**CANADA**
2NC- Quebec Secession
High demand is critical to the Canadian Economy

Kremmidas 11 – Chief Economist at the Canadian Chamber of Commerce (Tina, “The Impact of Oil Prices on the Canadian Economy,” June 2011, The Canadian Chamber of Commerce, http://www.chamber.ca/images/uploads/Reports/2011/1106OilPrices.pdf)#SPS 

Conversely, if higher oil prices are a reﬂection of robust global economic activity that boosts demand for oil, Canada benefits as foreign demand for Canadian goods and services rises. When the increase in prices is caused by higher world demand, the net effect on Canada’s real GDP is positive. Despite recent supply disruptions stemming from geopolitical unrest, the Bank of Canada has come to the conclusion that a large, sustained increase in demand stemming from rapid growth in emerging market economies has been the primary driver of the most recent boom in commodity prices. However, only 10 per cent of Canada’s exports go to emerging market economies, and Canada exports very little in the way of non-commodity items to these nations. Thus, Canada’s economy is not likely to beneﬁt as much as it has in past oil-price booms that were driven mainly by U.S. growth. 

A hurting Canada economy will cause Quebec secession

Nuechterlein 99- A political scientist and writer who resides near Charlottesville, Virginia. He is the author of numerous books on American politics and foreign policy. (Donald, CANADA DEBATES A VARIETY OF DOMESTIC ISSUES, September 1999 http://donaldnuechterlein.com/1999/canada.html)#SPS 


The fourth news story, which did not get quite the attention of the other three, reported that the federal government, headed by Prime Minister Jean Chretien, plans to stake out its position regarding a new referendum that Quebec will probably hold on independence sometime in , 2000. Chretien seems determined to lay down two bench marks for this referendum: What should be the wording of a proposal given to Quebec voters as they make a choice between continued association with Canada, or independence? And what result should constitute a clear mandate for separation from Canada? A year ago the supreme court decided that the federal government and the other provinces will be obliged to negotiate with Quebec, if there is a clear answer to a clear question stated in a referendum. Chretien has now set up a working group of federal officials to plan Ottawas strategy around these issues. He hopes that Quebeckers will reject a clear question about pulling out of the Canadian Confederation. Our visit to Nova Scotia and New Brunswick provided insight into the reactions of Canada's French-speaking population living outside of Quebec. The Acadians of Nova Scotia, who were expelled by the British (ethnic cleansing) two and a half centuries ago because of Britains renewed war with France, live in relative harmony with their English-speaking neighbors there, and in New Brunswick where they number nearly forty percent of the population. I engaged one Acadian fishermen in conversation, in English, and he seemed firm on the separation issue:: "We don't agree with the Quebecois. If they want to leave Canada, let them go. We like it better this way." His colleagues nodded in agreement. As an American who has visited Canada many times over thirty years and studied the rise of Quebec nationalism, I find it difficult to suggest an outcome of the next round in the national unity debate. Current opinion polls in Quebec show that pro-independence forces are somewhat below the 50 percent margin that would trigger formal negotiations with the rest of Canada on the terms of separation. The current premier, Lucien Bouchard, is a crafty nationalist who will not put the question to another referendum unless he is convinced it will obtain a majority vote. My guess is that if Bouchard has doubts about reaching at least 50 percent in favor of independence, he will first call a provincial election and hope to increase the majority of his Parti Quebecois. That would give him more confidence about winning a referendum. An important factor influencing many Quebeckers will be their degree of satisfaction with the Canadian economy. At present, prosperity reigns in most parts of the country and many Quebec voters may worry that their province will suffer economically if it separates. Canada enters the 21st century with a strong economy and a central government in firm control of parliament. That government will use all its influence to dampen pro-independence sentiment in Quebec, and we should know in , 2000 if it or Quebec nationalists are in the ascendancy.

Causes U.S. –Russia Nuclear War

New World Order Intelligence 96 (May, 1996, http://www.survivalistskills.com/quebec.htm/)#SPS

Lamont's forecasts, based upon all of this input? Canada will disintegrate shortly after Quebec separates via a Unilateral Declaration of Independence [Bouchard threatened to do this on April 28th, 1996]. Quebec will become a socialist, somewhat aberrant and unpredictable state which will ultimately be refused entry to NAFTA by the US and Canada.  The Canadian provinces will seize more and more power from a weakened Federal government,  become individual or regional "mini-states" themselves , and turn their eyes southward. BC and Alberta will withdraw into "Cascadia", a union of those two provinces with California, Oregon, Washington State, Idaho and Alaska, forming a bloc with the ninth-largest economy in the world. BC and Alberta will apply for admission into the US, and be accepted immediately. Manitoba will hook up with Minnesota around a Red River union. Saskatchewan will join with Montana, Colorado, and Wyoming in the Rocky Mountain Corridor. Manitoba and Saskatchewan would be given associate status with the US, depending - among other things - on how cooperative they are in facilitating the export of Canadian water to the United States. Ontario would sink into the embrace of the US Great Lakes states. Canada's Atlantic Provinces would form an "association" with New England. The US federal government , Lamont asserts, will not be "happy" with this turn of events - it will complicate security and defense arrangements , multiply the difficulties in observing and fulfilling a wide range of current bi-lateral agreements and treaties , etc. But it will be "persuaded" by the addition of vast water resources, wood, immense mineral troves, multi-billion barrel oil and tar-sand reserves, etc, to America's economic base and strategic reserves. The Russians, who have always regarded Canada as a less-belligerent "buffer" across the Arctic between the U.S. and themselves become increasingly resentful of Canada's absorbtion into a Continental Union. The hardline communist/nationalist faction having triumphed in Moscow, they begin armed "probing" flights across the Arctic divide in an attempt to test out the effectiveness of the NORAD radar early-warning system after Quebec's separation and Canada's slow collapse . Feeling even more threatened by the growing American colossus, the Russians become even more aggressive and "trigger happy". The same treaties that reduced US/USSR missile forces permitted the Russians to increase their terrain-hugging bomber-launched cruise-missile stockpiles, and they take full advantage of this . Canada, the "international diplomatic buffer", has ceased to exist. 

Quebec Secession Ext. 
The question of Canada’s economy is the question of Quebec’s secession

 Dion 96 – Member of Parliament for the riding of Saint-Laurent–Cartierville in Montreal since 1996 (Stephane,  Notes for an address on the Economy and National Unity to the Members of the Business Council on National Issues, March 26, http://www.pco-bcp.gc.ca/aia/index.asp?lang=eng&Page=archive&Sub=speeches-discours&Doc=19960326-eng.htm)#SPS

In light of the result of the Quebec referendum on October 30, I am sure you will all agree that the possibility of Canada's breaking up must be taken very seriously. As I said in my visit to Vancouver on March 2, our country is in danger. The possibility of separation has never been as real. Many people would like Canada's situation to be comparable to that of other countries, which are focussing exclusively on deficit reduction and job creation, which our government has indeed been dealing with very well since 1993. We cannot stick our heads in the sand, however. We cannot ignore that we are the only stable democracy facing the danger of secession. Secession is a grave decision, and it is so rare under normal circumstances that it has never happened in established democracies that have had at least ten consecutive years of universal suffrage. The constitutional debate is beginning to weigh heavily on the mood of Canadians. Some are saying openly that they are tired, that they've had enough. Others have simply resigned themselves, and have the impression that Quebec's secession may be inevitable. The link between the economic situation and the danger of secession is obvious. Talking about the Canadian economy also means talking about the danger of secession. You are living with the consequences of that. For people who do business in Montreal, you know that you would have to be blind not to see the negative consequences. Even Mr Bouchard had to acknowledge that in an interview with LE POINT on Thursday. In his own words, "... I won't deny that there may be some foreign investors who are saying ‘well, let's wait until things are settled between Montreal and Quebec City before going to Montreal.' (Radio-Canada, LE POINT, Thursday, March 21, 1996) In response to the urgent call by the business community, he has had to acknowledge that there is indeed a link between political uncertainty and economic instability.

U.S. Key
Canada is dependent on U.S. oil consumption

Shufelt 12 - National Post Staff Writer (Tim, “Crude Awakening; Canadian Energy Producers Will Have To Step Up Their Game If The U.S. Becomes Self-Sufficient In Meeting Its Needs,” National Post's Financial Post & FP Investing (Canada), June 19, 2012, Lexis)#SPS

The great divide between the capacity of the United States to produce oil and its ability to consume it has, for decades, dominated the global oil trade. This oil deficit has created the world's largest national market for foreign crude, which has happily allowed energy exporting powers to find a dependable source of riches in Americans' thirst for oil. The viability of the Canadian oil sands, for one, is predicated on exploiting that shortfall. But as the U.S. increasingly produces more oil while using less of it, the global energy market is reshaping, reversing established trends on both the production and consumption sides of the U.S. oil industry. Entrenched trade relationships are changing and oil-producing countries such as Canada need to rethink their dependency on U.S. consumption. "The U.S. has become the fastest growing oil and natural gas producing area of the world," noted a recent report by Citibank analysts, who predicted North America will become "the new Middle East by the next decade." By applying to shale oil properties the same hydraulic fracturing techniques that recast the North American natural gas industry, once dwindling U.S. crude supplies are now increasing. Today, so-called tight crude, primarily produced from the Bakken shale property in North Dakota and the Eagle Ford formation in Texas, is filling pipelines and flooding refineries.

Low Oil Prices Bad
Oil Prices are key to Canada’s economy- decline drives up the defecit

CBC News 12- Canada Broadcasting Company (N.L. warns plummeting oil price may drive up deficit, Jun 19, 2012, http://www.cbc.ca/news/canada/newfoundland-labrador/story/2012/06/19/nl-oil-prices-619.html)#SPS

Newfoundland and Labrador Premier Kathy Dunderdale is warning further belt tightening may be necessary if the price of oil continues to drop much lower than the government forecast in its budget preparations. "We are watching very carefully, and our deficit may end up at the end of the year larger than we forecasted .… We are keeping a very tight grip on the purse strings at the moment in terms of sanctioning spending that we announced in the budget,” Dunderdale said at a Newfoundland and Labrador Oil and Gas Industries Association (NOIA) conference in St. John’s Tuesday. "It’s early on, and I hope we are going to recover, but we will have to wait and see. [The price of oil] is trending down, and there is no prediction that it is going to go up anytime soon." Brent Crude was trading around $95.82 per barrel on Tuesday morning, far below the average price of $124.12 that the government set as the annual average for its budget. Dunderdale said one third of the province’s revenue is derived directly from the petroleum sector. She said the industry provides direct employment for more than 3,000 people but indirectly employs for thousands more.

Higher oil prices feed a strong Canadian dollar 

WSJ 7-3 (July 3, 2012, Canadian Dollar Trades At 6-Week Highs As Oil, Stocks Gain, http://online.wsj.com/article/BT-CO-20120703-711909.html)

TORONTO--Strong gains in oil prices and equity markets gave a boost to the Canadian dollar Tuesday, helping the loonie outperform its G10 currency peers and trade at six-week highs. The U.S. dollar was down about 0.45%, at C$1.0124 late Tuesday, a low not seen since May 17. It was at C$1.0172 late Monday, according to data provider CQG. The loonie's rally was "surprising," given the recent round of weaker data from Canada's major trading partner, the U.S., said Win Thin, senior currency strategist at Brown Brothers Harriman in New York. Poor U.S. data typically hits the Canadian dollar and the Mexican peso the hardest. But crude prices gained sharply, as tensions escalated over Iran and as investors speculated that the recent batch of weaker economic indicators might trigger a fresh round of demand-enhancing economic stimulus. Light sweet-crude futures on the New York Mercantile Exchange climbed more than 4.4% on the day. Equities were also stronger, with the Dow Jones Industrial Average gaining 0.5% on the day and the S&P 500 gaining 0.6%. Stocks closed early on Wall Street, ahead of the July 4 holiday. The Toronto Stock Exchange was solidly higher in late-afternoon trade, up about 2.5%. "We have taken a pause from all of the negative sentiment," said CIBC's Mr. Mikolich. "For now I think people are trying to bask in the absence of any new disasters." These are the exchange rates at 3:55 p.m. EDT (1955 GMT) and 8 a.m. EDT (1200 GMT) Tuesday, and late Monday.
Low oil prices kill Canada’s oil sector, which is key to the overall economy
TERTZAKIAN 12 -  economist, investment strategist, author and public speaker. He is Chief Energy Economist & Managing Director at ARC Financial Corporation, an energy-focused private equity firm. (PETER, “Lower oil prices will crimp industry spending,” The Globe and Mail, Jun. 12 2012, http://www.theglobeandmail.com/report-on-business/industry-news/energy-and-resources/lower-oil-prices-will-crimp-industry-spending/article4250304/)#SPS 

A billion dollars every week. That’s the rate at which the oil and gas industry invests capital into Canada. Other than 2009 – the depths of the financial crisis – that pace of injecting money into the economy has been fairly steady since 2006. However, leading indicators suggest that corporate wallets are getting leaner. Spending is likely to slow down in the second half of this year, contributing to a year-over-year decrease of about 15 per cent. Commodity price weakness is the biggest factor contributing to the slowdown. Natural gas prices are at their lowest level in over a decade. Per barrel, North American crude oil prices have lost $15 of their lustre in the past month. Discounted Canadian oil prices relative to U.S. markets are further eroding revenue and cash flow. And it’s cash flow that matters, because producers typically reinvest every dollar of what they realize back into the ground. Right now the industry’s fortunes are particularly sensitive to variations in oil price. In Canada, the combined sale of conventional oil plus oil sands now represents 90 per cent of the revenue mix. The remaining 10 per cent is natural gas, which has been marginalized by low price and declining production. The dollars are big on 3.7 million barrels a day of Canadian oil production (all grades). Every $10 (U.S.) per barrel drop in the benchmark price of West Texas Intermediate (WTI) oil trickles down into a loss of about $125-million (Canadian) per week in after-tax industry cash flow. Even before the recent oil price slide, the talk around the Calgary Petroleum Club was one of greater austerity. Those sentiments were echoed in first-quarter financial reports and recent announcements. A review of the guidance of 29 publicly-traded oil and gas producers – large and small companies representing about 40 per cent of Canada’s conventional (non-oil sands) volume output – reveals that 21 of them are cutting back. Year-over-year, the announced spending cuts average 20 per cent, although this theme of frugality is not uniform. From our 29-company sample set, Figure 1 shows a histogram of the expected change in conventional capital expenditures (excluding the oil sands), 2012 versus 2011. The range varies from a near complete shutdown (-75%) to a robust increase (+50%). There is a predictable polarization of spending behavior in Figure 1; companies leaning to the left of the spectrum are those with a lot of natural gas baggage. Cashed up companies with a good inventory of light tight oil (LTO) prospects are on the positive side of the scale. The guidance expressed in Figure 1 was taken back at the end of March, when the price of oil was well above $100/B. Not anymore. If the price of oil remains in the mid $80/B range, we should expect to hear of further spending restraint, especially on the conventional side of the business that represents 60 per cent of the industry. The other 40 per cent is composed of oil sands projects that are funded by deep-pocketed multinationals that are less affected by near-term fluctuations in cash flow. So, current spending on oil sands is unlikely to budge much from $20-billion per year. A lagging consequence of commodity price weakness is lower drilling activity (non-oil sands), which is already a reality in natural gas play areas. Conventional oil drilling is now likely to pull back too. Summer rig activity is already looking a bit weak. It’s not that $85 (U.S.) is a bad price for a barrel of light oil; the issue is that cash flow for investing into high-cost horizontal wells will be crimped relative to prior years. And much of the industry is now exclusively dependent on cash flow, because debt is reigned in and the public markets are in a foul mood to finance with equity. Appropriately, we can say that the well for new capital is dry. So, in the near term the industry must live within the means of its flagging income statement. After the Financial Crisis, capital expenditures by Canada’s oil and gas industry fell from $54.4-billion in 2008, to $33.6-billion to 2009. That 40 per cent cut was momentarily disastrous. By comparison a 15 per cent drop in 2012, to an estimated $47-billion, is a mild correction. And not quite a billion dollars a week. 

