Our power and authority is eroding because of the amounts we are sending abroad for energy….”

HIGH OIL COSTS/DEPENDENCE GUT OUR HARD POWER, DESTROYING HEGEMONY

Michael T. Klare, Professor, Peace and World Security Studies, Hampshire College, “Portrait of an Oil-Addicted Fromer Superpower,” TOMDISPATCH.COM, 5-9-08, www.commondreams.org/archive/2008/05/09/8832/, 

Worse yet, the U.S. military will need even more oil for the future wars on which the Pentagon is now doing the planning. In this way, the U.S. experience in Iraq has especially worrisome implications. Under the military “transformation” initiated by Secretary of Defense Donald Rumsfeld in 2001, the future U.S. war machine will rely less on “boots on the ground” and ever more on technology. But technology entails an ever-greater requirement for oil, as the newer weapons sought by Rumsfeld (and now Secretary of Defense Robert Gates) all consume many times more fuel than those they will replace. To put this in perspective: The average G.I in Iraq now uses about seven times as much oil per day as G.I.s did in the first Gulf War less than two decades ago. And every sign indicates that the same ratio of increase will apply to coming conflicts; that the daily cost of fighting will skyrocket; and that the Pentagon’s capacity to shoulder multiple foreign military burdens will unravel. Thus are superpowers undone.

***High oil bad – Russia***

Russia Economy (1)

High Oil Prices undermine the Russian economy and undermine reform efforts which are key to economic growth

Prime-Tass English-language Business Newswire October 13, 2005
Oil prices may be at all time highs, but Russia's GDP growth in 2005 is expected to decline from its 2004 level even as oil money is pouring into government coffers. Although it is often said that the Russian economy is booming thanks to the high oil price this is not the current reality. What is worse, some economists argue, even higher oil prices may damage Russian economic reforms and increase the government's control over the economy.  Russia's GDP, rose 5.8% in January-August, according to the Economic Development and Trade Ministry. GDP was up 7.3% in January-August last year. 'A more accurate statement is that Russia is maintaining a high growth rate thanks to a high oil price,' Natalya Orlova, economist at Alfa Bank, said. 'The problem is that the growth rate is not accelerating. Russia's GDP growth was 7.1% in 2004 and will fall to just under 6% in 2005. Should oil prices drop, the growth rate could fall to 3% or 4%,' she added. But the financial situation of the Russian government has significantly improved thanks to high oil prices, economists said. 'Most of the gains from (high oil prices) are simply going to radically improve the state's international balance sheet,' Al Breach, chief economist at Brunswick UBS, said in a September report. 'There are considerable second-order effects of this improvement, but it is not the oil money directly that is fuelling the rapid domestic demand growth.' 'The clear beneficiaries of the high (oil) prices are the budget and Stabilization Fund,' Breach added. Breach said that since big oil receipts now go to the budget surplus and reserves the economy is running on U.S. USD 30 per barrel oil price, not USD 60 per barrel oil price. "This is very positive: it boosts creditworthiness, keeps vulnerability to oil prices low, and allows for sustained, strong expansion,' Breach said.  However, the downturn in GDP growth along with protests by dissatisfied public sector workers over low salaries has only increased pressure on the government to spend from the Stabilization Fund. The Stabilization Fund, which was established on January 1, 2004, accumulates the federal budget's extra revenues from progressive oil export taxes on Urals blend oil prices exceeding USD 20 per barrel. President Vladimir Putin has signed a bill into a law hiking the base oil price used for calculating contributions to the Stabilization Fund to USD 27 per barrel starting January 1, 2006. Established in 2004, the Stabilization Fund has accumulated 960.7 billion rubles as of October 1. The Fund is projected to amount to 1.425 trillion rubles as of January 1, 2006, Russia's Finance Minister Alexei Kudrin said last month. Putin said on September 27 that Russia's Stabilization Fund would not be used for social purposes, but to stabilize the Russian economy. "It (Stabilization Fund) is being formed not to resolve social issues but to keep macroeconomic figures stable, to not destroy the economy, to prevent prices hikes and restrict inflation," Putin said. Russian government officials have also reiterated that the fund is only to be used for reserve purchases and debt repayment. The Finance Ministry plans to pay USD 10 billion-USD 15 billion on Russia's sovereign foreign debt ahead of schedule in 2006, Kudrin said last month. In the remainder of this year, Russia plans to pay USD 3 billion-USD 5 billion on Russia's sovereign foreign debt ahead of schedule, Kudrin added. The early debt repayment is to be financed from Russia's Stabilization Fund, he added. So far this year Russia paid USD 18.3 billion ahead of schedule to the International Monetary Fund, or IMF, and the Paris Club of creditors. 'Finance Minister Alexei Kudrin has so far won the fight so that all money going to the Stabilization Fund can only be used for reserve purchases or debt repayment,' Breach said. 'While there is loosening planned in 2006, the budget should balance at USD 33 per barrel Brent prices,' he added. Some economists believe the time has already come to remove the lock from the Stabilization Fund. Allowing too much cash to be tied up in the Stabilization Fund could be a drag on the economy, Orlova of Alfa Bank said. 'I don't believe the government is properly managing the oil revenues,' she said. 'The Stabilization Fund has expanded greatly and the economy needs this money. They should increase spending, but first they have to define where the money should be spent and evaluate the macroeconomic implications,' Orlova added. Funds must be allocated for projects in a way that will minimize the inflationary impact, analysts said, such as projects to improve infrastructure or create employment. 'However, the government should not necessarily expect to meet its goal of lowering inflation to 4% in two years (if spending is increased),' she added. Other economists believe any spending from the Stabilization Fund would be irresponsible given the government's stated goal to lower inflation. 'I don't think any (of the money) in the Stabilization Fund should be released, there are other sources within the budget that can be reallocated to achieve the government's spending priorities,' Yevgeny Nadorshin, chief economist at Trust Investment Bank, said. 'There is a very important reason for this, and that is a political and economic obligation to lower inflation. If the CBR (Central Bank of Russia) continues its current exchange rate policy they need the Stabilization Fund to remain untouched (in order to control inflation),' Nadorshin said. Nadorshin believes the government will not have misgivings about spending from the Stabilization Fund if oil prices decline. 'The government always has an intention to spend from the Stabilization Fund if oil prices decrease,' Nadorshin said. 'I disagree with this policy. As soon as they touch the Stabilization Fund will face monetary problems, namely high inflation. If the government is faced with a budget deficit I would rather they finance the debt with bonds instead of turning to the Stabilization Fund.' With Duma elections scheduled for 2007 and a presidential election in 2008 politicians could have another excuse to spend from the Stabilization Fund in order to curry favor with voters. 'There will probably be some pressure (on politicians) to increase spending, but any expansion of spending would most likely be moderate, healthy and would not have adverse affects,' Orlova of Alfa Bank said. But some analysts said it is possible that oil prices rise to USD 100 per barrel and remain at that level for an extended period of time. 'Under our USD 100 per barrel scenario the picture starts to border on the surreal: Putin's goal of doubling GDP by 2012 would be met in 2011 and his 2000 target of catching Portugal on a GDP per capita basis within 15 years would have been achieved in 2012,' Peter Westin, chief economist at Aton Capital, wrote in a recent report. But Orlova said the picture may not be that exciting. 'The implications are that Russia will become more dependent on oil, local producers will loose their competitiveness to importers and the budget will rely even more on oil revenues,' she said Orlova. This scenario would be negative for Russia, Nadorshin of Trust Bank said. 'High oil prices do not always bring extraordinary growth,' he said. 'Domestic energy prices also increase, causing the producer price index to rise, making it problematic for industry to develop. I would expect stagnation to occur, even in an environment with an incredibly high budget surplus. (An oil price of USD 100) would threaten institutional modifications necessary for the economy to expand,' he added. Contrary to popular opinion, oil wealth is not always a blessing and can create more problems than it solves, economists said. 'Oil wealth allows governments to pursue populist, short-termist policy and reduces the incentive to make hard decisions,' Breach said. 'For example, why privatize UES and the electricity industry when one could simply use some of the ample state funds to renew its capital stock? Or worse still, why not buy up more previously privatized assets? Put another way, the best case would be for the oil windfall to be used to help mitigate the effects of speeded-up reform, rather than used to delay needed ones,' he added. End
Russia Economy (2)