Uniqueness
Oil prices are on the brink- Canada is already hurting

Cattaneo 12- Staff Writer for the Financial Post (Claudia, “Oil prices could reach low of US$70: CIBC,” JUNE 4, 2012, http://www.canada.com/business/prices+could+reach+CIBC/6727182/story.html)#SPS 

CALGARY — Oil prices could pull back to the US$70 level over the short term, CIBC World Markets said Monday in a note to clients entitled Welcome to the House of Pain: Benchmark Prices Collapse … and Canadian Discounts Widen. Oil and gas analyst Andrew Potter said oil prices have come under relentless pressure in the past 30 days, with near-month prices declining 10% as a result of macro-economic concerns. Oil prices were near the lowest level in eight months Monday, or just above US$83 a barrel in New York, as orders to U.S. factories unexpectedly fell in April and China’s non-manufacturing industries expanded at the slowest pace in more than a year in May. Meanwhile, the euro rose for a second day versus the dollar after European leaders agreed to discuss closer banking cooperation in the euro bloc. “If macro conditions continue to deteriorate we would not rule out a short-term pullback into the $70/bbl range,” Mr. Potter writes. For Canadian producers, the pain of weakening West Texas Intermediate benchmark prices is being compounded by widening discounts for Canadian oils: Bakken Light is now only $76 a barrel, representing a 9% discount to WTI, Synthetic crude oil is now only $78 a barrel, representing a 6% discount to WTI, and Western Canadian Select is now only $64 a barrel, or a 23% discount to WTI, Mr. Potter writes.

Oil prices are low, but manageable for Canada- a free fall could be devastating

Ewart 12 - Calgary Herald Columnist (Stephen, “Ewart: Low oil price situation looms,” May 24, 2012, http://www.calgaryherald.com/business/Ewart+price+situation+looms/6670849/story.html#ixzz1zgDnwjXT)#SPS

Suddenly and without warning, we're in a low oil price environment. It seems hard to contemplate, but in a world of $100 US-per-barrel oil, when the price slips below $90, as it did Wednesday on the New York Mercantile Exchange, it's difficult not to conclude that crude oil is selling below expectations. The Alberta government, for example, is using a $99.25 price for benchmark West Texas Intermediate oil for its 2012-13 budget, while big oilsands producers Cenovus Energy and Canadian Natural Resources have 2012 budgets based on assumptions of WTI averaging $104 a barrel. The NYMEX price hit a six-month low of $89.90, down 15 per cent this month. In a report Wednesday, CIBC World Markets forecast the "price weakness will persist for another one to three months, and would look for prices to ultimately bottom in the mid-$80s." Judith Dwarkin, chief economist at ITG Investment Research in Calgary, identified the specific cause of the falling oil prices amid the looming financial crisis in Europe, growing signs of an economic slowdown in China and, for the moment, easing of geopolitical tensions in the Middle East. "It turns out the world is not short of oil, nor is it likely to be in the months ahead," Dwarkin said. "The political factors were trumping the fundamentals for most of the year and now the fundamentals have moved back to centre stage." Not that anyone is bracing for a free fall. In fact, many observers suggest it is unlikely crude will fall much below current prices. That belief largely is based on two reasons, one highly complex and one pretty simple. The complex reason relates to the rising "marginal" cost of producing a barrel of oil in a nonOPEC country. Marginal cost is defined as the cost of pumping the last and most expensive barrel of oil required to meet demand. If the oil price falls below the marginal cost, there is no incentive to produce that barrel, so demand remains unsatisfied until consumers are willing to pay. "Oilsands, SAGD or mining, is now the poster child for the marginal barrel," Dwarkin notes. Industry reports put the cost of producing the marginal barrel today between $75 and $95. It appears to support the thinking there's only so much room for prices to fall until producers scale back spending on new projects until the economics inevitably improve. The simple reason is Saudi Arabia wants $100 oil. The longtime Saudi oil minister, Ali al-Niami, said recently if oil falls below the psychological price barrier "we would expect OPEC to start to trim output." However, that $100 trigger point that al-Niami sees for action by OPEC is for Brent North Sea crude. And as any producer in North America's fast-growing Bakken or oilsands regions knows all too well, these days Brent trades at a $10-$20 premium to WTI. Brent fell to $105.56 a barrel Wednesday in London. When junior Calgary oil producer Diaz Resources released its first-quarter results Wednesday, for example, it said it expects WTI prices to remain above $90 through the balance of 2012. Diaz said, at current heavy oil discounts, the company sees prices for its heavy oil production "in excess of $65 a barrel for the remainder of the year." The high-water mark for WTI in 2012 was $109.77 on Feb. 24 and the price has averaged $101.94 so far in 2012. The only times WTI has ever averaged more than $100 a barrel for a quarter were Q2 of 2011 ($102.34) and Q1 of 2012 ($103.03). It seems unlikely WTI will breach the three-digit threshold for the current April-to-June quarter. The last time WTI traded above $100 was May 3. On the positive side, at least for consumers, Moody's Investors Service released a report Wednesday that said it rates the risk of a sustained oil price shock to the $150 mark due to U.S./EU oil sanctions against Iranian oil exports as "low." So with prices unlikely to spike or fall below the cost of production for an extended period, maybe we're now in an "appropriate" price environment? Historically, it's seems not. There has been a rule of thumb that oil prices typically represent three to three and a half per cent of global GDP over extended time periods. According to Dwarkin, if the "three per cent solution" applied today Brent oil would be trading at $75 a barrel this year. While that oil price scenario seems unlikely, prices might be a bigger issue for the Alberta government than its oil companies. The government has promised a return to balanced budgets next year, but it's using $106.25 and $108.25 as WTI prices in its next two fiscal years. The NYMEX oil price is around $90 in that time period. One thing is certain, oil price forecasts are rarely correct. There are simply too many variables that come into play but the sky-is-the-limit pricing scenarios have become more grounded in recent weeks and governments and producers better adjust spending plans accordingly or they may be brought down to down to earth.

AFF: High oil prices bad
High Oil prices are worse for Canada’s economy- inflation
Kremmidas 11 – Chief Economist at the Canadian Chamber of Commerce (Tina, “The Impact of Oil Prices on the Canadian Economy,” June 2011, The Canadian Chamber of Commerce, http://www.chamber.ca/images/uploads/Reports/2011/1106OilPrices.pdf)#SPS 

An increase in oil prices has a direct impact on inﬂation as measured by the All-items Consumer Price Index (CPI). Consumers pay more for gasoline, heating oil and transportation services. Households and businesses may switch from oil-related energy items to natural gas, leading to an increase in its price. The extent to which rising oil prices translate into higher overall inﬂ ation depends on their persistence. Higher oil prices can lead to wage demands to offset a higher cost of living. Rising oil prices can also lead to higher inﬂ ation expectations over the longer term. If this transpires, rising energy and wage costs are more likely to be passed on, spurring price increases for a broader range of goods and services. However, “there has been little evidence of such second-round effects in Canada in the past two decades.” 
High oil prices are key to the Canadian Dollar

Kremmidas 11 – Chief Economist at the Canadian Chamber of Commerce (Tina, “The Impact of Oil Prices on the Canadian Economy,” June 2011, The Canadian Chamber of Commerce, http://www.chamber.ca/images/uploads/Reports/2011/1106OilPrices.pdf)#SPS 

Canada has become an important player in world energy markets—it is the sixth largest producer of crude oil and a net exporter of the commodity. It is not surprising there is a strong link between the appreciation of the Canadian dollar and the rise in oil prices. The persistent strength of the Canadian dollar has created headwinds for our exporters and has put downward pressure on inﬂation. It has also highlighted the need to boost the competitiveness of businesses to gain market share internationally

High oil prices tank Canada’s economy
Kremmidas 11 – Chief Economist at the Canadian Chamber of Commerce (Tina, “The Impact of Oil Prices on the Canadian Economy,” June 2011, The Canadian Chamber of Commerce, http://www.chamber.ca/images/uploads/Reports/2011/1106OilPrices.pdf)#SPS 

The degree to which higher oil prices affect trade depends on what is causing the higher oil prices in the ﬁrst place. If higher oil prices are the result of speculation or supply disruptions (caused by geopolitical unrest or natural disasters that damage infrastructure, for example), and are sustained over a longer period, global production costs rise and global economic activity slows, hurting Canada’s export-oriented resource and manufacturing industries. In particular, the International Monetary Fund (IMF) estimates that a 10 per cent increase in oil prices reduces U.S. growth by about 0.2 per cent in the ﬁrst year. This is because the U.S. is a net importer of oil. Rising oil prices in the past year could reduce U.S. real GDP growth by a half percentage point in the year ahead. As a result, the U.S. economy is projected to grow about 2.7 percent in 2011 rather than 3.2 percent. Slower growth in the U.S. may mean less demand for Canadian goods and services. 

Canada will be a loser in high oil prices

Zeihan 08 - VP of Analysis for STRATFOR (Peter, Falling Fortunes, Rising Hopes and the Price of Oil, December 15th 2008, http://www.stratfor.com/weekly/20081215_falling_fortunes_rising_hopes_and_price_oil)#SPS
At the end of the losers' list we have two states that most people would not think of: Mexico and Canada. Both have other sources of economic activity. Canada is a modern service-based economy with a heavy presence of many commodity industries, while Mexico has become a major manufacturing hub. But both are major oil exporters, and have been leading suppliers to the American economy for decades. So both are exposed, but their concerns are more about unforeseen complications rather than the "simple" quantitative impact of lower prices. Mexico has purchased derivatives contracts that, in essence, insure the price of all its oil exports for 2009. So should prices remain low, Mexico's actual income will be unchanged. We only include Mexico on the list of losers, therefore, because it's quite rare in geopolitics that such planning actually works out as planned. Hurricanes and strikes happen. (Mexico also faces the problem of insufficient funds, expertise and technology to counter rapidly declining output, something that will leave it with a lack of oil to sell in the first place -- but that is an issue more for 2012 than 2009.) As for Canada, most of the oil it produces comes from the province of Alberta, the seat of power of the ruling Conservative Party. Right now, the Canadian government is wobbling like a slowing top. Seeing the Conservatives' power base take a massive economic hit due to oil prices is not the sort of complication the government needs right now. In the longer term, Alberta recently increased taxes on oil sands projects. Oil sands extraction is among the more capital-intensive and technologically challenging sorts of oil production currently possible. Combine the tax changes with the nature of the subindustry and the recent price drops and there is likely to be precious little investment interest in oil during -- at a minimum -- 2009.

AFF: No Quebec Secession
No Quebec Secession

Hero 03.- American Review of Canadian Studies (Alfred,  Charles F. Doran. Why Canadian Unity Matters and Why Americans Care, 2003, Scholar)#SPS 

Quebec public support for a third referendum campaign has declined significantly since 1995, in part because of public weariness after two failed referenda in three decades, and also because of the mediocre performance of the Quebec economy beginning in 2000. Most Quebeckers do not currently want another referendum campaign in the near future.
AFF: Econ Defense

Canadian Oil sands face major structural challenges- infrastructure, labor, and protests
Osipovich 12 - Moscow-based writer who specializes in regional affairs (Alexander, “Energy Risk Canada: Low crude prices won’t stop oil sands development, experts say,” Energy Risk, 21 Jun 2012, http://www.risk.net/energy-risk/news/2185971/energy-risk-canada-low-crude-prices-won-t-stop-oil-sands-development-experts)#SPS 

Presenters at Energy Risk Canada conceded there are still major challenges to the development of the oil sands. One such roadblock is a lack of skilled labour and infrastructure in the remote parts of western Canada where the oil sands are located, said Warren Jestin, chief economist at Scotiabank. "One of the constraints on development of the oil sands may well be inability of the producers to get labour, the infrastructure with respect to highways, and the like," Jestin said. "So we may well find that a year from now we're not talking so much about the depressed prices effectively turning off the longer-term investments, but the fact you simply can't get the bodies and the infrastructure in place at the speed the market seems to demand." Opposition from environmentalists and indigenous groups may also block construction of the pipelines needed to get oil from landlocked Alberta to global markets, said Harrie Vredenburg, a professor at the University of Calgary's Haskayne School of Business. "All those pipelines are going to have significant problems," Vredenburg said. The lack of transport infrastructure is a major problem for Canadian oil producers. Pipeline bottlenecks currently limit how much oil can get out of western Canada, and the resulting oversupply has led Canadian heavy oil to trade at a steep discount to WTI. Energy companies have been busy drafting pipeline plans to alleviate the problem, only to be hit with repeated setbacks. Earlier this year, the administration of US President Barack Obama rejected the initial proposed route of TransCanada's Keystone XL pipeline, bowing to objections from environmentalists. TransCanada has since changed the route and resubmitted its application for Keystone XL, which would allow 830,000 barrels per day of Canadian oil to reach the US Gulf Coast. Meanwhile, two other proposed pipeline projects – Enbridge's Northern Gateway and Kinder Morgan's Trans Mountain Extension – would transport oil from Alberta to the coast of British Columbia, allowing that oil to be exported across the Pacific Ocean to energy-hungry Asia. That would be a potential game-changer for Canada, which sends the overwhelming majority of its oil exports to the US. But the British Columbia pipelines face strong resistance and could be scuttled by their opponents, Vredenburg warned. "There are major US-based foundations that are funding environmental groups in Canada, as well as aligning with First Nations in British Columbia, to stop oil pipelines," he said, using the Canadian term for indigenous tribes. "These are very sophisticated campaigns."

No risk to Canada’s oil sands
Osipovich 12 - Moscow-based writer who specializes in regional affairs (Alexander, “Energy Risk Canada: Low crude prices won’t stop oil sands development, experts say,” Energy Risk, 21 Jun 2012, http://www.risk.net/energy-risk/news/2185971/energy-risk-canada-low-crude-prices-won-t-stop-oil-sands-development-experts)#SPS 

The prospects for long-term development of the Canadian oil sands remain good, presenters at Energy Risk Canada say, dismissing concern about the recent plunge in crude oil prices Oil prices have slumped recently as the European sovereign debt crisis threatens to reduce global energy demand. That has raised some concern about the viability of developing Canada's oil sands, where petroleum is extracted with a costly mining-like process rather than conventional drilling. But experts at this week's Energy Risk Canada conference dismissed such worries, declaring themselves bullish about the longer-term prospects for development of the oil sands. "I'm favourably inclined to them. They have a very good position on the cost curve," Colin Fenton, global chief of commodities research and strategy at JP Morgan Chase, told the audience at the conference in Calgary. The price of West Texas Intermediate (WTI) crude oil futures for July delivery fell about 3% on Wednesday to close at $81.80 per barrel, the lowest level since October. That is perilously close to the point where oil sands development begins to look unprofitable – in order for a new oil sands mining project to break even, the price of WTI needs to be around $80 per barrel, according to a study published earlier this month by international energy research firm Wood Mackenzie. But technology has improved in recent years, reducing the cost of oil sands extraction. Moreover, not all oil sands projects are created equal: so-called 'in situ' projects, which extract crude bitumen from the oil sands by injecting steam into the oil reservoir, have a break-even price of $60 per barrel, Wood Mackenzie says.