Russian economic collapse causes nuclear conflict
Steven David, Prof. of political science at Johns Hopkins, 1999, Foreign Affairs

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.
Undermine economy

High Prices undermine Russian economy, spur inflation and spur investor flight  

Channel NewsAsia 2004 (Aug 8, “High Oil Prices”, lexis) 

Moscow could, however, have trouble keeping inflation below 10 percent this year because of increased liquidities provided by oil revenue, warned Andrei Kelpach, in charge of forecasting at the economic development ministry. Stephen O’Sullivan of the investment group UFG said: “Record oil prices are good for the state’s coffers but they do not encourage reforms” that are key to the development of the Russia’s economy. The International ratings agency Standard and Poor’s stressed in mid July that there was a growing risk of Russian reforms slowing down as they ran into resistance from political and industrial interests as well as from public opinion. A government awash in oil revenue could easily be tempted to delay unpopular structural economic reforms. Capital flight plague Russian in the 1990s could increase this year as well. Gref has estimated that net capital outflows would reach 8.5 billion dollars this year, while in January authorities had been counting on a net inflow. “The Yukos crisis has played a role in the capital flight” Kantorovich said “ Investors prefer to put their capital elsewhere.” Russian tax officials are pressing Yukos, the country’s biggest oil company, to pay billions in back taxes even while justice officials block bank accounts that would allow Yukos to continue daily operations and pay off the arrears.  

Undermine economy – dutch disease

Money from high oil prices causes inflation, dutch-disease, and is empirically wasted by corrupt conglomerates

The Economist, May 22, 2004 The economist v371 i8376 p9US 

Even so, thanks to high oil prices, the federal government has run budget surpluses. Isn't this good? No: the money all too often bails out regional governments, which use it as a quick fix for local unemployment by creating public-sector jobs, when it would be better spent on building infrastructure or lowering taxes to help the private sector.  Nor is the oil cash an unmixed blessing for the economy (see chart 5, next page). Combined with a weak dollar, it has driven up the rouble much faster than the central bank would like, leading some economists to argue that Russia still risks catching "Dutch disease": a strong currency, rising imports, less competitive exports. Banks are trying to lend as much as they can, so there might be a small wave of defaults in two or three years. But the banking system is too shallow to absorb all the cash washing around. Top officials have started flagging up the risk of an asset-price bubble.  The surplus cash, along with flight capital returning from abroad, is fuelling what Roland Nash at Renaissance Capital, a Moscow investment bank, describes as "the mother of all shopping sprees" by the big conglomerates, often compared to Korea's overgrown chaebol; their rush of acquisitions is leaving "small islands of industry in a sea of chaebolised assets". Though these firms are driving a much-needed consolidation of the leftovers of Soviet industry, they are--according to the World Bank--no more efficiently run than other businesses, and their market power and ability to wring favours from regional governments is a threat to smaller firms. 

***A2 high oil good***

A2 high oil good for economy

McKillop’s claims that high oil prices boost the global economy are wrong

Don Egginton, June 14, 2004, Oil and Gas Journal

McKillop makes a number of assertions and observations that are repeated below. There are a number of other, extraneous comments in McKillop's article, but these are not dealt with.   Observations lead McKillop to conclude that sharply rising oil and gas prices increase economic growth rates. For example, during 1975-79, with oil prices in today's prices at $ 38-55/bbl, most countries in the Organization for Economic Cooperation and Development achieved growth rates of about 3.75%/year.  McKillop's view starts from the observation that high oil prices and rapid gross domestic product growth can coincide. He attributes this to high oil prices causing high growth. Yet correlation does not indicate causation.  It is more plausible to believe that oil prices are high because a fast-growing world economy (or expectations thereof) raises the world demand for oil. In this situation, the depressing effects of high oil prices -- falling GDP and rising inflation and unemployment -- are masked by growth, and inflation is exacerbated by it. Causation flows from strong demand to high oil prices, and therefore, inferring that high prices can boost world activity is wrong. What McKillop would have to do is distinguish between high prices caused by strong demand and high prices caused by supply constraints. McKillop makes little attempt to do this.  Although McKillop points out that the OECD achieved growth during 1975-79 of 3.75%/year, it should be noted that this is well below the growth rates achieved in 1961-73 of 5.5%/year. In fact, 1974 and 1975 recorded the lowest consecutive annual growth rates since figures began in 1961, with an average growth rate of just 0.9% year-on-year. The slow growth after the 1973-74 oil price shock is consistent with the standard view, not McKillop's. 

McKillop’s claims that the last 4 oil shocks were not detrimental to oil demand are misleading, his own data proves him wrong

Don Egginton, June 14, 2004, Oil and Gas Journal

McKillop also asserts that there have been four oil price shocks since 1973 but that none of these "had an immediate, large impact on demographic demand [oil demand per capita]."  This assertion hinges on the word "immediate." No economist, policy advisor, or even politician expects the economy to react immediately to changes in the economic environment. Lags in reaction to changes in the economic environment are an important part of all economies. Once this is acknowledged, it is clear from McKillop's Table 1 (replicated in part in Table 1 here) that the very high real price of oil in 1979 subsequently led to significantly reduced demographic demand. Moreover, his data for 1985 also show that high oil prices below his $ 75-100/bbl estimate also reduced demand.

Mckillop’s claims that high oil prices increases demand are inapplicable to the real world

Don Egginton, June 14, 2004, Oil and Gas Journal

McKillop also claims that higher oil prices, at least up to $ 75-100/bbl, will result in a fall in world oil demand and are "doomed to failure" because high oil prices lead to higher demand for oil. McKillop labels this a "reverse elasticity," which is wrong.  For this to be correct higher prices would have to lead to higher demand for oil without other factors changing. Economists know this as the Giffen paradox but have yet to provide conclusive evidence that the theoretical possibility exists in practice. If McKillop could show oil is a "Giffen good," this would be a revelation. Unfortunately, McKillop's argument rests upon a transfer of resources rather than a price effect, and his "reverse elasticity" is a simple distributional effect because of the alleged differences in the propensities to consume.