**UNITED KINGDOM**

2NC Scottish Secession Impact

High Oil Prices are CRITICAL to Scotland Secession

Fleming and Robertson 12 – *Economics Editor of The Times. He originally qualified as a lawyer in the City of London in the late 1990s, before joining Bloomberg News, where he covered company news, stock markets and economics. He moved to The Daily Mail in 2006 to become Economics Correspondent and latterly Associate City Editor ** Business correspondent of The Times and covers the defence, aerospace, airlines and natural resource sectors. Previously he was a news reporter at the Sunday Times and has covered politics and crime for newspapers in New Zealand and Australia. He is the 2011 Business and Finance Journalist of the Year. (Sam and David, High oil price 'vital' for Scottish independence; Business briefing The Times (London) February 27, 2012, Lexis)#SPS 

The battle for control of the North Sea and the price of oil will be central to Scotland's ambitions for political and economic independence, leading analysts have said. As negotiations get under way between Westminster and Holyrood on the terms of a referendum to be held in 2013 or 2014, forecasters have demonstrated how crucial it will be for Scotland to gain the lion's share of North Sea revenue. The viability of an independent Scotland will also depend on oil prices remaining high in the foreseeable future. The price of Brent hit $124 (£78) a barrel last week, and if that level was maintained economists believe that Scotland could adequately support its high levels of public spending. Ray Barrell, a lecturer at Brunel University, said: "It is a perfectly viable economy as long as they don't hit a financial disaster and the price of oil doesn't collapse." Tax and licensing revenues from North Sea oil currently go to the Exchequer in London, and were worth £6.5 billion in 2009-10. Scotland claims 91 per cent of North Sea revenues, worth £5.9 billion. This would have reduced an independent Scotland's deficit to £13.9 billion, equivalent to 10.6 per cent of GDP. Michael Saunders, an economist at Citi, said that after factoring in North Sea revenue, its fiscal situation was "no worse than the rest of the UK". Control of the North Sea would, however, be a contentious issue if Scotland were to divorce from Britain. The maritime boundary is disputed by many Scots after it was changed in 1999 to favour England, while the sovereignty of the Shetland and Orkney islands would not necessarily remain with Scotland. Doug McWilliams, chief executive of the Centre for Economics and Business Research, said: "It matters for Scotland because the onshore economy is not doing great, but the offshore economy is booming." According to Mr Saunders, an independent Scotland would have an economy roughly the same size as New Zealand. On top of its energy sector, it would also be reliant on historically important export industries such as whisky, which contributed £2.7 billion in gross value added (a measure similar to GDP) to Scotland's economy. The Scottish government wants to increase exports by 50 per cent over the next five years in sectors such as food, drink, creative industries and engineering. The influence of financial services on the Scottish economy has declined since 2008, when Royal Bank of Scotland and Bank of Scotland imploded and had to be bailed out by British taxpayers. However, financial and business services still add £17 billion in GVA to the Scottish economy. A further point of contention between Holyrood and Westminster would be how to split the costs of bailing out the 

banks and how to protect them from future crises.

Scottish Secession would kill CCS in Scotland

GEOS 12 - works closely with international institutions (European Parliament, European  Commission, European Council, NATO, etc.) and  has developed a global range of services to meet their specific needs (“The impact of potential Scottish independence on energy and climate change,”  2nd April 2012, http://www.publications.parliament.uk/pa/cm201012/cmselect/cmenergy/writev/1912/sco08.htm)#SPS 

Context: The UK Government believes carbon capture and storage (CCS) "can play a crucial role" [1] in meeting the UK’s energy and climate goals. The deployment of CCS is expected to deliver security of supply in the UK energy mix by providing flexible low-carbon fossil fuel generation able to balance growing intermittent renewable capacity, and to de-carbonise CO2 producing industries – e.g. steel manufacture. The Scottish government also strongly supports the development of CCS for de-carbonisation of power generation and industry as part of climate policy [2] . There is a commitment that by 2025, CO2 should be fully captured at all existing and new coal-fuelled power plant in Scotland. However by that date, both Longannet and Cockenzie (and potentially Torness nuclear) will have closed, and new coal or more probably gas plant, will have been built "capture ready". CCS development is currently focused around the commercial scale demonstration of the technology supported by UK Government and EU funding. Six candidate projects (two in Scotland) are currently competing for the first round of the EU NER300 funding, and the UK Government (DECC) has recently announced its intention to launch a new competition for £1billion UK Government funding in April 2012. Both these processes are expected to make award decisions by the end of 2012. The timetable for the second round of EU NER300 funding has not been defined but the funding must be allocated by 2015. In addition to capital funding, commercial operation of CCS is intended to be supported through measures included in the current Electricity Market Reform package - a Contract for Difference for low carbon CCS electricity, the carbon floor price and a capacity mechanism [3] . CCS demonstration projects that secure funding and successfully proceed to construction will likely commence operation during the period 2016 – 18, potentially around the same time as the earliest forecasts for initial secession of Scotland from the UK in the event of a pro-independence vote in 2014. Possible issues in the event of Scottish independence: Possible issues influencing the role that CCS could play in achieving de-carbonisation in the event of Scottish secession from the union fall into three areas: 1) project financing, 2) emissions mitigation contribution, 3) access to storage 4) revenue collection and licensing. 1) Project financing: Project developer investment decisions in CCS demonstration project will be subject to consideration of the amount of capital funding support awarded, the certainty of return from pricing support e.g. Contracts for Difference, and the perceived risk of the project as first-of-a-kind technology. Assuming contracts for CCS demonstration funding, pricing support, and appropriate risk-sharing are legislatively in place pre-secession, Scottish and UK Government should clarify that existing arrangements will be maintained without any detriment. Any perceived risk would preclude project startup. Additional work may need to be undertaken to explore possible options for the transfer or retention of government owned project commitments and of risk portions, including the Contract for Difference level, and the unlikely, but potentially expensive, liability for CO2 leakage from storage (see below). Of greater uncertainty, regardless of the independence referendum outcome, is the financing and regulation of post demonstration CCS deployment. Assuming successful CCS demonstration, subsequent deployment will still require incentives and/or stringent legislation. Government could consider making incentives less lucrative as technology risk decreases. Alternatively, the economic and industrial development opportunity offered by CCS deployment could be encouraged through policy support. Given that the storage available offshore of Scotland considerably exceeds any Scottish domestic requirement (see below), investment could be attracted through for example favourable long-term storage liability arrangements, insurance through state-held EU emissions allowances, or tax incentives (e.g. as applied in Texas) for CO2 storage as part of enhanced oil recovery (EOR). 2) Low carbon generation capacity: In the event of Scotland’s secession the UK would have to examine the feasibility and progress towards its 2020 emissions reduction target of 34% relative to 1990. Full scale CCS power plant have the potential to deliver bulk quantities of low-carbon electricity and resulting emissions reductions – e.g. current applicants to the EU NER300 offer a total of 2.5GW of low-carbon (100-150 gCO2/kWh) electricity, compared to current 800g CO2/kWh from Longannet. As a result, in the event of Scottish secession from the UK the siting of CCS demonstration power plant will influence the domestic ability to produce Scottish, and residual UK, 2020 low-carbon generation, and meet CO2 emissions reduction targets. Import/export of low-carbon electricity between Scotland and the rest of the UK will only be enabled if interconnector cables such as the western HVDC are built. Such trading will exist amongst the rest of Europe and could enable a shortfall of low carbon electricity to be made up but requires the availability of excess low-carbon capacity. Thus electrical outflow will occur from Scotland when wind conditions are favourable, and electricity imported when not. 3) CO2 storage availability: At an estimated conservative capacity of 46Gt CO2, offshore Scotland contains around 50% the total estimated CO2 storage potential offshore in Europe, with 90% of this in saline aquifer formations [4] . Although of lesser capacity, depleted Scottish hydrocarbon fields (oil, condensate and gas) are among the best-understood and most bankable storage options available, offering very high potential for the dependable demonstration of secure CO2 storage. Additionally, offshore Scotland oilfields are a primary focus for possible storage of CO2 as part of enhanced oil recovery (EOR) operations, increasing oil yield from depleting reservoirs and generating additional revenue [5] . Undertaking CO2-EOR has not yet been established offshore, but could increase storage capacity by around five times in the individual top 20 fields, whilst simultaneously enabling an additional $300Bn of oil extraction. Scotland has considerable excess CO2 storage compared to its likely domestic need. By contrast, dependent on the outcome of testing of saline aquifer formations in the Southern North Sea, storage availability in the rest of the UK may be more limited, with a maximum of 4-10Gt [6] . It is likely that an independent Scottish government will want to enable CO2 derived from elsewhere to be stored in Scottish porespace, as a source of economic development. That could potentially produce £5Bn per year of rental income, although the actual income will be in proportion to the installation and operation of CCS in European power plant providing CO2 for export in – for example – the Netherlands, Germany and Poland. Such growth in storage demand could take place from around 2025 onwards. However, accepting external CO2 raises both international and bilateral legal issues. The 1996 Protocol to the Convention on the Prevention of Marine Pollution by Dumping of Wastes and Other Matter, 1972 (London Protocol), does not specifically include the trans-boundary shipment of CO2 for disposal (storage) under the seabed [7] . An appropriate amendment enabling trans-boundary CO2 storage was tabled in 2009, but its adoption requires a two-thirds (27 out of 40) majority of contracting parties to ratify. Ratification progress to date has been slow – of the forty contracting parties only Norway has so far completed the process, and only a handful of other governments are in process. Use of CO2 for EOR is not similarly restricted, as the CO2 in this context can be regarded as an industrial commodity not a waste. Cross-boundary transfer of CO2 is allowed for EOR purposes. By contrast, it is expected that London protocol amendment adoption would be required, to enable sources in England and Wales to utilise non-EOR storage in an independent Scotland. Trans-boundary transport and storage of CO2 from the UK to an independent Scotland would also require bilateral negotiation and agreement with regards to long term liability for the stored CO2 following completion of injection and early monitoring. Would such liability remain with the source country, or (more likely) would it be passed to the storage country? Would this be negotiated on a project-by-project basis or, more efficiently, could an overall arrangement be made applicable to all appropriate projects. Depending on the timetable of CCS demonstration and secession, liability issues for demonstration storage facilities might also need exploration. Would responsibility for UK demonstration project storage liability be passed to Scotland if the CO2 is stored at a location that becomes Scottish territory, or remain with the UK as the original contractor to the project? 4) Collection of revenues, issuing licenses: At present in the UK, revenues for offshore renewable developments are collected by the Crown Estates Commissioners, acting on behalf of the Crown. The assessment and issue of CO2 licensing, and the monitoring of performance is undertaken by DECC. Porespace rights offshore were claimed for the UK by the Energy Act of 2008; if Crown ownership is retained in a new Scotland, then the renewables rents and planning could be undertaken by the Crown Estates or could pass to Marine Scotland. Licensing could be undertaken by a new Scottish body. There would be substantial organisational, database, and training and skills issues to address to rapidly establish both bodies. Similar issues await shale gas in Scotland, and the licensing of CO2-Enhanced Oil recovery – how to give the license, monitor it, report incidents, and tax the production of additional oil securely and reliably. Conclusion: With specific regard to CCS, the possibility of secession of Scotland from the UK raises a number of issues with respect to achieving de-carbonisation and climate targets. All of these are solvable, but will need clear solutions to maintain confidence of industry developers. Further examination of the expected low carbon generation contribution from CCS, and the implications for longer term CO2 storage availability should be undertaken, and clarification and options for project financing arrangements and legal obligations explored. However, while potentially adding a degree of additional complexity to project planning, independence does not create major barriers to the deployment of CCS as a contributor to emissions reductions. Given the economic opportunity offered by exploiting Scotland’s CO2 storage assets, an independent Scotland might wish to incentivise its use and thereby accelerate CCS deployment. 

CCS triggers Earthquakes and those earthquakes destroy CO2 repositories – means aff can’t solve 

Zoback and Gorelick 5/4/12

[Mark D. Zoback Professor at the Department of Geophysics at Stanford University, and Steven M. Gorelick Professor of Environmental Earth System Sciences at Stanford University, “Earthquake triggering and large-scale geological storage of carbon dioxide” Found on the Proceedings of the National Academy of Sciences, May 4th, 2012  /SM]

Despite its enormous cost, large-scale carbon capture and storage (CCS) is considered a viable strategy for significantly reducing CO2 emissions associated with coal-based electrical power generation and other industrial sources of CO2 We argue here that there is a high probability that earthquakes will be triggered by injection of large volumes of CO2 into the brittle rocks commonly found in continental interiors. Because even small- to moderate-sized earthquakes threaten the seal integrity of CO2 repositories, in this context, large-scale CCS is a risky, and likely unsuccessful, strategy for significantly reducing greenhouse gas emissions. 

Unchecked natural disasters cause extinction 

Sid-Ahmed 5[Mohamed Sid-Ahmed, political activist, writer and journalist with Al-Ahram Weekly, January 2005 “The post-earthquake world” Al-Ahram Weekly Online http://weekly.ahram.org.eg/2005/724/op3.htm]

The contradiction between Man and Nature has reached unprecedented heights, forcing us to re-examine our understanding of the existing world system. US President George W Bush has announced the creation of an international alliance between the US, Japan, India, Australia and any other nation wishing to join that will work to help the stricken region overcome the huge problems it is facing in the wake of the tsunamis. Actually, the implications of the disaster are not only regional but global, not to say cosmic. Is it possible to mobilise all the inhabitants of our planet to the extent and at the speed necessary to avert similar disasters in future? How to engender the required state of emergency, that is, a different type of inter-human relations which rise to the level of the challenge before contradictions between the various sections of the world community make that collective effort unrealisable? The human species has never been exposed to a natural upheaval of this magnitud3e within living memory. What happened in South Asia is the ecological equivalent of 9/11. Ecological problems like global warming and climatic disturbances in general threaten to make our natural habitat unfit for human life. The extinction of the species has become a very real possibility, whether by our own hand or as a result of natural disasters of a much greater magnitude than the Indian Ocean earthquake and the killer waves it spawned. Human civilisation has developed in the hope that Man will be able to reach welfare and prosperity on earth for everybody. But now things seem to be moving in the opposite direction, exposing planet Earth to the end of its role as a nurturing place for human life. Today, human conflicts have become less of a threat than the confrontation between Man and Nature. At least they are less likely to bring about the end of the human species. The reactions of Nature as a result of its exposure to the onslaughts of human societies have become more important in determining the fate of the human species than any harm it can inflict on itself. 