A2 high oil good for small economies

McKillop’s argument that high oil prices help poor nations and the global economy in turn are empirically disproven; high oil prices are bad for poor nations

Don Egginton, June 14, 2004, Oil and Gas Journal

In essence, McKillop argues the following:  Higher oil prices stimulate the non-OECD world economy and then stimulate growth inside the OECD. Rapidly rising oil prices raise the prices of commodities, and this enables commodity-exporting countries to raise their consumption of imports from both other non-OECD countries and OECD countries. Increases in activity raise the demand for oil, and the process iterates in a Keynesian-multiplier fashion leading to higher world GDP.  The heart of the argument is that higher oil prices raise the prices of substitute fuels and other commodities, in turn raising the spending power of these countries, and the world's GDP grows through a Keynesian spending multiplier. McKillop's view ignores the negative effect on oil importing countries, which is highlighted in the standard view set forth here later, merely saying that the propensity to consume in commodity exporters is higher than in the oil importing countries.  These central themes are simply incorrect. Using The Economist "all-items" index in US dollars as a measure of commodity prices, we find that this is negatively correlated with oil prices measured by the average of the Arab Light and Arab Heavy oil prices. What this means is that nonoil commodity exporters also see their terms of trade worsen when oil prices rise and the same effects as described in the standard view impact them.  Furthermore, there is no evidence to suggest that the propensity to spend of oil exporters is higher than the propensity to spend of oil importers. The International Monetary Fund estimates that only about a third of the additional revenues is spent by oil producers in the first year of rising oil prices, rising to three fourths after 3 years.n2 This produces a negative Keynesian-multiplier effect on the world economy. These comments point to the uncomfortable truth: Poor commodity producing countries without net oil exports are hurt by rising real oil prices.  McKillop also contends that higher oil prices help poorer countries to develop oil, gas, and coal resources; without higher oil prices, the funds to develop these resources will not be available.  Higher oil prices will not help poorer countries develop oil, gas, and coal resources if, in the short term, they are paying more for their oil imports. Indeed, higher oil prices, by raising interest rates to offset inflation, might hinder development of these energy sources. In fact, McKillop ignores the role of the world's capital markets in making resources available for economic development and, consequently, a rise in oil prices is not a necessary prerequisite for investment in new oil fields.

High oil prices are bad for the global economy and indebted nations

Don Egginton, June 14, 2004, Oil and Gas Journal

The answer to the question, How much will high oil prices hurt? depends on how high oil prices rise, how long they rise for, and which country is examined.  The IMF study previously cited provides the following estimates of a $ 5/bbl increase (20%) in the oil price.  The rise in oil prices leads to a loss of GDP over a protracted period. Moreover, although the losses in the developing countries are initially smaller than in industrialized countries, the real impact on the poorest countries is masked by the presence of oil exporters within this category.  IMF estimates that, for the 29 most heavily indebted poor countries (HIPC), the loss of GDP in the first year after the simulated 20% oil price rise will exceed the 0.1% fall shown in Table 2 for 28 of these countries. The average decline in GDP will be 0.8%, and for Laos the decline would be 2.2% in the first year of the simulation.

A2 shocks bounce back

Price spikes limit economic recovery

Paul Roberts, energy expert and writer for Harpers,2004, The End of Oil, pg. 108

Yet for many in the West, the Gulf War had simply reemphasized the fundamental flaws in the oil order. Even if OPEC had declared an era of price stability, Western observers, particularly in the United States, contin​ued to argue that as long as oil remained under the political control of states like Saudi Arabia and Venezuela, volatility would pose an enormous risk to the fast-growing global economy. Research showed that after each of the six major oil price spikes since the Second World War, global economic activity had begun to fall within six months; typically, every five-dollar in​crease in oil prices brought a .5 percent decline in economic growth. Worse, the effects of price hikes were “asymmetrical.” When prices came back down, economies usually regained only about a tenth of what they had lost in the preceding spike. Cumulatively, according to energy economist Philip Verleger, price spikes had cost the economy 15 percent in growth, and more than a $1.2 trillion in direct losses, “as well as uncountable costs in personal dislocations.”

A2 Stockpile solves

The US can’t stockpile oil—the OECD prevents it

Anthony Cordesman, Arleigh A. Burke Chair in Strategy at CSIS, January 30 2004, http://www.csis.org/burke/mees/meeafteriraq.pdf

Oil is a global commodity distributed in a global market. With the exception of differences in price because of crude type and transportation costs, all buyers compete equally for the supply of available exports, and the direction and flow of exports changes according to demand. The percentage of oil that flows from the Middle East to the United States at any given time has little strategic or economic importance. If a crisis occurs, or prices change drastically, the source of U.S. imports will change accordingly. Moreover, the United States is required to share all imports with other Organization for Economic Co-operation and Development (OECD) countries in a crisis under the monitoring of the IEA. In a crisis, the United States will pay the same globally determined price as any other nation.

A2 Good for renewables

Economic damage and slow rate of conversion prevents a shift to renewables from high prices

David Goodstein, Physicist and Vice Provost at California Institute of Technology, 2004, Out of Gas, pg. 32

Once past Hubbert’s peak, as the gap between rising demand and falling supply grows, the rising price of oil may make those alternative fuels economically competitive, but even if they are net energy positive, it may not prove possible to get them into production fast enough to fill the growing gap. That’s called the rate-of-conversion problem. Worse, the economic damage done by rapidly rising oil prices may under​mine our ability to mount the huge industrial effort needed to get the new fuels into action.

The response to high prices will be rash and rate of conversion problems prevent a quick transition

David Goodstein, Physicist and Vice Provost at California Institute of Technology, 2004, Out of Gas, pg. 47

Speaking of conventional economics, economists firmly believe that when the oil starts to run out, the rising price will bring other more expensive fuels to the marketplace. As we have already seen, the truth is a little more complicated than that. History shows that we don’t react in an orderly, pre​dictable way even to a temporary shortage of our precious gasoline. And whether we panic or not, the rate-of-conversion problem is likely to defeat us. Also, no other fossil fuel can replace the cheap oil that is the cornerstone of our civilization. And finally, if we do manage to burn up the other fossil fuels too, the consequences for our climate cannot be predicted. All in all, we clearly have a serious energy problem.

Indonesia proves uncertainties prevent new investment

Malaysian Business, 7/1/2004
But there's another problem: the world is running out of oil. There is increasing evidence that world oil discoveries peaked in the 1960s and have since steadily declined. OPEC's declaration of massive oil reserves is at best suspect, since none are independently verifiable. Indonesia, the current president of OPEC and the largest and most populous country in Southeast Asia, was once a net oil exporter, but its production has fallen from 1.2 million barrels per day to 1.1 million - below its OPEC quota of 1.27 million. In the last two months, Indonesia has slipped to become a net oil importer. Worse, no new investors are pouring money into new discoveries as old ones face depletion. Were it not for world uncertainties, oil investors staying away in droves at a time when world oil is fetching record prices would have seemed peculiar.  

***Oil is FINITE***

Finite oil

UK study shows peak oil will occur in 2015

Nick Hodge, editor at Energy and Capital, “2015: End of the Oil Age – Consensus Grows for Looming Peak”, July 1st, 2011, http://www.energyandcapital.com/articles/2015-end-of-the-oil-age/1609, accessed on July 3, 2011, CJJ 

As recently as 2009, the United Kingdom's official position was that “global oil (and gas) reserves are sufficient to sustain economic growth for the foreseeable future”; also that existing policies put it “in a good position to deal with the longer-term challenge of declining oil reserves.” The government consistently cited the International Energy Agency's forecast that Peak Oil wouldn't occur until 2030, if at all. Now, after being repeatedly threatened under the Freedom of Information Act, the release of a years-old report shows the UK government has known about imminent Peak Oil and its consequences. We now know the Labour Government spent six months evaluating the likely impacts of Peak Oil back in 2007. (You can see that research in a PowerPoint recently released by the government.) As a result of that research, the government was warned of “significant negative economic consequences”, should Peak Oil occur in the short term. The report also noted it was impossible to forecast the exact moment when supply would peak — but there would be global consequences, including “civil unrest”, when it did. In a worst-case scenario, the peak would happen before 2015. The report's conclusion stated it is “clear” that: Existing fields are maturing; The rate of investment in new and existing production is being slowed down by bottlenecks, the economic downturn, and financial crisis; and Alternative technologies to oil will take a long time to develop and deploy at scale. Again, the UK government has had this report for years and has been denying its conclusions the entire time. 
2.) Technology is not a fix

a.) Companies have stopped investing in new extraction technology proving the end of oil is near

Dale Pfeiffer (Renowned Geologist) 7/30/2003 http://globalresearch.ca/articles/PFE307A.html

However, the major oil companies have started making coded announcements indicating that they know the future of the oil business will not match its past. Instead of investing in production and discovery, all of the majors have been shedding exploration staff and consolidating their holdings. None of this bespeaks a growing industry. And insiders know that there is very little excess capacity to be found anywhere. Saudi Arabia is just about the only country with the capability to increase production by any noticeable amount, and even they would be hard pressed to do so.

b.) The past 30 years prove new technology leads to only marginal gains in supply

Dale Pfeiffer (Renowned Geologist) 7/30/2003 http://globalresearch.ca/articles/PFE307A.html
Still there are economists who will tell you that it is only a matter of money. If we throw enough money into exploration and development we will increase production. This seems to belie actual experience. Over the last thirty years increased investment and technological advances have led to only marginal gains in discovery and production. If it were otherwise, the industries would not be scaling back.