High Prices are key to Scottish Seccession
Decline in oil income will impair Scottish nationalism- prevents secession

Ottens 12  - Staff Writer for the Atlantic Sentinal (Nick, Scotland Can Have Referendum on Independence, January 10, 2012)#SPS 

David Cameron’s government will give the Scottish parliament eighteen months to hold a referendum on independence. A spokesman for the prime minister said on Monday that uncertainty about the future of the union between England and Scotland “can have a detrimental impact on the economy.” The possibility of Scotland seceding from England, Northern Ireland and Wales has loomed since Britain’s chief civil servant warned of a breakup of the union in December. Cameron’s Liberal Democrat coalition partners and the Labour opposition have both been critical of him “seeking to interfere” in Scotland’s independence struggle by imposing conditions on a referendum. Deputy Prime Minister Nick Clegg has insisted that there will be no fixed, eighteen month deadline while Labour expressed dismay that the government had failed to brief its leader Ed Miliband whose party is the largest in favor of union in Scotland. The Conservatives are the third party in Edinburgh. The Scottish National Party commands an absolute majority in the regional parliament. Under the 1998 Scotland Act, the parliament in Westminster “reserved” the power to decide over the constitutional future of Scotland. The government plans to temporarily delegate that authority to Edinburgh. Even if it doesn’t set an eighteen month deadline, ministers will make clear that they would like the poll to happen by 2013 and expect a “yes” or “no” answer, not allow a third option which would enable increased Scottish autonomy short of full independence. A referendum will not be legally binding but is supported by more than 70 percent of the Scottish people, including voters who oppose independence. According to a number of recent opinion polls, roughly 40 percent of Scots favor secession. Opponents of independence, who probably represent the majority of Scots, argue that the region is economically stronger as part of the United Kingdom and exerts more influence internationally now than it could separately. After the Greater London area and Southeast England, Scotland enjoys the highest gross domestic product per capita rate in the United Kingdom. Its relatively high levels of public spending may be difficult to sustain without subsidies from London in the long term. Scottish nationalists argue that North Sea oil revenue would make up for the shortfall—and it could—but eventually, once oil incomes decline, spending must be restrained or tax rates increased to finance Scotland’s welfare state which is more generous than the rest of Britain’s. 

Scottish Secession Good—War

Scottish independence puts a check on Anglo-American aggression

DAVIDSON 2012 (Neil, “The politics of the Scottish independence referendum,” International Socialism, March 27, http://www.isj.org.uk/index.php4?id=795&issue=134)

Britain is an imperial state at war. A referendum called while the occupation of Afghanistan is still ongoing, with the Iraqi and Libyan interventions a recent memory, would be inseparable from the arguments against these wars and the British state’s subordinate alliance with the American empire. Scottish secession would at the very least make it more difficult for Britain to play this role, if only by reducing its practical importance for the US. Britain has always been an imperialist state, but socialists have not always have called for support for independence and in other situations they were correct to oppose it, for example in the early 1920s. But devolution has changed the context in which we operate. The British state has already begun to fragment and so to call for its further fragmentation on an anti-war basis, in a situation where a majority opposed the wars in Iraq and Afghanistan, means that independence can be supported as a means to an anti-imperialist end, rather than as the political logic of Scottish nationalism.

Scottish Secession Good—US Investment

Scotland Secession is good for businesses

Grover 12 – Staff writer for the chicagotribune (Ronald, INTERVIEW-Business will benefit from Scottish independence-Salmond, Reuters, www.chicagotribune.com/sns-rt-britain-scotlandsalmond-interviewl1e8hh2j2-20120617,0,7030696.story, June 17, 2012)#SPS

LOS ANGELES, June 17 (Reuters) - U.S. companies looking to move operations to Scotland would see a reduction in taxes if Scots approve a referendum, now scheduled for autumn 2014, to secure independence from Britain, Scotland's First Minister Alex Salmond said on Sunday. An independent Scotland would reduced the current 23 percent U.K. corporate tax to 20 percent, Salmond, the leader of the pro-independence Scottish National Party (SNP), said in an interview in Los Angeles, where he is set to start a four-day trade mission aimed at luring California companies. The country, which Salmond said would gain a large share of the rich North Sea oil revenues after a split, already offers tax relief of as much as 100 percent to small businesses to encourage investment. "We will gain more in investment and employment than we'd lose in tax receipts," said Salmond, a former economist with the Royal Bank of Scotland. "We're much more sympathetic to business than Westminster." The SNP, the devolved government's ruling party, wants to hold the referendum on ending a 300-year union with England i n the autumn of 2014. But Britain's Conservative Party-led coalition government has pushed for an earlier vote, warning that any prolonged uncertainty would deter investors and harm the economy. 

Scottish Secession Good—European Integration

Scottish secession is modeled throughout Europe—this creates a better model for continent-wide integration

MARTIRE 2012 (Federico, “Relaunching a Europe of the Regions?,” Feb 9, http://www.thebeginner.eu/europe/733-relaunching-a-europe-of-the-regions)

Despite all of the referenda in the UK, however, they are constitutionally only consultative due to the primacy of the parliament. Yet the possibility of the full independence of Scotland is not illusionary. The UK government could not ignore a strong 'yes' from the Scottish voters and the European Union might have to start working toward the inclusion of an additional member to accommodate Salmond's support for independence in the EU and, potentially, NATO. The secession of Scotland may even produce a domino effect on other European countries, notably Spain.

The Iberian country has at least three minority nations – Catalonia, the Basque Country (Euskadi) and Galicia – two of which (Catalonia and Euskadi) express constant requests for higher autonomy and, potentially, independence. The claim for popular consultations on sovereignty in Catalonia and the Basque Country were raised after the referenda on the independence of Montenegro and Kosovo, the latter still not recognised by the Spanish government. In Catalonia, a local independence platform has even organised non-binding unofficial referenda in 2009 and 2010, recording a surprising turnout of about 30% of those eligible to vote.

The news coming from Edinburgh has heartened the Catalonian and Basque separatists, raising concern in Madrid. Sources from the Spanish capital indicate Spain may block the accession of Scotland to the EU in much the same style it rejected the recognition of the independent status of Kosovo. Nonetheless, the Catalan Prime Minister Artur Mas has already drawn a parallel between Scotland and Catalonia, taking advantage of the situation to ask for more fiscal autonomy from Madrid. The most extremist separatists immediately called for a popular consultation on the model of Scotland's.

The outcome of the Scottish referendum on independence could produce effects far beyond the frontiers of the UK, potentially opening the door to a new phase of regional politics in the European Union.  A Europe of the regions inspired by the model suggested by Guy Héraud is pure utopia, but the Scottish events might provoke a resurgence of the debate on the minority nations, possibly one that would avoid partisan demagogy and establishing the basis for the construction of a new model of European integration. The European Union's institutions should thus pay more attention to the evolution of theses political processes all over the continent. Until now, the European regional policy has been limited to the distribution of funding to enhance economic growth in European regions, without taking adequate consideration of the potential role of sub-state entities in the political construction of the EU. Scotland's referendum is showing, however, that it may be time to give more thought to the national minorities.

A2: Investment Uncertainty

Scottish secession won’t undermine investment

HUFF POST UK 2011 (“Scottish 'Secession' Would Cause Investment 'Uncertainty'” Dec 9, http://www.huffingtonpost.co.uk/2011/12/07/scottish-secession-uncertainty_n_1133634.html)

Mr Brodie continued: "It (the report) also has been shot down by the investments in Scotland so far by very large companies, and also by luminaries such as Peter Jones. In The Times (newspaper), he said these simplistic assumptions devalue the Citigroup analyses of the future, something about which I agree.

"Peter Jones said the key factor is that in the event that Scotland becomes independent, the Government of the rest of the UK, meaning England and Wales, will still have to meet its EU carbon emissions reductions target, and that looks to be impossible, impossible, without electricity companies south of the border buying green energy from Scotland.

"How do you equate that with your statement that it creates uncertainty?"

A2: Deterrence/NATO

Scotland will join NATO—solves British nuclear deterrence

GSN 4-16-2012 (“Scottish National Party Said Rethinking Position on NATO Membership,” http://www.nti.org/gsn/article/ruling-scottish-party-faces-choice-nato-nuclear-umbrella-experts-say/)

Scotland's governing political party is said to be reconsidering its position on NATO membership should the nation choose to secede from the United Kingdom, the London Telegraph reported on Monday (see GSN, April 9).

Choosing to stay within the military alliance would mean forgoing plans to force the British nuclear deterrent out of an independent Scotland, according to issue specialists.

The Scottish parliament is presently led by the fiercely anti-nuclear Scottish National Party, which is pushing for a vote on full independence. In order to promote support for the move among Scottish voters, the ruling party is presently weighing whether to reverse is longtime objection to NATO membership, according to well-placed insiders.

The SNP national council is slated to convene in June in Perth to decide whether the party should support an independent Scotland's participation in the Western military bloc, anonymous sources said. Party leaders are rumored to believe they can secure the reversal on NATO, according to the report.

Party chiefs are anticipated to argue that accession to NATO would not contradict the SNP call for expelling ballistic missile submarines and nuclear warheads currently based in Scotland.

However, former NATO Secretary General George Robertson in an interview with the Telegraph said all alliance members must formally agree to the Strategic Concept, which "commits NATO to the goal of creating the conditions for a world without nuclear weapons -- but reconfirms that, as long as there are nuclear weapons in the world, NATO will remain a nuclear alliance."

The document, updated in 2010, spells out that the "supreme guarantee" of members' defense is the strategic arsenals of France, the United Kingdom and the United States.

"If you are going to be in NATO, you have to accept all the obligations of membership and the Strategic Concept behind it," said Robertson, who led the alliance from 1999 to 2004. "NATO membership is important, not just for Scotland and the U.K.'s defenses, but also for our significant manufacturing industries."

Nuclear weapons would remain in Scotland

GSN 2012 (Global Security Newswire, U.K. Could Maintain Control of Nuke Sub Site in Independent Scotland: Minister, June 14, http://www.nti.org/gsn/article/uk-may-maintain-control-nuke-sub-site-independent-scotland-minister/)

The British government could maintain control of a ballistic missile submarine installation in Scotland in the event the territory votes to secede from the United Kingdom, Armed Forces Minister Nick Harvey said on Wednesday (see GSN, April 17).

Scotland's governing Scottish National Party has pushed for a referendum on secession as early 2014. The party hopes an independent nation would evict  the Trident ballistic missiles and nuclear warheads stored at the Coulport depot and the four Vanguard-class submarines based nearby at Faslane.

London opposes removal of its nuclear arms assets from Scotland. Harvey told lawmakers that should secession occur, the Faslane submarine facility could still stay British territory in a manner similar to the U.S. military base at Guantanamo  Bay in Cuba, the Scotsman reported.

Scottish Secession Bad—Deterrence
Scottish secession destroys the UK nuclear deterrent

V.0.A. 2012 (Voice of Russia, “Scotland’s secession could 'disarm' UK,” Jan 31, http://english.ruvr.ru/2012/01/31/65045656.html)

However, if Scotland secedes, the UK could be left without nuclear weapons at all, as at present, all its nuclear weapons are stored at two naval bases, Coulport and Faslane, which are both situated in Scotland.

An article recently published in the UK newspaper The Guardian says, with reference to a report produced by the Campaign for Nuclear Disarmament, that these two bases are the only bases on the UK’s entire territory that are sufficiently suitable for storing nuclear weapons. Back in 1963, the UK Defence Ministry came to the conclusion that the sites in Devonport, Barrow, Portland, Falmouth and Milford Haven could not present viable alternatives as nuclear storage facilities.

Scottish Secession is bad- undermines British nuclear deterrent
Lynch 11 – Editor for the Royal United Services Institute (Mark, The Security Implications of Scottish independence, 10/06/2011, http://www.rusi.org/analysis/commentary/*/ref:C4DF0A2F39DAA2/)#SPS 
The Scottish National Party's (SNP) landslide victory in the recent Scottish Parliament elections has opened the door for a referendum on Scottish independence in the latter half of the SNP's term in governance. While polling continues to show little support for Scottish independence amongst the Scottish electorate, a yes vote is not inconceivable given the SNP's ability to set the referendum date and tap into the deep rooted mistrust that has exists amongst the Scottish electorate for the Conservative party. [1] However, while there has been substantial analysis on the economic and social implications of Scottish independence, very little thought has been given to the effect the decision might have on British and European security. By omitting an analysis of the security implications of Scottish independence, the British military establishment may be caught cold by the developments that stem from Scotland's decision. Integral to this debate is how an emerging Scotland would seek to account for its national security. The SNP have developed tentative plans to share armed forces and foreign policy with the UK in what critics have called 'independence lite', however, that would appear to be largely unworkable. The SNP have been at odds with the UK government on a number of key foreign policy issues including military involvement in both Iraq and Kosovo, making future military cooperation difficult. [2] Indeed, Sir Mike Jackson questioned the utility of this scheme suggesting it would create divided loyalties for Scottish soldiers that would be unsustainable in the future. [3] This division would curtail the ability of a united force to take proactive security steps and would slow down military response immeasurably owing to the fact that intervention would have to be verified in two independent parliaments before a joint force could be deployed. Similarly, British military officials would have to make a number of alternative plans for deployment given the uncertainty of Scottish involvement complicating military planning immeasurably. Therefore it is far more likely that Scotland will engage in a security model similar to Ireland whereby it controls its own security apparatus with minimal military engagement outside of UN peacekeeping operations. [4] This would mean that the UK would have to reorientate its security nexus focusing on increasing troop numbers in England and Wales and expanding RAF bases in these regions to offset the loss of strategic depth that Scotland provides. While the Ministry of Defence does not list the number of recruits for each constituent region of the United Kingdom it does recognised the strategic importance of Scotland for soldiers, training and bases that would be extremely difficult to replace. [5] While there is likely to be an option for Scottish soldiers to join the British Army in a similar vein to citizens in the Republic of Ireland it is unlikely that this will offset the large numbers lost from the Scottish regiments. Indeed, while there has been a rise in the number of recruits from the Republic of Ireland only 85 people joined from 2009-2010 compared to only 10 between 2007-2008. [6] While Scotland does not share the troubled history between Ireland and the UK, and thus Scots will be more willing to join the British forces, it is unlikely that this scheme will significantly account for the loss of Scottish regiments. Given the economic difficulties that the UK finds itself it may be seen as advantageous to let Scotland leave the Union as the UK could redirect the extra money given to Scotland through the Barnett Formula to bolster the military. However this masks the huge costs involved in reorientating the military in the UK. While Alex Salmond has said he is willing as an ally to allow the UK to use military bases in Scotland it would be difficult to avoid moving a number of key services south of the border. This involves huge costs such as expanding recruitment, developing and expanding military bases and finding remote areas (comparable to the Scottish Highlands) to do training exercises. Moreover, while the UK government may be able to compensate for the reduced number of troops or RAF bases, there are a number of considerations that are vital to address in order to comprehend the full impact of Scottish independence on British security. Ambiguity over British Nuclear Deterrent The most pressing concern for British security interests is the implications of Scottish independence for Britain's nuclear deterrent. Given that the UK's entire nuclear arsenal is located in Faslane and Coulport in Western Scotland, the Scottish government's decisions will play an immense role in Britain's nuclear policy. The SNP have been emphatic in their opposition to nuclear weapons being based in Scotland and they would seek to remove them after independence. As the SNP manifesto suggests 'Our opposition to the Trident nuclear missile system and its planned replacement remains firm- there is no place for these weapons in Scotland'. [7] This creates a number of headaches for British security officials. The break up of nuclear states has happened in the past. Most notably the Ukrainian government handed over its nuclear arsenal to Russia in the aftermath of the collapse of the USSR. However, the stakes are far higher in the case of Scottish independence. Russia was not 100 per cent reliant on the Ukraine for its nuclear protection whereas the UK's nuclear weaponry is based entirely in Scotland. As Professor William Walker suggests 'the disarmament of Scotland would be tantamount to disarmament by the United Kingdom if Trident could not be relocated'. [8] While it is highly unlikely that Scotland will destroy the nuclear arsenal rather than handing it back to the UK, it does put the UK in a difficult position with regards to its loss of control over its own nuclear security. Similarly relocation creates a number of challenges that are not easily resolvable. The site at Faslane is a deep water estuary that provides quick access to the Atlantic Ocean giving it key strategic importance that is very difficult to find in the rest of the UK. Alongside the natural advantages, the Faslane site has developed over time into a detailed network of support for the nuclear submarine system that would be difficult to replicate. As Professor Hew Strachan suggests 'Whitehall would be deeply alarmed by that prospect [of nuclear relocation] because there is no immediate place to take the deterrent to'. [9] However a few alternatives sites remain, namely Devonport and Milford Haven, although it would be a logistical nightmare to move to these sites. In Devonport space is at a premium thus it would be extremely difficult to accommodate the submarine fleet and its support network. [10] Alternatively, moving to Milford Haven would be challenging as it would be politically sensitive to move the nuclear site to Wales in the aftermath of Scottish Independence and maintain popular support for this move. The only alternative to this would be to redesign the UK nuclear warheads from submarine fleets towards air attack. However, not only would this be extremely expensive but it may cause the UK a number of difficulties with its obligations to the Non-Proliferation Treaty as this would essentially constitute a new nuclear arsenal rather than a renewal of existing supplies. Thus Scottish independence could have an immeasurable impact on the UK's ability to provide the ultimate deterrent. 

Scottish secession undermines British deterrence
Walker and May 12 – Staff Writers for BBC News (Carole and Callum, Scottish independence: What happens to UK defence?

19 January 2012, BBC News, http://www.bbc.co.uk/news/uk-politics-16634194)#SPS 

The timing and arrangements for a referendum on Scottish independence are yet to be settled. But the debate about what it would mean for Scotland and the rest of the UK is well under way. The number of troops and Ministry of Defence staff based in Scotland is due to rise to 20,000 over the next eight years, with many of the soldiers returning from the British base in Germany due to move north of the border. But the Scottish National Party says an independent government in Edinburgh would want its own Scottish Defence Force. The SNP's Westminster leader and defence spokesman, Angus Robertson, said an independent government would start by taking the Royal Regiment of Scotland, the Royal Scots Dragoon Guards and the Scots Guards, and then begin discussions about other capabilities. "Normal countries decide whether they send their young men and women to war or not. Scottish recruited units will come under the aegis of Scottish Defence Forces," he said. But that idea was flatly rejected by Defence Secretary Philip Hammond, who said: "The UK armed forces are a highly integrated and very sophisticated fighting force. "The idea that you could break off a little bit like a square on a chocolate bar - and that would be the bit that went north of the border - is frankly laughable." Nuclear question Faslane, on the River Clyde, was chosen as the home of the UK's nuclear submarines in 1963. While the MoD says it provides 6,500 jobs and supports 3,500 more in the local economy, it has always been controversial. Anti-nuclear protests have taken place there ever since and the SNP says a majority of Scotland's MPs and MSPs oppose the nuclear facilities there. If Scotland were to become independent, the party proposes turning it into a headquarters for Scotland's conventional naval force. Admiral Lord West, the former head of the Royal Navy, said it would be extremely difficult to move the nuclear warheads and the explosives handling jetty at nearby Coulport. "It's the largest floating structure in Europe - a huge concrete shed that floats," he said. "Moving that would be a huge, huge, complex operation." Finding an alternative, secure deep-water site with access to the Atlantic at which to locate the UK nuclear arsenal would not be easy and could provoke a whole new controversy. Philip Hammond said moving such a highly-specialised facility could take a decade. "Obviously the cost of doing that would have to be taken into account in any sort of reckoning-up on Scottish independence if that is the way it goes," he said. But asked if the SNP was prepared to pay if it formed a government in Edinburgh, Angus Robertson replied: "Why should we? 'Co-operation' "If London really cared so much about nuclear weapons systems perhaps they would have considered the public opinion of people in Scotland decades ago. "They might find it difficult to find locations in England, but perhaps they should have thought about that before foisting it on people in Scotland who never wanted it in the first place." The Ministry of Defence is working out the details of a huge rebasing exercise involving the return of thousands of troops from Germany, cuts to all three services and the establishment of five new multi-role brigades - one of which would be in Scotland under current plans. The SNP has said an independent Scotland would happily co-operate with the rest of the UK, with members of each others' armed forces sharing bases and training facilities. And the former head of the Army, General Sir Mike Jackson, said Scottish soldiers who wanted to remain in the UK forces could do so, like many other Commonwealth troops. But he warned: "There are some very complex issues here, not only in terms of military capability, but issues which affect individual soldiers, sailors and airmen." 

British nuclear deterrence is critical to prevent major war
REYNOLDS 1998 (Guy, Lt. Commander in the U.S. Navy, Naval Postgraduate School, “The Nuclear-Armed Tomahawk Cruise Missile: Its Potential Utility on United States and United Kingdom Attack Submarines,” December, http://edocs.nps.edu/npspubs/scholarly/theses/1998/Dec/98Dec_Reynolds.pdf)
Why has Britain retained a nuclear weapon capability?  Michael Quinlan postulates two reasons why Britain will maintain a nuclear force.  First, the Trident program is virtually complete.  The large “up front” costs cannot be recovered and the sustaining costs, about one-percent of the defense budget, are relatively small.  Second, nuclear weapons still provide Britain with some assurance that a major war will be deterred and they keep Britain involved in international security negotiations.  Quinlan postulates that the second reason is the true utility of nuclear weapons for the British.  Until a substitute for the security insurance nuclear weapons provide is developed, they will remain an integral part of British diplomacy and policy making.

Scottish Secession Bad—UK Econ

Scottish secession undermines UK investment and alternative energy

HUFF POST UK 2011 (“Scottish 'Secession' Would Cause Investment 'Uncertainty'” Dec 9, http://www.huffingtonpost.co.uk/2011/12/07/scottish-secession-uncertainty_n_1133634.html)
It is "preposterous" to believe that a referendum on secession will not create uncertainty for investors, a top market analyst has said.

Peter Atherton, managing director of researchers and analysts Citigroup, gave evidence to Holyrood's Economy, Energy and Tourism Committee.

Citigroup sparked intense political debate with a report last month on the uncertainty that the independence referendum could create for potential investors in renewable energy.

The report has already been raised in Parliament as an argument against independence by SNP opponents, and Mr Atherton was asked to explain this uncertainty by SNP MSP Chic Brodie.

He said: "Your report quite clearly said an independent Scotland will create uncertainty which threatens renewables investment. It's hardly a positive view, in terms of you saying that you don't know what's going to happen thereafter."

Mr Atherton said: "The idea that you can have referendum on secession and not believe that it creates some uncertainty for investors in certain sectors, like utilities which is a regulated energy sector, is preposterous."

Scottish Secession Bad—Trident

Scottish secession disrupts British deterrence and the US Trident modernization program

GSN 2012 (Global Security Newswire, “Scottish Independence May Impact U.S. Trident Missile Program,” April 3, http://www.nti.org/gsn/article/scottish-independence-may-have-serious-repercussions-us-trident-missile-program/)
The U.S. Trident ballistic missile program could be seriously impacted if Scotland chooses to evict British nuclear-armed submarines from its territory following a vote in favor of secession from the United Kingdom, an international relations expert was expected to argue on Tuesday in Washington (see GSN, March 12).
The governing Scottish National Party has called for a vote on independence from the United Kingdom as soon as 2014. It hopes to then order London to remove the Trident submarine-launched missiles and nuclear warheads stored at the Coulport weapons depot and the four ballistic missile submarines home ported at the nearby Faslane naval base. Such a move would be likely to have serious implications for British strategic deterrent as there are no other readily available sites in the country where the nuclear weapons could be relocated, the Scotsman reported.
"In the absence of a suitable option for rebasing the submarines in England or Wales, the United Kingdom's Royal Navy must consider a range of alternatives -- including disarmament," the Carnegie Endowment for International Peace said in advertising the Tuesday seminar in Washington with St. Andrews University professor William Walker.

Additionally, as the United Kingdom and the United States are assumed to have long collaborated on developing and maintaining Trident weapons, plans to modernize the nuclear-ready ballistic missile could be seriously impacted if London ceases to be a user of the U.S.-manufactured technology (see GSN, April 4, 2011).
"I think that the Americans are only just waking up to what Scottish independence might mean for the future of the U.K.'s nuclear deterrent," Walker said.
"They need to know what the future of Trident is in the U.K., not just for defense reasons, but also because the two countries are working together on replacing Trident, and obviously, if the U.K. is no longer part of that it will have implications for the project," he continued.

Even delaying Trident modernization undermines US deterrence

JONES 2010 (Chris, Center for Strategic International Studies, “The SDSR’s Trident Decision: Clever Accounting or Playing with Fire?” Oct 22, http://csis.org/blog/sdsr%E2%80%99s-trident-decision-clever-accounting-or-playing-fire)
Big week in the United Kingdom, to say the least. In addition to cutting 500,000 public sector jobs, the U.K. rolled out a new National Security Strategy and the Strategic Defence and Security Review (SDSR). While there were some major cuts in the 8% taken from the defense budget, the SDSR had a very short 3 pages section on the British deterrent. After setting the context, it announced a negative security assurance very similar to the NPR (which makes one wonder if something similar also might show up in the NATO Strategic Concept?). It also announced warhead cuts that will occur. But the 130 million pound question remains largely unanswered: what about Trident modernization?  In the press, it was portrayed as delaying a decision until 2016. Presumably, this allows the coalition government to defer much of the cost of modernizing the Trident during the darkest days of the budget cuts and largely sidesteps the related political battles for the time being. While it is true that the SDSR punts a lot of the major acquisition decisions about Trident until after the next election, this should not be viewed as Britain delaying the decision in hopes they can scrap a nuclear submarine altogether 5 years from now. For example, Kate Hudson said:
Pushing this decision back to after the next election will hopefully allow politicians to catch up with what the majority of the public and a growing number of military voices acknowledge - that nuclear weapons are a costly irrelevance to the threats Britain faces.
The SDSR, however, is very up front that:
The Government will maintain a continuous submarine-based deterrent and begin the work of replacing its existing submarines. We will therefore proceed with the renewal of Trident and the submarine replacement programme, incorporating the savings and changes set out below. The first investment decision (Initial Gate) will be approved, and the next phase of the project commenced, by the end of this year.
While the “Main Gate” decision in 2016 will resuscitate the divisive debate about some of the Trident modernization specifics, such as 3 boats versus 4 boats, this seems much more like a how and when question as opposed to an if question. With that in mind, what does the British Trident decision mean for U.S. submarine modernization efforts? According to Joe Cirincione, we should take a cue from the British and delay decisions on our submarines:
But will we need hundreds of sub-based nuclear missiles in 2040? If we need fewer, do we need to design a new sub? If we do, can't we find a design that costs less than $7 billion each?

Gates would do well to learn from the British budget disaster: Delay a decision on a new U.S. nuclear sub until we know if this sub is really necessary. Preserve the weapons we truly need by letting go of the weapons we don't.
Delaying such a decision, however, would be imprudent for two reasons. First, building a new class of submarines is not an easy endeavor. Kevin Kallmyer broke down the dates a few weeks back on the blog. The first Ohio-class SSBN is due for retirement in 2027. To deal with this, the Navy has proposed procuring the first SSBN(X), the new nuclear submarine, in 2019. The initial technology development, however, is already underway to make sure the Navy can meet the 2027 deadline. The 2010 NPR explains why time is of the essence:
By 2020, Ohio-class submarines will have been in service longer than any previous submarines. Therefore as a prudent hedge, the Navy will retain all 14 SSBNs for the near-term. Depending on future force structure assessments, and on how remaining SSBNs age in the coming years, the United States will consider reducing from 14 to 12 Ohio-class submarines in the second half of this decade. This decision will not affect the number of deployed nuclear warheads on SSBNs. To maintain an at-sea presence for the long-term, the United States must continue development of a follow-on to the Ohio-class submarine. The first Ohio-class submarine retirement is planned for 2027. Since the lead times associated with designing, building, testing, and deploying new submarines are particularly long, the Secretary of Defense has directed the Navy to begin technology development of an SSBN replacement. [Emphasis mine]
The longer you delay a decision on a new nuclear submarine, the larger the chances you run into serious problems transitioning from the old subs to the new subs. Delays, which are known to happen occasionally in DoD procurement, loss of intellectual capital and production capacity, and shipbuilding inflation outpacing general inflation (which the CBO found likely in May) are just a few obstacles that become significantly more worrisome the longer submarine decisions are delayed. In Britain’s case, Shadow Defense Minister Kevan Jones argued:
Delaying Trident raises significant issues about whether you will have to take out nuclear capability before its replacement is in place . . . This is playing fast and loose with the nuclear deterrent in a way that is reckless
The same very well could be true of a U.S. decision to defer on new submarines. Delaying vital military upgrades in the hopes that they can fade into obsolescence is a very dangerous gamble. By waiting to decide in hopes the U.S. might need fewer to no new nuclear submarines, the United States runs a huge risk that they will actually need them but lack the adequate time to produce them.
The second flaw with the argument that delaying submarine decisions could buy time to determine whether they are truly needed is the timeframes involved. In the case of a large procurement program like nuclear submarines, the United States needs to decide what sort of force structure it needs in 2040 sometime this decade, probably on the very early end. It is unlikely that the United States could reasonably conclude this decade that it can confidentially predict that a security environment in 2040 will no longer require a significant nuclear submarine force. Despite some small progress by the administration to move toward a world without nuclear weapons, there are a lot of worrying issues that very easily could make a 2040 world much less stable than a 2010 world. Even if a 2040 security environment did not require nearly the same demand for need for nuclear submarines and SLBM’s, which is a pretty optimistic hypothetical given the probable pace and likelihood of future nuclear reductions, there is no way the United States could make that call in good faith sometime this decade.  Given the downward pressures the defense budget will face over the next decade, there are tough force structure questions that need to be asked but in the case of the SSBN(X), a delay of a few years won't change the security environment much but it will significantly compound the difficulties of brining a new fleet online in time.
U.S. nuclear deterrence prevents proliferation, nuclear war, and worldwide aggression