3. )Energy experts agree- oil optimisits are fueled by political benefits not by actual science

Paul Roberts (Energy Author) 2004  The End of Oil  p.61-62

Thus, despite the widely understood fact that all oil estimates are highly speculative – statistical extrapolations based on data from known oil fields – such forecasting agencies as the USGS, the EIA, and Europe’s International Energy Agency are under intense political pressure to err on the side of wild optimism. And err they do. During the 199os, for example, a USGS report giving a low figure for oil reserves in the Arctic National Wildlife Refuge was withdrawn under pressure from pro-oil lawmakers in Alaska and rewritten with a more optimistic conclusion. According to industry and government officials, this Panglossian dynamic occurs in every forecasting bureaucracy and does little to encourage policymakers even to consider the issue of oil depletion. “It would be a huge mistake to base U.S. energy policy on what the USGS thinks about future oil supplies:’ says one former high-ranking U.S. energy official, “and the Energy Information Agency has put out such overblown numbers, and done it with such arrogance, that it should be statutorily barred from answering questions about oil.”

5.) Oil depeletion is increasing rapidly

Oil Depletion Analysis Centre 8/23/2004 http://www.ems.org/nws/2004/08/23/over_a_million_b
The world is now losing more than a million barrels of oil a day to depletion - twice the rate of two years ago - according to a new analysis published this month in Petroleum Review, the oil and gas magazine of the Energy Institute in London. The analysis shows that output from 18 significant oil-producing countries, accounting for almost 29 percent of total world production, declined by 1.14 million barrels a day (mb/d) in 2003. The annual rate of decline also appears to be accelerating, contrary to the widely held view that depletion progresses slowly. Based on data in the latest BP Statistical Review of World Energy, production from this group of 18 countries peaked in 1997 at 24.7 mb/d and by 2003 it had fallen to 22.1 mb/d. In 1998 their total production dropped by less than one percent, whereas last year it declined by nearly five percent. "It appears that depletion is now becoming a much more significant, though largely unrecognised, consideration in the supply-demand equation, and may be contributing to the rise in oil prices," said Chris Skrebowski, Editor of Petroleum Review and a Board member of The Oil Depletion Analysis Centre (ODAC), who prepared the new analysis.  "With world oil demand surging faster than anyone expected, it is no wonder that current supplies are stretched to the limit," he said.
6.) Oil discovery has peaked- new fields are much smaller then old findings

Paul Roberts (Energy Author) 2004  The End of Oil
In fact, when one charts the average volume of oil that has been discovered each year since the beginning of the century, it becomes clear that new oil is indeed getting harder to find. Year by year, the volume of newly discovered oil — that is, the number of barrels found each year and red in the books as known or discovered reserves — climbs steadily upward from 1860 until around 1961, when it peaks. Since then, oil companies have found, on average, a little less oil each year — with the exception of a small blip in the late 1990s, as big finds were announced in the Caspian, off the shore of West Africa, and in the Gulf of Mexico. In fact, since 1995, the world has used 24 billion barrels of oil a year but has found, on average, just 9.6 billion barrels of new oil annually. According to a study by Wood Mackenzie Consultants, industry is finding less than 40 percent of the new oil it needs to keep the base of known reserves from shrinking.

Extend #1 – Peak coming

Peak oil soon – Saudi Arabian reserves low, concern among oil consuming nations

Tom Levitt, freelance consultant on cross-sector partnerships for CPSP, “Peak oil is ‘getting closer’ but the world is not ready”, June 28th, 2011, http://www.theecologist.org/News/news_analysis/954032/peak_oil_is_getting_closer_but_the_world_is_not_ready.html, accessed on July 3rd, 2011, CJJ

In a surprising move, the major oil consuming countries, principally Europe and the US, agreed last week to release some of their emergency reserves of oil in an attempt to try and cut the high market price of oil. It was only the third time in history such collective action had been taken, the previous being during the Gulf War in 1991 and in 2005, after Hurricane Katrina damaged offshore oil rigs, pipelines and refineries in the Gulf of Mexico. Officially, it was to offset the loss of oil from Libya as a result of the ongoing conflict in the country. But there are suggestions the US and others had lost faith in the World's biggest oil exporter, Saudi Arabia, being able to increase oil production enough to keep prices from rising. This comes after a leaked memo from a senior Saudi oil executive in February alleged the country's oil reserves were being overstated. New era of oil Regardless of the motives, the decision is being seen as the start of a new era of government intervention in the oil market. 'We have learnt a big lesson. This is a dry run for how governments will respond in a few years time when we get a permanent oil price rise,' says John Miles, chairman of the UK Industry Taskforce on Peak Oil and Energy Security. Some observers go further in saying the move is evidence that we may already be entering a 'peak oil' period. They say rising market prices reflect a falling confidence in the ability of key oil producing countries to increase production to meet the rising demand for oil from emerging nations like China (already the world's second largest oil consumer after the US) and India. David Strahan, author of The Last Oil Shock, says while not definitive proof of peak oil, 'it shows doubts amongst countries about oil supplies and suggests we may be very close to peak oil'. 

Peak oil will occur between 2010 and 2015 – Hubbert’s model proves

Ganos 07/03/11 (Todd Ganos, wealth manager and professional trustee, former USAF officer, law degree, LLM in taxation, Doctoral degree in finance; July 3, 2011; Forbes: “The World Will Never Run Out Of Oil — Might Its Price Tank?”; http://blogs.forbes.com/toddganos/2011/07/03/the-world-will-never-run-out-of-oil-might-its-price-tank/) 

Back in the 1950s, M. King Hubbert developed logistical models to predict points in time called “peak oil,” which is when the maximum rate of petroleum extraction would be reached.  For the US, peak oil was the point in time when the maximum rate of US petroleum extraction was reached.  Hubbert correctly predicted the US would reach peak oil in the 1965 to 1970 timeframe.  His logistical models are now called Hubbert Peak Theory.  Today, Hubbert Peak Theory is used predict peak oil points for oil wells, oil fields, regions, and countries with reasonable accuracy.  When Hubbert applied his models to global production, they pointed to a peak petroleum extraction being somewhere in the 2010 to 2015 timeframe.  Separately, there have been a number of studies published by the Association for the Study of Peak Oil and Gas that reach a similar conclusion.  Given the automobile industry’s current embracing of electricity, Hubbert’s prediction of global peak oil might well come to pass.  Some might point to the emerging middle class in China, India, Brazil, and elsewhere and suggest that the demand for automobiles is just ramping up.  While there is no denying this increasing demand for automobiles, but how will those vehicles be powered?  Jerry Matecun, portfolio manager at Integrated Wealth Counsel (www.integratedwealth.com), notes that there is intense interest in renewable energy by emerging market governments.  During the past two years, he attended conferences in Singapore and Beijing whose focus was just that.  So, it might well be that global consumption of oil will peak out this decade and, in the face of price-competitive energy alternatives, its price begins to fall.

Peak oil is real – economic crisis proves

C. Paul Davis, Senior Vice President of Titan Oil Recovery, “Oil Supply: Peak Oil and Microbes!”, June 7th, 2011, http://www.oilvoice.com/n/Oil_Supply_Peak_Oil_and_Microbes/deae75135.aspx, accessed on July 3rd, 2011, CJJ

Now six years later, I would estimate (based on my personal research, study, and readings) that well over fifty percent (50%) of oil professionals now believe in Peak Oil. The financial crisis of 2008 and the attendant high gasoline prices that followed have brought the Peak Oil debate to the forefront for serious discussion - finally. Also, today there are more countries speaking out on the potential long-term impact that the consequences of Peak Oil will have on their countries and the world. People are finally addressing how best to mitigate the serious impact and consequences that the world is starting to experience as the result of not having enough affordable oil to meet their needs. Countries like the United States, the United Kingdom, Canada, Australia, Sweden and many others have acknowledged Peak Oil (at least in concept) and are finally attempting to put into place programs that will address the consequences of Peak Oil in a serious way by investigating some viable solutions. Time will tell whether others will also be become convinced of the seriousness of Peak Oil and accept it as a significant and imminent challenge. Let’s hope this happens.
And, Peak oil happens in the next 5 years

Stafford 6 – 11 [Lizzie Stafford, June 11, 2011, staff writer, The Courier Mail (Australia): “Finding the energy to fix climate,” LexisNexis, LS]

`We're at the beginning of the end of the fossil fuel age. Effectively what we have is an outdated 19th-century technology based on coal, a 20th-century one based on gas and oil . . . and we have 21st-century problems we need to deal with.' Dr John Barry Renewable green energy is fast becoming the investment of choice with the old fossil fuels clearly on their way out, writes Lizzie Stafford BEFORE you read on, take a look around the room you are sitting in. Can you think of something that hasn't been made or transported, in whole or part, without the use of oil? Probably not, says Dr John Barry, the associate director of the Institute for a Sustainable World in Ireland. ``We are surrounded by products from the benefits of oil, whether it be in plastics, the food you're eating or the coffee you've had,'' he says. ``At some point along the journey from the earth to you consuming it, oil has been used. Our society is addicted to fossil fuels.'' Oil, coal and natural gas supply nearly 88 per cent of the world's energy needs, with oil at 41 per cent, coal 24 per cent and natural gas 22 per cent. But our dependence on fossil fuels cannot last. As well as the devastating effects of carbon dioxide - produced when fossil fuels are burnt - on climate change, these resources are running out. Coal, petroleum, oil and natural gas take thousands of years to form. They simply cannot form at the rate we are using them, says University of Adelaide Professor Stephen Lincoln. He says it is widely agreed the world has 40 to 50 years supply of oil left. The latest figures suggest that, at the current rate of extraction, crude oil - which is used for everything from fuel for cars, trucks, planes and boats to making roads, toys, bottles and food packaging - could run out in five years unless new discoveries are made. Lincoln says peak oil - the point when the production reaches its maximum as new discoveries decline - happened some time in the past five years. ``We have to look for alternative energy sources because oil will not sustain us,'' he says. While coal is likely to last for another several hundred years, its adverse effects on the environment make its use unsustainable. 

Experts say peak oil now

Winder 11 (Virginia Winder, communications major and freelance journalist, 06/21/2011, “Making a post-oil transition,  http://www.stuff.co.nz/taranaki-daily-news/life-style/5169719/Making-a-post-oil-transition/, LG)

When you mention phrases such as "peak oil" and "climate change" some people will switch off, others will scoff and a few will nod. "It's a conspiracy theory," some say. "Not in my lifetime," others cry. Then there are the "who cares?" lot, the "what can I do?" bunch, followed closely by the environmentally minded "let's take action" crew. It's OK to think all of these things - after all, we are constantly encouraged to focus on the "now" and "live in the moment". This is just a heads- up that, yes, things are going to change soon and we need to be prepared. Think of the Scouts' motto or the ads about getting ready for retirement. In this case, the "retirement" is crude oil and the "getting ready" plan is setting up a transition town, which is a plan for the future. Transition town advocate David Turner says that future is close and plans need to be put in place now. The Okato-based Brit says that when he was growing up in Britain in the 1980s, he heard of an oil crisis and how it would affect "our children". "We are the children they were talking about, and we will be around to see this - we will be here in 20 years," the 45-year-old says. David likens oil to a drug and says we will soon face withdrawal. "How many people live in a denial of their addiction until it's too late? Then they need an intervention. In this case the intervention is when the oil runs out and then they are going to have to face their addiction cold turkey." While talking, he refers to The Transition Handbook - From Oil Dependency to Local Resilience, written by transition movement co-founder Rob Hopkins. "There's a section in this on how to get away from world addiction to oil," says David. He talks clearly, convincingly about a new positive future for the world. The answer is to be self- sustaining. He believes that when transportation costs become too high, towns and cities will be forced to provide for themselves. "Everybody has to be fed, clothed and housed - everything else is a bonus. If these three things are not in position and ready, you are in a heap of trouble." But David doesn't see the changes as a bad thing. "The way I see it, we are moving forward. We haven't had to use our imagination for the last 100 years since oil came out and it was the answer to everything." Even the experts believe the "oil age" is near an end. The International Energy Agency (IEA) says the global production of conventional crude oil peaked in 2006. That means the world is now on the downhill slide in terms of oil production. The New Zealand parliamentary paper The Next Oil Shock says that although there remain large reserves of oil which can be extracted, the world's daily capacity to extract oil cannot keep increasing indefinitely. "A point will be reached where it is not economically and physically feasible to replace the declining production from existing wells and add new production fast enough for total production capacity to increase," the October 2010 report say. "Projections from the IEA and other groups have this occurring, at least temporarily, as soon as 2012."David believes that now is the time to set up transition towns and cities, which are starting to sprout all over the world. He is proud to come from Britain's first transition city, Bristol, which has just introduced its first free bus service. The first transition town in Britain was the English town of Totnes. Another transition town advocate is Kama Burwell, a permaculture teacher from Kaimata near Inglewood. She believes the world won't completely run out of oil. "There will be a little bit everywhere." But there won't be enough to fuel everything and to make all the products we take for granted. Pause for a moment and look around you to consider what is made of oil. Here's a short list: Clothes, kitchen appliances, computers, printers, foam mattresses, carpets, glue, nylon, polyester, credit cards, lipstick, shopping bags, dish-washing liquid, shoes, DVDs, CDs, plastic bottles and toothbrushes. The items in daily use are endless, but the majority of the oil extracted from the earth is used for transportation. 

Peak oil happening now

Shaw 2011 (Tristan Shaw, studying cultural anthropology at the University of Vancouver Island, 4/20/2011, “Bell Curve and Global Discovery Network.” http://www.rosebudmag.com/environment/peak-oil-bell-curve-and-global-discovery-3, LG) 