CARAFANO, PHILLIPS, AND HULSMAN 2005 (James Phillips is Research Fellow in Middle East­ern Studies, John C. Hulsman, Ph.D., is Senior Research Fellow in European Affairs, James Jay Carafano, Ph.D., is Senior Research Fellow for National Security and Homeland Security, Heritage Foundation, “Countering Iran’s Nuclear Challenge,” Dec 14, http://www.heritage.org/Research/Iran/bg1903.cfm)

Nuclear Deterrent.America’s nuclear forces are in danger of atrophying. The U.S. missile force and warhead inventory is aging. The United States should be developing next-generation nuclear weapons. The American nuclear deterrent has been an effective guarantor against nuclear conflict for more than half a century, and U.S. nuclear power has helped to dissuade other nations from acquir­ing these weapons. Failing to retain an effective and dependable nuclear deterrent will simply invite aggression, not only against United States, but against other free nations as well.
Scottish Secession Bad—European War

Scottish secession would cause conflicts in Europe

LYNCH 2011 (Mark, Royal United Services Institute, “The Security Implications of Scottish independence,” http://www.rusi.org/analysis/commentary/National/ref:C4DF0A2F39DAA2/)
Finally, the effect of Scottish independence on nationalism in the rest of the UK is another key issue that could greatly affect the UK's security. The separation of Scotland from the rest of the United Kingdom is likely to add greater impetus for other nationalist movements in the UK to seek recognition. Most pertinent to the security of the UK is the effect a renewed nationalist spirit would have on the peace process in Northern Ireland. Indeed, Gerry Adams suggested that an independent Scotland would cause 'seismic shifts' for the future of the UK creating lasting concerns about the stability of the region. [11]
The increasingly violent actions of dissident republican groups in Northern Ireland would be in danger of increasing exponentially in the face of an apparently weakened UK. Indeed, the initial tactics of the Provisional IRA were to make Northern Ireland ungovernable both militarily and economically a tactic that is mirrored by republican dissidents. [12] Given the economic and military costs of Scotland's secession, it is extremely likely that the dissident republican groups would seek to expand their operations at the UK's moment of weakness. Renewed violence in Northern Ireland would challenge the ability of the British military and security services to adjust to the new political situation and, importantly, challenge public perception in England and Wales as to the utility of continuing to maintain Northern Ireland as part of the United Kingdom. Moreover Scotland leaving the Union would also give political credence to Plaid Cymru and Sinn Fein who would argue that the constitutional viability of the UK has been challenged given that the United Kingdom was largely formed by a union between Scotland and England that is now defunct. Thus Scotland's independence would not be the end of the constitutional debate but may cause increased security concerns in Northern Ireland and greater political aspirations in Cardiff.
This also has important implications for European states and governments in France, Spain and across Europe are watching the Scottish situation extremely closely. [13] The democratic secession of Scotland from the United Kingdom could spark a revitalisation of Catalonian, Basque, Corsican nationalism and renewed calls for independence in unstable regions such as Kosovo and Republika Srpska. In fact, it is widely noted that nationalist groups learn from each others success, an excellent example of this is Bastuna's insistence that ETA refrain for violence in order to allow them to expand politically in a similar vein to Sinn Fein since the Good Friday Agreement. [14] Thus Scotland's independence could spark a renewed drive for independence from a number of nationalist groups creating wide ranging security problems across the European continent.

Nuke war

DUFFIELD 1994 (John Duffield, Assistant Professor of Government and Foreign Affairs at the University of Virginia, POLITICAL SCIENCE QUARTERLY 109, 1994, p. 766-7)
Initial analyses of NATO's future prospects overlooked at least three important factors that have helped to ensure the alliance's enduring relevance. First, they underestimated the extent to which external threats sufficient to help justify the preservation of the alliance would continue to exist. In fact, NATO still serves to secure its members against a number of actual or potential dangers emanating from outside their territory. These include not only the residual threat posed by Russian military power, but also the relatively new concerns raised by conflicts in neighboring regions. Second, the pessimists failed to consider NATO's capacity for institutional adaptation. Since the end of the cold war, the alliance has begun to develop two important new functions. NATO is increasingly seen as having a significant role to play in containing and controlling militarized conflicts in Central and Eastern Europe. And, at a deeper level, it works to prevent such conflicts from arising at all by actively promoting stability within the former Soviet bloc. Above all, NATO pessimists overlooked the valuable intra-alliance functions that the alliance has always performed and that remain relevant after the cold war. Most importantly, NATO has helped stabilize Western Europe, whose states had often been bitter rivals in the past. By damping the security dilemma and providing an institutional mechanism for the development of common security policies, NATO has contributed to making the use of force in relations among the countries of the region virtually inconceivable. In all these ways, NATO clearly serves the interests of its European members. But even the United States has a significant stake in preserving a peaceful and prosperous Europe. In addition to strong transatlantic historical and cultural ties, American economic interests in Europe— as a leading market for U.S. products, as a source of valuable imports, and as the host for considerable direct foreign investment by American companies — remain substantial. If history is any guide, moreover, the United States could easily be drawn into a future major war in Europe, the consequences of which would likely be even more devastating than those of the past, given the existence of nuclear weapons.

Scotland Modeled
Scottish secession would be modeled throughout Europe

NIMMO 2012 (Kurt, “Globalist Control Freaks Worried About European Secessionist Movements,” June 19, http://www.infowars.com/globalist-control-freaks-worried-about-european-secessionist-movements/)
Business Insider posted an article the other day breaking down the various secessionist movements in the United Kingdom and Europe. If Scotland manages to get out of the United Kingdom, it will serve as an example for potential breakaways in Spain, Belgium, Serbia and even France, according to the website.

Sovereign and political independence represents a big problem for the EU centralization scheme and the bureaucrats are freaking out. If Scotland is allowed out of the UK, dozens of other ethnic and political factions around Europe may try to get out from under the globalist arrangement.
Scottish Secession would be modeled throughout Europe

Khetani and Taylor 12 - *International editor at Business Insider and **Staff Writer for Business Editor (Sanya and Adam, “Here's Why You Need To Be Watching Europe's Secessionist Movements,” Jan. 17, 2012, http://www.businessinsider.com/european-union-scotland-basque-2012-1?op=1#ixzz1zg03SPnu)#SPS 
Scotland's bid for independence looks likely to change the way that the UK works (to some degree at least), but do secessionist movements have a wider impact? We've taken a look at Europe's various secessionist movements to show you exactly why you need to watch the situation in Scotland, and why it may have a big impact on the EU. Everyone's watching the UK right now. If separatists in the UK had their way, not only would England (green), Wales (yellow), Ireland (purple) and Scotland (dark blue) be independent, autonomous regions, but so would Cornwall (orange), the Isle of Man (red), Guernsey (light blue) and Jersey (brown). The UK was formed of independent kingdoms, bit by bit. Wales formed a union with England in 1536, Scotland in 1707, and Ireland in 1801. While Northern Ireland remains part of the UK, the south became independent in 1921, and became a republic after World War II. Now, the Celtic nations want out. While there has been no concrete action yet on the emancipation of Wales and Northern Ireland from the UK, or the creation of a United Ireland, lobbying continues. Scotland was recently granted the power to decide whether they wanted to remain in the UK or not. Cornwall — currently a part of England — is not sitting idle either. On 14 July 2009, the Liberal Democrats presented 'The Government of Cornwall Bill' to the UK Parliament, proposing a devolved Assembly for Cornwall similar to Wales and Scotland. All of them, along with the Isle of Man, have traditionally been considered Celtic nations. Of course, if Scotland gets out, there's a very real possibility other nations could start pushing. Few want a UK dominated by the English. Belgium has a centuries old problem. Flanders (the Dutch or Flemish-speaking region) and Belgium (Walloon, which is the French-speaking region, and Brussels, the capital region) have never really got over their differences. It was formed from parts of the Dutch, French, and Luxembourg kingdoms The Walloons industrialized first, leaving the Flemish in agriculture. However, later the situation reversed, and the Flemish regions became known as the gritty, industrial areas. Economic differences only hurt relations further, and by the 20th century things were looking rough. Regional bickering got serious in 2007, and left the country without a government for over 400 days. When no party won a majority in the elections, Belgium had no government for nine months. Weak coalitions and interim governments followed, while politicians negotiated to form a federal government. In 2010, the talks fell through, leading many to reconsider the Walloon representative's Plan B, where Flanders would secede from Belgium. A new government, led by Francophone (and non-Dutch speaker) Elio Di Rupo, was formed late last year, solving the crisis — temporarily at least. Serbia's already fighting for Kosovo, now it could lose more Serbia and Kosovo Serbia, which has already lost Kosovo (though that depends on whether your country has recognized it), is in danger of further splintering, with the Vojvodina and Sandzak regions also clamoring for more autonomy and secession from the country. Another country with a large amount of separatist movements is Spain. In Spain, Andalusia, the Basque region, Catalonia, Aragon, Galicia, Asturias and Canary Islands are fighting for independent states, while several other regions are demanding greater autonomy within the country. Basque nationalism dominated Spanish politics for decades. Basque pro-independece supporters Basque nationalism is perhaps the strongest secessionist movement in the country, and spans parts of both Spain and France. While the Basque region has enjoyed some autonomy is Spain since 1979, terrorist acts by factions demanding complete Basque independence rocked the country until October of last year. The Spanish government has not given in to separatist demands (so far). France has their own issues too. While France does not have as hard a time with the Basque nationalists (Pais Basco) as Spain, it has to deal with the aspirations of Brittany (Bretana), Corsica (Corcega), and Savoy. And, like the UK, they have a bit of a Celtic problem. The secessionist movement in Brittany differs from some other separatist movements, in that it not only seeks some form of political independence, but its nationalism also includes a cultural and linguistic component: they want their languages — Breton and Gallo — to be considered on par with French in the region. And like the other Celtic nations, they believe in a separate national identity. The French government's official position continues to be to consider Brittany a part of France. There's some debate other whether secessionist movements would be forced to join the euro George Osborne has hinted that Scotland may not be able to keep the pound if it leaves the UK, and the EU is likely to expect that the EU — as, technically, a new member of the EU — could be forced to join the Euro. Not exactly an ideal time to be doing that, of course. The fiscal state of many of the secessionist states would require investigation too. The Laird of OldhamIt's thought that Scotland's share of the UK's national debt is at least £80 billion ($120 billion). As you can imagine, that's a little problematic. But there's even bigger problems for the EU It may be logical for the UK to worry about losing Scotland, or Serbia to hold on to Kosovo — but what about Spain not wanting Kosovo to join the EU? Yes, many EU states don't want to allow secessionist states to join the EU for fear of encouraging their own separatists. The problem is that the situation is totally untested — and no one really know what the future holds for Europe anyway Alex Massie at The Spectator argues that these issues are "pink herrings" — not red herrings exactly, but something along those lines. Massie explains it is: "Because no-one knows how many currencies there will be in Europe by the time the referendum is held in 2014, far less what the land will look like by 2016 or 2017 which, even if Scots vote for independence, seems the earliest independence might actually become a reality. What we may say is that europe will not be as it is today."

No Scottish Secession
Scotland Won’t Secede

 VOR 12 Voice of Russia, was the first radio station to broadcast internationally. ( Is Scotland Going To Leave The UK? – OpEd By: VOR May 25, 2012)#SPS

We can see that secession from the UK would have both advantages and disadvantages for Scotland. So there is only one thing that needs to be done, which is to hold a referendum and hear the voices of ordinary Scots. The latest public opinion poll carried out by YouGov showed that only one third of Scotsmen would vote in favour of Scotland’s secession from the UK. This means that the issue of Scotland’s independence is still up in the air and the prospects for the ‘Yes Scotland’ referendum remain vague.

Lack of a united front kills Scotland’s chances

Johnson 12 -Scottish Political Editor (Simon, 25 May 2012, Scottish separatist referendum campaign split over the Queen, http://www.telegraph.co.uk/news/politics/9288387/Scottish-separatist-referendum-campaign-split-over-the-Queen.html)#SPS
Patrick Harvie, the Scottish Green Party co-leader, told the Daily Telegraph that keeping British institutions like the monarchy and sterling represents a “strategy for failure” because it will not motivate voters to support major change. He said this “don’t scare the horses” approach means the SNP is offering a “mini version of the UK state” instead of a clear vision for how separating might improve Scotland’s fortunes. Mr Salmond and Mr Harvie will today try and present a united front as they sign a joint declaration backing independence at the anti-UK campaign launch in Edinburgh. But the co-leader of the Scottish Greens, the second largest party backing independence, confirmed that in the run-up to the 2014 referendum he will support a republic and the pound being replaced by a new currency. The Tories said the row showed the separatist camp cannot even agree between themselves which British institutions would survive independence so voters could not be sure either. Mr Harvie said many people have already made up their minds to support or oppose independence but the First Minister’s referendum strategy will mean undecided voters backing the status quo in 2014. “Trying to be all things to all the people will look like we’re offering people a pig in a poke. It will fail to motivate people to get out and put an ‘X’ on a ballot paper if you are promising things will stay the same,” he told this newspaper. “At the moment the SNP leadership seem to be taking a ‘don’t scare the horses’ approach trying to get people to vote for independence on the basis that nothing will change. “This is a strategy for failure. It’s about transformational change, not a mini version of the UK state run from Edinburgh instead of London.” He confirmed his party’s policy is to abolish the monarchy, whereas Mr Salmond wants to keep the Queen and her successors as head of state. “Many of us think there’s bigger fish to fry if you are creating a new independent country but I don’t see how you can fail to have a debate about how you appoint a head of state,” he added. The Green Party co-leader said keeping the pound immediately after separation might be the “least bad option” but there must be a deadline for transferring to a new and “genuinely independent” currency. Further points of conflict are the future of the armed forces, with Mr Harvie wanting them to focus on humanitarian work rather than military action, and the Nationalists’ “dream of oil and gas extraction” lasting another 50 years. Ruth Davidson, the Scottish Tory leader, said the separatists’ campaign has “already begun to unravel before it has even started”. “If he and the Greens cannot even agree on fundamental issues such as what currency a separate Scotland would have and if we should keep the monarchy, then it undermines any united front the SNP are trying to present,” she added.