In 2008, data published by National Geographic showed that out of the 50 largest oil producing countries, 42 had passed their peak and are in decline. It is strikingly clear that the world’s major conventional oil fields can no longer be relied on to sustain current levels of consumption – not to mention the growing population and economic demand in countries such as China, which require ever increasing rates of petroleum use. It would be completely natural to assume the major oil cartels have this stuff figured out and, when the time comes, will just increase investment in exploring, drilling, and exploiting new oil reservoirs. This makes sense, but it does not comply with the data. Simply put, all the major oil fields have been discovered, and this explains why oil corporations have been moving to unconventional drilling and costly retrieval methods, like the tar sands in Alberta, Canada. Currently, there’s about four or five barrels of oil used for every one barrel discovered. No rational person can expect world petroleum supply to fill the increasing demand by indefinitely discovering more oil fields – it is a physical impossibility. We would have to discover six more Saudi Arabias by the year 2030. How many times have we found a reservoir as big as Saudi Arabia’s? Just once. Bottom of Form Physicist and oil geologist M. King Hubbert exposed this mathematical certainty in 1949. (He was laughed at.) His predictions have proven alarmingly accurate (just the specific prediction date for global Peak Oil was off, but his overall logic has borne out). He gave us, compiled now with modern statistics and technology, the clear understanding that oil production peaks approximately 40 years after discoveries do. It always follows, much like bacteria in a petri dish, a bell curve. We now know global oil discoveries peaked in the mid 1960s, which means the peak is right now, at this very historic moment. We stand looking over the edge of global oil production, right on the precipice of a new age, one that is depleted of oil whether we like it or not. Oil is a non-renewable resource. Human civilization, in the Age of Oil, is built by and relies upon this non-renewable and highly potent resource. There are 10 hydrocarbon calories of energy in every single calorie of food consumed in the industrialized world. Take away that energy, and what will happen? Will it be a brutal transition of famine and war in a world bereft of petroleum? Or will it be a peaceful move into a green future – a world that no longer pollutes or destroys itself with weaponry. Whatever your outlook, whether pessimistic or optimistic, the paradigm is being shifted. And in the words of legendary Peak Oil activist, petroleum geologist, and author Colin Campbell,  “The human race will not become extinct, but the subspecies of Petroleum man almost certainly will.”

Peak oil set at 2020- current trends prove

The Economist 09 (news and international affairs publication,“The peak-oil debate 2020 vision, The IEA puts a date on peak oil production”, http://www.economist.com/node/15065719 , December 10th 2009, accessed 7/3/11)JER 

FATIH BIROL, the chief economist of the International Energy Agency (IEA), believes that if no big new discoveries are made, “the output of conventional oil will peak in 2020 if oil demand grows on a business-as-usual basis.” Coming from the band of geologists and former oil-industry hands who believe that the world is facing an imminent shortage of oil, this would be unremarkable. But coming from the IEA, the source of closely watched annual predictions about world energy markets, it is a new and striking claim.
Oil production in decline – US and UK tapping into reserves and tar sands aren’t the answer

Levitt 06/28 (Tom, Editor of The Ecologist; June 28, 2011; The Ecologist: “Peak oil is 'getting closer' but the world is not ready”; http://www.theecologist.org/News/news_analysis/954032/peak_oil_is_getting_closer_but_the_world_is_not_ready.html;)

The end of cheap oil has got governments panicking to control prices rather than planning for a post-oil era. Tom Levitt reports  Was it a sign of desperation or show of strength?   In a surprising move, the major oil consuming countries, principally Europe and the US, agreed last week to release some of their emergency reserves of oil in an attempt to try and cut the high market price of oil.  It was only the third time in history such collective action had been taken, the previous being during the Gulf War in 1991 and in 2005, after Hurricane Katrina damaged offshore oil rigs, pipelines and refineries in the Gulf of Mexico.  Officially, it was to offset the loss of oil from Libya as a result of the ongoing conflict in the country. But there are suggestions the US and others had lost faith in the World's biggest oil exporter, Saudi Arabia, being able to increase oil production enough to keep prices from rising.  This comes after a leaked memo from a senior Saudi oil executive in February alleged the country's oil reserves were being overstated.   New era of oil  Regardless of the motives, the decision is being seen as the start of a new era of government intervention in the oil market.  'We have learnt a big lesson. This is a dry run for how governments will respond in a few years time when we get a permanent oil price rise,' says John Miles, chairman of the UK Industry Taskforce on Peak Oil and Energy Security.   Some observers go further in saying the move is evidence that we may already be entering a 'peak oil' period.   They say rising market prices reflect a falling confidence in the ability of key oil producing countries to increase production to meet the rising demand for oil from emerging nations like China (already the world's second largest oil consumer after the US) and India.  David Strahan, author of The Last Oil Shock, says while not definitive proof of peak oil, 'it shows doubts amongst countries about oil supplies and suggests we may be very close to peak oil'.  Tar sands no answer  This new period, the 'approach to peak oil' as Dr Richard Miller from the Oil Depletion Analysis Centre (ODAC) refers to it, has eroded spare capacity and reduced the amount of new oil coming on stream to replace declines from existing fields around the world.   Without cheap alternatives, the oil industry is being forced to look at more unconventional sources of oil, such as tar sands.  The ODAC say these are not sufficient to be able to fill the future gap between supply and demand. What's more they come at a high cost. Both in economic terms and in the, as yet unaccounted for, environmental costs.  It's production process is three times more carbon-intensive than conventional oil sources - with extraction requiring the creation of vast open mines to get to the mixture of oil, clay and sand. In Canada, which holds the largest known deposits, extraction has also been linked to rising incidence of cancer and the pollution of major rivers with arsenic, lead and mercury. 
Extend #2 – New Technology Not A Fix

New tech is slow and too expensive

Paul Roberts (Energy Author) 2004 The End of Oil  p.63-64

Such bad luck fits into the larger pattern of very mixed exploration results worldwide. Although the new technology is unquestionably uncovering new fields, it has not reversed the trend of declining discoveries. In 2002, for example, worldwide discoveries fell to six billion barrels of new oil – far less than the historic average and well below the twenty-seven billion barrels that the market sucked up. Most of the easy oil — the huge oil reserves in easy-to-reach fields — has already been discovered and in many cases, especially outside OPEC, pumped out. The oil that remains will be riskier to extract, and the likelihood of unexpected costs, missed production targets, and outright failure will be greater. The more oil we produce, the greater the risks associated with what remains.

Extend #5- Burning Oil Fast

Oil is finite- the world consumes over 80billion baralles per day and increasing

Paul Roberts (Energy Expert) 7/5/2004 Baltimore Sun p.LN

IT SHOULD BE clear by now, even to those in the White House, that America needs a new oil strategy.
Since 1980, U.S. oil policy has centered almost entirely on enlarging our supply of oil -- either by drilling more oil wells at home or by cozying up to foreign producers such as Nigeria or Saudi Arabia. But as a means to energy security, this plan is dangerously obsolete. U.S. oil fields are nearly tapped out. Most of our oil allies are so unstable that supply disruptions -- and price spikes -- will become routine.  More to the point, oil is a finite resource. Today's high prices have less to do with turmoil in Iraq than with the fact that oil companies can't find new oil as fast as the United States, China and other booming economies are using it -- and this trend isn't likely to change. The United States uses about 20 million barrels of oil a day; the world, about 80 million barrels.

We have already consumed 50% of the world’s oil supply

Milluwakee Journal Sentinel 6/27/2004
Oil, the authors note, is a finite resource. "The point can be seen without any fancy mathematics at all," writes Goodstein. "Of the 2 trillion barrels of oil we started with, nearly half has already been consumed."  That's perhaps the worst-case estimate, but even the best-case estimates acknowledge the halfway point is likely to be reached within a generation.

Extend #6- Undiscovered Fields

No undiscovered places exist to prove new fields will be large

Paul Roberts (Energy Author) 2004 The End of Oil p.40-50

Yet for all their dark theories and occasional paranoia, oil pessimists are right to challenge the oil numbers being tossed around today, because in many cases those numbers simply don’t make sense. Take the estimates for “undiscovered” oil. Many optimists, including the USGS, believe that a huge amount of oil remains to be found — anywhere from 1 trillion to 1.5 trillion barrels. The problem is, few places on earth remain where all that oil could be hiding but where oil companies have not already looked. Oil is not a random geological event, something that can occur just anywhere. It is the product of complex geological processes that take place only in certain quite specific conditions. As we saw in the story of Spindletop, you must first have source rock— the deeply buried sediments rich in organic matter. It is also necessary to have a migration pathway — cracks or porous rock through which the newly formed petroleum can escape toward the surface. Finally, a layer of impermeable stone or clay or salt is required, to trap the petroleum and create a reservoir, or field.