Even 1/3 of SNP voters don’t support secession

Gilbride 12- Staff Writer for Express UK news  (Paul, 1 IN 3 SNP VOTERS DOES NOT BACK INDEPENDENCE, Wednesday July 4,2012, http://www.express.co.uk/posts/view/330617)#SPS

ALMOST one in three SNP voters does not support the plans to break up Britain, a new poll revealed yesterday. Instead, 28 per cent prefer extra powers for Holyrood, so-called Devo Plus, while remaining part of the UK. The poll, carried out for political think-tank Reform Scotland, also found more than half of Labour voters and just under a third of Tories would back more power short of separation. The system would give Holyrood powers over income and corporation tax, among other levies, and hand over a share of Scotland’s oil revenues. The choice, however, is not likely to feature on the ballot paper in the 2014 referendum unless the Scottish and UK Governments agree to a multi-option vote. That is highly unlikely as the UK Government is opposed to a second question, insisting further powers are separate issue from full-blown independence. Even the SNP are split on the issue, with many insisting on a single question, while others, aware that an all-or-nothing approach could backfire, believe a second question on more powers might get more support and act as a safety net if the independence vote goes against them. Reform Scotland chairman Ben Thomson said: “This reveals the emerging consensus among all sides of the political divide. “Neither the Yes Scotland or Better Together campaign is promoting the way forward that is most favoured by the people of Scotland. Devo Plus is a solution around which all of Scotland’s political parties can coalesce.” The former Lib Dem MSP Jeremy Purvis, leader of the Devo Plus group, said: “It’s highly significant that only 60 per cent of SNP voters support independence and that most Labour voters want non-independence parties to work together for Devo Plus.” Labour’s constitution spokeswoman, Patricia Ferguson, said the poll was yet further proof that not only is independence unpopular with the Scottish people, it is also not hugely popular with a large section of the SNP’s support. Scottish Tory leader Ruth Davidson MSP said: “This is a damning verdict on Alex Salmond’s failure to provide hard facts on what separation would mean for millions of Scots.” But SNP campaigns director Angus Robertson claimed the poll was “disastrous” for pro-Union parties and hit out at Labour leader Johann Lamont. Mr Robertson said: “The SNP wants independence and will campaign for a Yes vote. At the same time we recognise that there is a debate to be had about bringing proper job-creating powers to the Scottish Parliament. “But rather than listening to the support for that option, Johann Lamont and her party are forming an alliance with the Tories against any constitutional change.”

Yes Secession
Yes Scotland will secede

Soussi 12 - freelance journalist, covering the Middle East and Scottish politics. (Alasdair,  Scottish independence movement gains momentum, Jun 9, 2012, http://www.thenational.ae/news/world/europe/scottish-independence-movement-gains-momentum#full)#SPS 
Scotland that has always jealously guarded its national identity, Scotland has long made threatening noises about going it alone. Some thought the introduction of a devolved Scottish Parliament in 1999 would "kill" nationalism stone dead. In fact, it has served only to deliver a popular Scottish National Party (SNP) government, which, after winning a majority in the 2011 elections, has signalled its intention to hold a referendum on independence in 2014. Across all four of the United Kingdom's constituent countries, talk of Scotland leaving the union has made constitutional debate almost fashionable. In England, the idea of a devolved English Parliament has gained traction with many disgruntled natives; in Wales, where patriotic fervour is high, but the notion of leaving the UK largely unthinkable, concerns are growing about the political gulf that may develop between them and their larger English neighbour if Scotland departs the union; and in Northern Ireland, where links between the Protestant majority and Scotland run deep, the potential effects of a yes vote in Scotland are the subject of much conjecture. But it is in Scotland itself where the debate is really gaining momentum. "Whether you're for or against Scottish independence, many agree that this decision will be the biggest that [the country] has had to consider for centuries," says Ewan Crawford, former private secretary to one-time SNP leader John Swinney. "If you look at the Quebec (Canadian province) independence referendum in 1995 - the turnout there was in excess of 90 per cent. So, I think that when it's Scotland's time, [the majority of people] will take part." That Scotland is facing a referendum at all and staring - with delight or horror - at the very real prospect of leaving a union that once literally ruled the waves, is down to the rise of the SNP and their leader Alex Salmond, the country's first minister, who is recognised as one of the most formidable politicians in the history of Scottish politics. Established in 1934, the SNP, which returned a record 11 MPs to London's Westminster in 1974 but was nearly wiped out in the general election five years later (they currently have six MPs sitting in London), found their groove in the new Scottish Parliament where, to quote Gerry Hassan in The Modern SNP: From Protest to Power, they eventually "moved from being a marginal force often ridiculed, patronised and caricatured by opponents, to a force which is both respected and feared." "It took the SNP a long time to make a breakthrough," says David Torrance, author of the Alex Salmond biography, Salmond: Against the Odds, of the party's dramatic rise, which began five years ago when they secured their first parliamentary victory. "Right up until 2007, there seemed to be a ceiling on their support. The crucial thing they did was to separate out independence from the SNP - and they did that through the device of a referendum." So, just what kind of independence - currently supported by around 40 per cent of Scotland's voting public - is the SNP offering a country of 5.2 million? "The stress from the SNP is constantly on making the prospect of independence [appear] less scary," says Torrance. "But that means for anyone who's been paying attention to the detail that independence doesn't amount to very much - or at least not as much as it used to. "I tried to think the other day of what Scottish independence as defined by the SNP would actually entail - and all I could come up with was the lowering of corporation tax, which they can't do just now under the existing settlement, and the removal of nuclear weapons, which would take an awful long time anyway." For others, the SNP's idea of a post-independent Scotland is almost pitch-perfect. Crawford believes that the nationalists, who secured 69 seats in the Scottish Parliament in the 2011 elections (to Labour's 37), are one step ahead of the game. "Certainly by opponents of independence, it suits them for this debate to be polarised," says Crawford, who now works as a journalism lecturer. "That is, to caricature independence as 'isolation' and 'separation', but very few nations do not share sovereignty in some regard. The SNP is just a little ahead of the opponents here in recognising the reality of what independence actually means. Sharing a currency [with Britain] is not an unusual thing to do, and neither is sharing a head-of-state, like Canada, New Zealand, Australia and so on. What independence will do, among other things, is give Scotland control of macro-economic policy, full taxation - the opportunity, as the SNP would see it, to create a better and more prosperous society." The SNP's policy of retaining the monarchy in an independent Scotland has, of course, been brought sharply into focus by this week's celebration of the Queen's diamond jubilee. A recent YouGov poll found that only 41 per cent of Scots said the queen made them feel proud to be Scottish as opposed to 80 per cent for the English. While such statistics demonstrate little more than a general apathy towards the queen in Scotland, many analysts say that the SNP's own departure from its republican-heavy days of 30 years ago to a more monarchy-friendly model is based on its wish to control the centre ground of Scottish politics and derived from Salmond's own personal affection for the ruling monarch, who has entertained the first minister and his wife at her private Scottish residence of Balmoral on several occasions. As such, says Crawford, it is a policy that is unlikely to hinder the SNP's independence aspirations. "The current monarch is just as much queen of Scotland as she is queen of England, so it's not a case of her being an English monarch - because she isn't. There will be people who do believe in a Scottish republic and those who believe in retaining the queen as head of state. But most SNP members - although some will feel strongly about it - don't see this as a huge issue and certainly there are very, very few people in the SNP or who are believers of Scottish independence who think we need to be independent so we can get rid of the monarchy." That said, Torrance contends that Salmond overdoes his monarchist views, even for his most loyal of followers. "I think he probably respects the queen and thinks that a constitutional monarchy isn't a bad system but he overcompensates," says Torrance of the SNP leader, who quietly dropped a 1997 SNP resolution to hold a referendum on the abolition of the monarchy following Scotland's secession from the UK. "So determined is he to kill the impression that he's a republican or anything like that, that he makes up for it by being a gushing lover of the queen." With a largely hostile media and the full might of the British establishment to contend with, the SNP are taking on the independence debate with a simple strategy that Mandy Rhodes, editor of Holyrood, a Scottish current affairs magazine, may have ridiculed as the "Stepford Wives" approach to politics, but which the party credits in large part for their past electoral breakthroughs. "The SNP have done well at Scottish elections because in the last two they were extremely positive and simply didn't talk about their opponents that much," says Crawford. "But they cannot afford to get dragged into a shouting match. So, I think we'll see the SNP relentlessly campaigning on a positive agenda for no other reason than they think it's good politics."

2NC UK Econ
Low oil prices undermine the UK economy

Conway 09- Staff writer for The Telegraph (Edmund, 04 Jan 2009, Low price of oil will fuel UK economy, The Telegraph, http://www.telegraph.co.uk/finance/newsbysector/energy/oilandgas/4110378/Low-price-of-oil-will-fuel-UK-economy.html)#SPS 

The research institution has calculated that if oil prices stabilise at $20 a barrel, it would ensure that the economy grows by 0.4pc more than it otherwise would this year and by 0.8pc more than expected in 2010. However, the fall will cost the Exchequer a significant amount in lost tax revenues, potentially reducing the public sector current budget this year and next. The findings came in its comprehensive exploration of the economic implications of falling oil prices. The crude price rose to a record $147 a barrel last July before dropping back to just under $40 by the end of the year as the global economy started to slide. Item Club economist Hetal Mehta said that while the rise in prices put pressure on businesses, the fall should provide a boost in the coming months. She said: "Next month's Consumer Price Index inflation figures should show a much steeper drop, particularly on the Retail Price Index measure, as the VAT reduction and larger interest rate cuts feed through. By later in the year, RPI inflation will be in negative territory and the CPI measure will almost certainly undershoot the 1pc threshold. "It is very possible that a further fall in the international oil price will spark deflation that will further damage a global economy that is already stumbling into 2009." She said that the oil price fall would have a similar effect to the recent cut in VAT, slightly boosting demand and spending, as well as helping to support the manufacturing sector. With such factors threatening to leave the UK facing deflation, the Bank of England is widely expected to cut borrowing costs this week to below 2pc. Ms Mehta said: "Oil prices have caught many policy makers off-guard. The governor of the Bank of England will now have to write a letter of explanation to the Chancellor about why inflation is 1pc below target, whereas previous letters have been to explain why it is above target.

British economic strength is key to Afghan stability, controlling terrorism, maintaining NATO and US power, and British conventional and nuclear deterrence

SHEINWALD 2010 (Nigel, UK Ambassador to the US, “A Leaner, Meaner, British Military,” Oct 22, http://www.fco.gov.uk/en/news/latest-news/?view=News&id=23074623)

As yesterday's announcement by Chancellor George Osborne made clear, Britain is facing an exceptional fiscal challenge. We have the largest peacetime budget deficit in our history -- just paying the interest on the nation's debt each year costs £43 billion. We won't get sustainable growth in the British economy unless we tackle this deficit now. Our plans for defense spending cannot escape this reality. Britain's defense budget was over-committed by £38 billion over the next decade. Bringing it back into balance has to be a key part of tackling the broader deficit. Not least because Britain's international power depends in the first instance on a strong British economy. But let us be clear: Britain is not getting out of the global game. Prime Minister David Cameron has talked about Britain's ambition to continue to project power and influence in a rapidly changing world. The NSS, published on Monday, sets out our vision for Britain as an "open, outward-facing nation," with a determination to remain actively engaged across the world, promoting our security, our prosperity, and our values. This isn't a time, British ministers have said, for strategic shrinkage. While it's easy to talk up retrenchment, Britain retains formidable assets: the sixth-largest economy in the world; the fourth-largest military budget (even after the Defense Review); one of the biggest international aid programs; a unique set of alliances and relationships; and one of the largest global diplomatic networks. And we retain an ambition to match. Of course, the SDSR has had to identify cuts and savings, particularly where the military rationale has become less strong or the capability duplicates that of another ally such as the United States. We will be cutting down on our older, heavier equipment: we'll have 40 percent fewer tanks and 35 percent less heavy artillery. We will decommission the aircraft carrier HMS Ark Royal and drop four destroyers and frigates from current forces; we will reduce the number of fighter jet types we maintain; and we will plan to withdraw our forces from Germany by 2020. And it is true that there will be a temporary gap in our capability to operate aircraft from the sea before the F-35 Joint Strike Fighters come online. But let us not lose sight of the capabilities that Britain will retain. We went into this review as the United States' most effective and dependable military ally, and we have come out of it in the same place. The overall scale of the reductions is significantly less than many were predicting -- about 8 percent of spending in real terms over the next four years. In the context of our alliances, this means that Britain will continue to spend at or above the NATO target of 2 percent of GDP. Our future force will be the most modern, capable, and deployable of any U.S. ally. And this government is clear that, like its predecessors, it has the political will to use our military capability when necessary. In practical terms, one could say that Britain's military may even be stronger: The government has reaffirmed the commitment to build two new aircraft carriers; the future fighter jet fleet will have more capable planes; and we will develop multi-role brigades to be able to conduct the full range of tasks that our ground forces currently do. Our new planning assumptions see us capable of deploying a modernized all-arms force into the field up to 30,000 strong for a single major operation. And we will retain an ability to sustain in long-term stabilization operations a brigade-sized force in theater at levels not too far below those currently deployed in southern Afghanistan. The prime minister has been very clear that our commitment to the operation in Afghanistan is unchanged. There is no cut in the support for our forces there. Changes to the armed forces have been designed specifically to avoid compromising our ability to support the ISAF mission. We will remain the second largest troop contributor, with around 10,000 troops in theater. We will continue to send our best people to leadership positions in ISAF and our national expertise to the Helmand Provincial Reconstruction Team. In short, despite the reductions, Britain will remain capable of the most demanding tasks across the full spectrum of military operations. This has been a groundbreaking defense review for Britain. Conducted by our new National Security Council, it has made decisions about how, in an era of fewer resources, we can strike the right balance in our security posture. This has meant focusing not just on our conventional armed forces, but also on our nuclear posture, our intelligence capacity, our counterterrorist capabilities, our international development programs, our diplomatic network, and our cyber defenses. These assets are critical to exercising influence in the modern world. And the SDSR protects, and in some cases, augments them. On cyber security -- which covers crime, espionage, terrorism, and even conventional warfare -- we will be spending an extra £650 million to give Britain a real advantage in cyber resilience. On counterterrorism, we will be protecting our key operational capabilities, while investing in a range of assets to enable us to identify, investigate, and disrupt terrorist activity at the earliest possible stage. We will expand our special forces. And on nuclear issues, Britain will continue to maintain a continuous at-sea nuclear deterrent, and has decided to proceed with plans to replace the current Vanguard class of submarines on which is it based. I recognize that there has been significant interest here in the United States about how the SDSR might come out. And no one should be surprised by that. It reflects the very real value that the U.S. places on British security assets, the capabilities we bring to the table, and Britain's leadership within NATO as an exemplary ally. But I am confident that the United States has not only understood the scale of the budgetary challenges Britain is facing, but is comfortable with where this review has come out. As Secretary Hillary Clinton herself said, the result of the SDSR is "a U.K. military capable of meeting its NATO commitments and of remaining the most capable partner for our forces as we seek to mitigate the shared threats of the 21st century."

Nuke war

DUFFIELD 1994 (John Duffield, Assistant Professor of Government and Foreign Affairs at the University of Virginia, POLITICAL SCIENCE QUARTERLY 109, 1994, p. 766-7)
Initial analyses of NATO's future prospects overlooked at least three important factors that have helped to ensure the alliance's enduring relevance. First, they underestimated the extent to which external threats sufficient to help justify the preservation of the alliance would continue to exist. In fact, NATO still serves to secure its members against a number of actual or potential dangers emanating from outside their territory. These include not only the residual threat posed by Russian military power, but also the relatively new concerns raised by conflicts in neighboring regions. Second, the pessimists failed to consider NATO's capacity for institutional adaptation. Since the end of the cold war, the alliance has begun to develop two important new functions. NATO is increasingly seen as having a significant role to play in containing and controlling militarized conflicts in Central and Eastern Europe. And, at a deeper level, it works to prevent such conflicts from arising at all by actively promoting stability within the former Soviet bloc. Above all, NATO pessimists overlooked the valuable intra-alliance functions that the alliance has always performed and that remain relevant after the cold war. Most importantly, NATO has helped stabilize Western Europe, whose states had often been bitter rivals in the past. By damping the security dilemma and providing an institutional mechanism for the development of common security policies, NATO has contributed to making the use of force in relations among the countries of the region virtually inconceivable. In all these ways, NATO clearly serves the interests of its European members. But even the United States has a significant stake in preserving a peaceful and prosperous Europe. In addition to strong transatlantic historical and cultural ties, American economic interests in Europe— as a leading market for U.S. products, as a source of valuable imports, and as the host for considerable direct foreign investment by American companies — remain substantial. If history is any guide, moreover, the United States could easily be drawn into a future major war in Europe, the consequences of which would likely be even more devastating than those of the past, given the existence of nuclear weapons.