The end of easy oil is near- theoretical oil is uncertaian

Paul Roberts (Energy Author) 2004 The End of Oil p.47

In truth, however, as some energy companies and government agencies tacitly acknowledge, the optimists’ rosy picture is far from accurate. Though vast quantities of oil still remain in the ground, most is what might be called theoretical oil — it may exist, but in highly uncertain and even problematic environments: deep below the Arctic ice, for example, or in small African regimes wracked by civil war. Or, most important, inside the oil fortress known as OPEC, whose political machinations will affect long- term supply more powerfully than any geology. Thus, our ability to get at this theoretical oil, and to use it, depends on a myriad of variables — technological, economic, financial, and political — that are, at this point, hard to predict and even harder to control. In other words, although we will not run out of oil tomorrow, we are nearing the end of what might be called the easy oil. Even in the best of circumstances, the oil that remains will be more costly to find and produce and less dependable than the oil we are using today. This fact means not only higher prices, but more volatile prices, which will make it harder to see how fast oil supplies are being depleted, and harder still to know when we’ll need to start looking for something new.

A2 soft landing

Soft landing theory wrong – lack of ability to meet demand, consequences to production

Tina Csey, contributing writer for CleanTechnica, “ CIA Predicted Peak Oil More than 30 Years Ago”, June 9th, 2011, http://www.triplepundit.com/2011/06/prepare-peak-oil/, accessed on July 3, 2011, CJJ

The Oil Refinery Bottleneck There are two major problems with the soft landing scenario as a long term solution. First, the ability to extract oil from various sources is only one factor in meeting demand. If oil production continues to increase, then oil transportation and refinery resources will also need to grow apace with demand, and military analysts wax fairly pessimistic on that point according to a 2010 report from the U.S. Joint Forces Command. The Price of Peak Oil The second problem takes us full circle back to the CIA’s interest in the issue, mainly, the relationship between energy and political instability. The soft landing scenario applies only to the quantity of energy produced, not to the consequences of producing it. Oil and other fossil fuels from conventional sources have already proved to be a risky energy strategy fraught with environmental and public health hazards. With these sources in depletion, we are turning to even riskier strategies – tar sands, shale, and deep ocean waters. These have already established themselves as destabilizers due to their record of real and potential threats to water supplies, fisheries, and other fundamentals of economic stability. The pursuit of unconventionally sourced oil and other fossil fuels may offset the coming decline in conventional oil production, but it may wind up bringing about exactly those consequences we should be striving to avoid: shortages of basic commodities, price spikes, domestic strife and global turmoil 

A2 Market Will Predict Peak

False- there is a huge disparity between production costs and actual oil prices- price increases tell us nothing

Bulletin of Atomic Scientists Jan/Feb 2004 http://www.thebulletin.org/issues/2004/jf04/jf04cavallo.html

In reality, the differential between petroleum production cost and market price is so large that market price cannot be used as a measure of resource depletion. For example, the variation in the average price of oil between 1998 ($10 per barrel) and 2000 ($24 per barrel) had nothing to do with depletion of reserves and everything to do with an attempt to exercise "market discipline" by the Organization of Petroleum Exporting Countries (OPEC).

The market isnt free now, price changes occur arbitrarily, making it harder to figure out

Paul Roberts (Energy Author) 2004 The End of Oil p.60-61

Second, in order for price to reflect changes in supply accurately and thus warn us whether depletion is actually taking place, the market in question must be relatively free, which for oil is not the case. In a free oil market where all oil was accessible to whoever could pay for it, oil companies would always produce the easiest, most accessible oil first, because it costs less to do so. As that easy oil was depleted, companies would turn to the increasingly expensive oil, which would gradually push up the price and simultaneously send a timely signal to consumers to start using less oil. For this marvelous mechanism to function, though, oil companies must have access to that cheaper oil, so they can use it up first, before moving on to the expensive stuff. In the real world, however, just the opposite occurs. Because OPEC owns most of the cheap “easy” oil and limits how much is produced (and who can produce it), Western oil companies are essentially forced to produce the expensive oil first, and so must charge more for it — around twenty to twenty-five dollars a barrel — to cover their higher production costs. (This dynamic in turn allows OPEC to charge the same price for its oil, even though OPEC oil is much, much cheaper to produce.

A2 High Prices Cause New Investment

No new investment now- political instability constrains investment and 1990s proved investments fail

MSNBC 9/9/2004 http://msnbc.msn.com/id/5945678/

In theory, higher oil prices should expand supplies, by bringing on line oil that just isn’t profitable to produce at lower prices. But the recent surge in prices and continued growth in demand haven’t been matched by a major boost in oil industry capital spending on exploration and production. New spending has been constrained, in part, by political instability in parts of the world believed to hold vast potential, such as Venezuela, Iran, Iraq and parts of Africa.  But Big Oil is gun shy for other reasons. The sting is still fresh from a major investment boom in the 1990s, when the industry lost heavily when it bet on an oil price run-up that collapsed following a global recession. By 1998, the price of a barrel of oil had fallen to $12.

A2 Tar Sands

Tar sands don’t solve peak oil

Tom Levitt, freelance consultant on cross-sector partnerships for CPSP, “Peak oil is ‘getting closer’ but the world is not ready”, June 28th, 2011, http://www.theecologist.org/News/news_analysis/954032/peak_oil_is_getting_closer_but_the_world_is_not_ready.html, accessed on July 3rd, 2011, CJJ

This new period, the 'approach to peak oil' as Dr Richard Miller from the Oil Depletion Analysis Centre (ODAC) refers to it, has eroded spare capacity and reduced the amount of new oil coming on stream to replace declines from existing fields around the world. Without cheap alternatives, the oil industry is being forced to look at more unconventional sources of oil, such as tar sands. The ODAC say these are not sufficient to be able to fill the future gap between supply and demand. What's more they come at a high cost. Both in economic terms and in the, as yet unaccounted for, environmental costs. It's production process is three times more carbon-intensive than conventional oil sources - with extraction requiring the creation of vast open mines to get to the mixture of oil, clay and sand. In Canada, which holds the largest known deposits, extraction has also been linked to rising incidence of cancer and the pollution of major rivers with arsenic, lead and mercury. None of this has stopped BP, Shell, Total and others from looking to invest. 

Companies have committed to reject tar sand

Stockman 10 (Lorne, May 6, “Tar Sands Oil Means High Gas Prices”, http://dirtyoilsands.org/files/CEI-TarSandsMeansHigherOilPrices.pdf) 

Tar sands (also known as oil sands) oil production is the most expensive oil production in the world. The Keystone XL pipeline will create significant over capacity for tar sands crude into the U.S. raising pipeline tariffs and adding to the already high cost of tar sands production. The growth in tar sands production needed to fill the Keystone XL pipeline will only occur if oil prices keep rising. Tar sands production exerts little if any influence over global oil prices because it maintains no spare production capacity. Tar sands production is a symptom of high oil prices and not a basis for lower prices. Tar sands oil production is the most expensive oil production in the world today and has been labeled the ‘marginal barrel’ by the International Energy Agency. In April 2010 Marvin Odum, Shell’s head of tar sands, announced that the company would not go ahead with any new tar sands projects in the next five years and perhaps longer because of the expense of doing so. He said that, ‘the oil sands have become one of the most costly places on earth to pursue oil projects’. Referring to the company’s recent $14 billion expansion of its tar sands mining project he said that it represented, ‘some of the most expensive production that we have.’iii He stated that the 100,000 barrel a day (b/d) project will require minimum oil prices of $70-75 to turn a profit. Further, construction costs in Alberta are only going up. The rush to develop tar sands projects and the huge requirements for labor, cement, steel, engineering equipment and other resources mean that everything from rigs to housing are at a premium in the tar sands regions. A recent decline in costs spurred by the recession is already being reversed.iv In November 2009, one of Canada’s respected energy think tanks, the Canadian Energy Research Institute (CERI) produced its 2009 to 2043 forecast for the tar sands industry.v In this 35 year timeline it expects oil prices to rise to around $200/bbl stimulating growth in tar sands production of between 5 and 6 million b/d by the 2030s to 2040s. It calculates that the oil price required to facilitate this level of production ranges from $119 to $134/bbl. The last time oil prices were at this level, in mid-2008, U.S. gasoline prices averaged $3.96 per gallon.vi The tar sands industry is clearly betting on high oil prices in order produce much of the as yet undeveloped resource. However, there is a raft of economic analysis including that from the IEA and others that shows that high oil prices hinder economic growth and are therefore unsustainable. CERI and the tar sands industry are counting on a situation that would be devastating for the U.S. economy. If oil prices ever did reach $200/bbl, gasoline prices would probably be above $7 per gallon. Tar sands production is expensive primarily because it is bitumen, a solid or semi-solid form of degraded oil. Extracting and processing it requires more complex procedures than most conventional oil production. These processes require extensive specialized infrastructure leading to huge capital investment costs and high operating costs. Compare for example the estimated cost of developing a heavy oil field in Saudi Arabia with Shell’s recent tar sands mining expansion. The Manifa Field in Saudi Arabia is estimated to cost $15.75 billion to develop and as such is one of the most expensive developments in the country. It is slated to produce 900,000 b/d of oil as well as significant quantities of natural gas and condensate.ix In contrast, Shell’s Athabasca Oil Sands Project (AOSP) expansion cost $14 billion but only added 100,000 b/d of crude oil capacity.

A2 Shale

Australia proves the industry is not maintainable

The Age 12/3/2003 http://www.theage.com.au/articles/2003/12/02/1070351580970.html?oneclick=true

The collapse yesterday of Southern Pacific Petroleum marked the end of one of the most enduring and ambitious dreams of the local resources industry: shale oil.  In 1968, US business magazine Forbes heralded shale oil, essentially a process to extract oil from shale rock, as "a veritable treasure of black gold . . . so plentiful it can supply this country's needs for at least 200 years." The US never had a shale oil project.  When it collapsed, Southern Pacific was at work on the Stuart project near Gladstone, one of a clutch of shale oil prospects it held west of the Queensland regional centre.  While there have been other resource dreams that came to nought - such as Australian Magnesium Corp - shale oil differed. It died a lingering death that began not long after the concept emerged at the start of the 1980s, when US oil giant Exxon said it would outlay a then unheard of $400 million to buy half the Rundle oil shale prospect from Southern Pacific and its Central Pacific Minerals stablemate. Southern Pacific and Central Pacific, for much of their life known as the Rundle twins, merged in 2002.  Doubts about the technical feasibility of extracting shale oil and environmental problems arose soon after Rundle hit the news, and were never resolved. It was a complex and inefficient process. In fact, shale oil is not actually oil at all, but kerogen, with the shale heated and the resulting vapour becoming liquid oil when cooled.

Shale extraction requires more energy then it produces and kills the environment

John Richter 8/30/2002 http://www.therant.info/archive/000003.html
If tar sands extraction is economically borderline today, some higher price will stimulate the development of oil from oil shale. Deffeyes reports that a single US shale deposit (dubbed the Green River Formation) could release oil “roughly equal to all the world’s conventional oil.”
[v] That’s a lot of oil shale! The challenge is to expend less energy extracting the oil than the oil contains. Shale extraction will also wreck havoc on the environment.

A2 saudi reserves

Saudi reserves running dry

Stancliff  11 (Dave Stancliff ,columnist for the Times-Standard. He is a former newspaper editor and publisher,  04/03/2011, “As It Stands: Peak Oil: It's not if it will happen, but when”, http://www.times-standard.com/davestancliff/ci_17763430, LG)

While filling my car's gas tank the other day I had a sense of foreboding. Watching the dollars add up as each gallon registered, I suspected $4.25 a gallon was going to look good by this time next year. What's happening? Why are prices steadily going up? You can thank oil speculators for that. Those daring, greedy gluttons are making us dance like puppets at the pumps. But there are other things going on that drive up oil prices. Have you ever heard of Peak Oil? I won't attempt to go into the whole subject in this limited space, but I will share some points on this controversial subject with you. M. King Hubbert, a Shell geoscientist, correctly predicted in 1956 that the United States would pass its peak oil production between 1965 and 1970. Since then, U.S. production has dropped steadily, and we've become more dependent on foreign oil. Fast forward to an April 2009 meeting in Washington where Department Of Energy (DoE) bigwigs discussed the growing demand for liquid fuels. Glen Sweetnam, who heads the publication of DoE's annual International Energy Outlook, told his peers the decline of liquid fuels production between 2011 and 2015 could be the first stage of the “undulating plateau” pattern, which will start “once maximum world production is reached (Peak Oil).” A hint of worry there, but the DoE dismissed the controversial Peak Oil theory, which assumes that world crude oil production should irreversibly decrease in the near future. Lauren Mayne, responsible for liquid fuel prospects at the DoE, recently told the French newspaper Le Monde, “Once maximum world oil production is reached, that level will be approximately maintained for several years thereafter, creating an undulating plateau. After this plateau period, production will experience a decline.” The Obama Administration goes along with this line of thought. Sweetnam's warning was followed by warnings from The Wall Street Journal, The Houston Chronicle (main daily newspaper of the world capital of crude oil trade), the CEO of Brazilian oil company Petrobras, former Saudi national oil company Aramco and an International Energy Agency (IEA) “whistleblower” on Nov. 9, 2009. The whistleblower was a senior IEA official who claimed the U.S. was influential in encouraging the watchdog to underplay the rate of decline from existing oil fields and overplay the chances of finding new reserves. Today, the U.S. fears that Saudi Arabia, the world's largest crude oil exporter, may not have enough reserves to prevent oil prices from rising. In a Feb. 8 article in the Guardian, U.K., cables released by WikiLeaks urged Washington to take seriously a warning from a senior Saudi government oil executive, al-Hussenini, that the kingdom's oil reserves have been overstated by as much as 300 billion barrels -- nearly 40 percent. The U.S. consul warned Washington, “While al-Hussenini fundamentally contradicts the Aramco company line, he is no doomsday theorist. His pedigree, experience and outlook demand that his predictions be thoughtfully considered.”  Here's the thing: Everyone agrees we will run out of oil someday. It's when we will run out that predictions vary. Now I'm going to throw in another factor. It's not just how much oil is left -- it's also how much oil can be extracted at a significant energy profit. The bottom line. Howard Odum wrote in the early 1970s, “The true value of energy to society is net energy, which is that after the energy costs of getting and concentrating that energy are subtracted.” That net energy is what powers our world, from cars to planes and everything in between. In 2005, the DoE commissioned a report to examine the impact of Peak Oil. The Hirsch Report, named for its lead author, energy advisor Robert Hirsch, put the problem in stark terms. It recommended 10 to 20 years of “accelerated effort” to implement alternative fuels before Peak Oil hits and causes a “major economic upheaval.” The general consensus is we will have big problems in an undetermined future, starting in 10 to 50 years (depending upon who you talk to), unless we change our fuel habits quickly and convert our economy to alternative energies. So who should we believe? How close are we to reaching Peak Oil and economic disaster?  As It Stands, it doesn't take a seer to see $4.25 a gallon will actually seem cheap sooner rather than later.