Link Ext: Investment
Low prices means no investment- supply will fall later

LEA 09 – Staff Writer for The Evening Standard (London)(Robert, “Oil price has dived but we will not see return of cheap energy,” January 15, 2009 Thursday, Lexis)#SPS

As the world now sifts through the remains from this oil-fuelled economic fireball, the question of where the price of crude goes now, without the perversion of crazy demand or crazy speculation, will play a key role in determining how deep and long this global recession will be. According to a Reuters poll of 32 industry analysts, the benchmark price of US crude will average about $56 this year. The Economist Intelligence Unit (EIU) is the most bearish polled, calling an average of $36 a barrel. Barclays Capital is the most bullish with an average of $76.For 2010, the EIU thinks the price will average $50; Barclays thinks it will average $106. Jane Kinninmont of the EIU says its forecasts remain "despite efforts by Opec [the Saudi-led producers' cartel] to keep prices much higher". She adds: "Oil demand in the OECD [developed] countries is forecast to contract by 2% as severely depressed economic growth offsets the otherwise positive impact of low oil prices. In the rest of the world, demand for oil is expected to grow only modestly as the economic downturn spreads to emerging markets. "There is a risk that oil prices could temporarily spike to a far higher level once demand starts to recover, but the current combination of relatively low oil prices and severe credit constraints already seem to be deterring much needed new investment in oil refineries and may also deter new investment in oilfields." The EIU does not expect average prices to exceed $55 by 2013. Barclays analyst Paul Horsnell, however, contends: "Consensus is way, way, way wrong in terms of supply, demand and price.

Link Ext: Price Key
Low oil prices will send the UK into deflation and depression

Barry 09 – Business Editor for The Western Mail (Sion, “Dive towards deflation raises fear of spiral of falling prices; 

First time ever that inflation has fallen in December business in wales.co.uk,”  January 21, 2009 Wednesday, Lexis)#SPS

FEARS that we could be heading for a deflationary spiral - as experienced in the Great Depression - were heightened yesterday after official figures showed the annual rate of inflation fell at its fastest pace in December since the recession of the early 1990s. The Government's VAT reduction and heavy pre-Christmas discounting on the high street drove the Consumer Prices Index down to 3.1% last month from 4.1% in November - the biggest monthly decline since April 1992, said the Office for National Statistics. The drop also marked the first time inflation had fallen in December since records began, according to the ONS. But the fall in CPI was less than experts were expecting, with many pencilling in a drop to as low as 2.6%. The ONS said that while two thirds of retail prices showed the full cut in VAT from 17.5% to 15%, the service sector had barely passed on the reduction. However, the steep fall in CPI raised concerns that the UK may be heading for deflation, with the impending recession expected to see further falls over the year ahead. CPI has already fallen significantly from a peak of 5.2% last September. And the Retail Prices Index last month fell at its fastest rate in more than 28 years, as house price declines and dramatic interest rate cuts added to the VAT impact. RPI, which includes mortgage interest payments, plunged to 0.9% in December from 3% the previous month. Graeme Leach, chief economist at the Institute of Directors, said: "Inflation is most definitely yesterday's story. Unless the huge stimulus from the VAT reduction, record low interest rates, a falling pound and the collapse in the oil price begin to take effect soon, the UK will be staring deflation in the face." Economist Jonathan Loynes of Capital Economics, said deflation was possible when energy prices also start to respond to the dramatic declines in the cost of crude oil. "Food and energy effects will continue to have a strong downward influence over the coming months, particularly if gas and electricity bills finally respond to the fall in oil prices - this alone should be enough to push CPI into negative territory by the summer." The inflation data is already showing signs of weaker demand in the face of a UK recession. Retailers slashed prices more than normal to lure in shoppers, said the ONS. Cut-price promotions saw clothing and footwear deflation of 10.3% last month - its lowest level since official records began in January 1997. More falls in the price of fuel also combined to knock CPI lower, with the annual rate of fuel deflation at 11.2%. Experts are pencilling in another cut in interest rates next month, as policymakers seek to control inflation, although further sharp falls in the strength of the pound yesterday may limit the size of the cut. The pound slumped to its lowest level against the US dollar in more than seven years, while it also fell more than 2% against the euro. Howard Archer of IHS Global Insight said: "The smallerthan-expected drop in consumer price inflation in December is most unlikely to stop the Bank of England cutting interest rates by a further 50 basis points from 1.5% to a new record low of 1% in February. "There continues to be a serious risk that consumer price inflation will substantially undershoot its 2.00% target over the medium term due to deep and extended recession. "Indeed, we see interest rates coming down to a low of 0.25-0.50% in the second quarter. Indeed, it is very possible that they could come all the way down to zero. "In addition, it seems ever more likely that the Bank of England will engage in some form of quantitative easing over the coming months, now that it is being given the framework by the Government to do so."

Low oil prices will destroy the UK’s energy sector and economy

Herron 08 - oil and gas reporter for Dow Jones Newswires and Wall Street Journal. (James, “Low Oil Prices, Credit Woes Could Spell Trouble for UK North Sea” November 14th 2008, http://www.rigzone.com/news/article.asp?a_id=69507)#SPS 

The combination of falling oil prices and the credit crunch spells trouble for oil and gas production in the U.K. North Sea, said senior industry figures. The U.K. has been counting on steadily rising oil prices to make new projects in the heavily depleted basin profitable and is depending on a legion of small independent oil and gas companies to develop many of the remaining fields as major companies focus their efforts elsewhere. However, the price of North Sea benchmark Brent crude has fallen by more than half since July to $56.24 a barrel Thursday and the profitability of many new fields is looking doubtful. At the same time, many of the smaller companies that could have developed them are struggling to keep their heads above water. "At $60-65 oil, a lot of projects are on the edge of being commercial," said Bill Transier, chief executive of Endeavour International Corp., a Houston-based independent oil company focused on the North Sea. "It's very difficult for small-cap companies to be able to survive in this environment." Oil and gas fields in the U.K. North Sea first began producing in the 1960s. Since then the equivalent of 38 billion barrels of oil and gas have been extracted and most of the biggest fields are in rapid decline. Production peaked at 4.7 million barrels of oil equivalent per day in 1999 and was 2.9 million boe per day last year. The region has the fastest production decline rate in the world, at 11.5% a year, according to data from the International Energy Agency published this week. The Norwegian sector of the North Sea is far less depleted than the U.K. side because it was developed much later and has not been as thoroughly explored. The U.K. government says at least another 20 billion boe of oil and gas can be recovered from its stretch of the North Sea. "We can't overlook its contribution to our security of energy supply as well as to our economy," said the U.K. Department of Energy, Commerce and Climate Change in a statement. "The U.K.'s oil and gas sector currently provides 70% of the country's energy and benefits the U.K. balance of payments to the tune of GBP45 billion a year. It is by far the largest single industrial U.K. investor and supports over 450,000 jobs throughout the economy." Expensive Proposition But most of the remaining oil and gas is in small, technically challenging reservoirs that aren't cheap to produce from. "In the North Sea there are two inescapable facts. The size of the opportunities is relatively small and unit costs aren't the cheapest in the world," said Mike Wagstaff, chief executive of Venture Production PLC, which specializes in squeezing the last drops of oil and gas out of small or depleted North Sea fields. "We are looking at a $100-a-barrel cost world and a $50- to $60-a-barrel revenue world." Two-thirds of Venture's output is natural gas, the price of which has held up much better than oil in the U.K. "Projects on our books all make sense...at the expected commodity prices," he said, but companies will probably slow down North Sea projects and cut budgets in the current environment. "We will take our foot off the pedal in the short term, to see how the market goes." Venture has produced an average of 43,500 boe per day this year, generating enough cash to see it through a rough patch. But not every company has that luxury. "It's an impossible task for small companies who have no cash flow. A lot of them are living out of their bank facilities... Their business model is very difficult," said Endeavour's Transier. "The situation for many oil and gas juniors is nearing critical. The doors to equity and capital are fast closing. A number of companies are already beginning to warn of uncertainty as to their ability to continue as a going concern," said Alec Carstairs, oil and gas partner at consultancy Ernst and Young. For example, Canada's Oilexco Inc., which has been very active in the U.K. North Sea in recent years, last month lowered its 2008 production estimates and said it was having difficulty raising its credit lines. Transier said Endeavour has enough cash to get through two or three tough years, but he worries about how quickly he will be able to move his projects forward. Small and medium-sized companies like them are important to the North Sea because most of the remaining oil and gas reserves are in pockets too small to be of much interest to the major international oil companies. "Of more than 28 projects planned in the North Sea, only a handful hold more than 100 million barrels," said the IEA. Companies such as Royal Dutch Shell PLC, one of the pioneers of production in the region, are still investing in mega-projects like the Ormen Lange gas field in the Norwegian sector of the North Sea, but are selling some of their mature fields on the U.K. side. If smaller companies fail, "you are going to see (production) decline rates get steeper than they have been. I think we are going to lose reserves that might have been there," said Transier. Output Could Plummet If the oil price stays above $80 a barrel and natural gas above 70 pence a therm, and North Sea investment continues to flow, by 2010 total output will still be a respectable 2.6 million boe per day, said a report from Alexander Kemp and Linda Stephen of the University of Aberdeen. However, if the average price remains at current levels of around $60 a barrel for oil and 50p/therm for gas, the report said there would be a considerable reduction in field investment and by 2010 production would fall to 2.5 million boe per day. If prices were to fall to $40 a barrel, "development activity collapses from its present level reflecting the non-viability of the great majority of most new projects," and by 2010 production would fall to 2.3 million boe per day, the report said. Extend the timeframe out to 2020 and production in the low-price scenario would be just 800,000 boe per day, 1.3 million boe per day lower than if the average price stays above $80 per barrel, said the report. In the current volatile market, it is hard to say where the oil price will be next week, let alone in 2020. Many industry experts say prices will rebound once the current economic turmoil subsides. "We see a fairly short, sharp downturn and then a return," said Rhodri Thomas, Europe and Sub-Saharan Africa upstream research manager at consultancy Wood Mackenzie. The IEA, despite warning this week that world oil demand is on the cusp of falling for the first time in 25 years, still expects the oil price to average $100 per barrel between 2008 and 2015. Analysts at Citigroup expect the price to be $65 a barrel in 2009. But one danger specific to the U.K. North Sea is that a prolonged trough in the oil price could lead to aging pipelines and platforms needed to tap new fields being dismantled early. "Existing infrastructure is very important for companies to sweep up the remaining reserves," said Wood Mackenzie's Thomas. "There is a danger that as companies review capital expenditure and budgets and look to control their costs, they reduce investment. If that's sustained over a long period of time it could cause long-term damage to infrastructure." Venture's Wagstaff agreed this is a concern, but said oil would have to stay at $50 a barrel for three years for it to become a serious issue. The government says it is doing all it can to keep the North Sea alive through innovations in licensing arrangements and incentives to prolong field life. Transier said he would like to see it do even more, pushing people to speed up developments and encouraging cash-strapped companies to merge with larger partners that can fund development. "It is a really tough environment," but the cost of developing new fields will probably fall in 2009 and 2010, which will make investment more attractive, said Thomas. "It's not a doomsday scenario... There are still a lot of good investment opportunities in the North Sea." 

AFF: High Prices Bad

High oil prices undermine the British economy—they’re net bad

DUNCAN 2011 (Hugo, “Oil price hike will batter UK economy,” This is Money, March 18 http://www.thisismoney.co.uk/money/markets/article-1715690/Oil-price-hike-will-batter-UK-economy.html#ixzz1zmb40TGL)
The price of oil jumped nearly 4% yesterday amid warnings that the surge will clobber the British economy.

Risk: Lost production in the Middle East has fuelled fears about supply.

Brent crude rose $4.12 a barrel to $114.72 as the turmoil in the Middle East and catastrophic events in Japan continued to rattle the markets.

The price spike will add 1% to UK inflation this year and GDP will be about 0.3% lower than it would otherwise have been, according to the National Institute of Economic and Social Research.

It came as the Japanese yen surged to its strongest level against the dollar since the Second World War and the Nikkei went back into reverse with a 1.5% fall.

Crude was trading at between $80 and $90 a barrel in October but reached nearly $120 early this month as Colonel Gaddafi waged war on his own people.

Lost production in the Middle East has fuelled fears about supply and attention is now turning to increased demand from Japan.

The price of oil tumbled in the aftermath of the earthquake and tsunami - and the threat of a nuclear disaster - dipping below $108 this week.

But with much of the country's nuclear power stations shut down Japan is set to increase energy imports, boosting demand for oil. Dawn Holland, a senior researcher at NIESR, said that around two-thirds of the recent price spike - or more than $20 a barrel - was permanent.

In the long-run, GDP in Britain will be 0.5% lower than it would otherwise have been as a result.

The impact is even greater in more oil-dependent countries such as German, Spain, Italy and America.

In the US, the hit to GDP is more than 1%

The higher oil price comes at a bad time for the British economy as it struggles to bounce back after a sudden reversal at the end of last year.

It will blow a hole in the public finances as the windfall from higher tax revenues from the North Sea and at the petrol pump is more than offset by slower economic growth.

**MEXICO**

2NC Econ Impact

Mexican economy is subject to the volatility of oil revenues—lower prices would devastate it

OECD, 9 (Organization for Economic Co-operation and Development Economic Surveys, “Managing the oil economy - Can Mexico do it better?” July 2009, http://proquest.umi.com.proxy.lib.umich.edu/pqdlink?vinst=PROD&fmt=3&startpage=-1&vname=PQD&RQT=309&did=1828846201&scaling=FULL&vtype=PQD&rqt=309&TS=1341080613&clientId=17822, MH)

Mexico's challenges with oil revenues Responsible handling of revenue from natural resources can be a source of wealth, economic growth and stability for a country. However, the volatility, uncertainty and exhaustibility of these revenues, and the fact that they largely originate from abroad, is a challenge to policy. Many oil producing countries have found it difficult to smooth government expenditure over time and decouple it from the short-term volatility of oil revenues leading to occasional boom-bust cycles. Thus in practice many countries have found oil to be more of a curse than a blessing. Despite the oil wealth, many oil-producing countries have a poor growth record (Gelb 1988, Fatas and Mihov 2003). Resource-rich emerging economies are increasingly using fiscal rules to help manage public finances (Box 2.1). Properly designed rules can have large benefits in terms of reduced volatility, inter-generational equity, building buffers for bad times, policy credibility, and sustainability of priority expenditures. (Kopitz et al. 2004). The rules should be transparent, make economic sense in view of a country's circumstances, and simple to understand and monitor. It is also important to make the breach of fiscal rules costly. The rules can be particularly useful in allocating spending in countries that may be subject to political bias. Mexico is facing many fiscal policy challenges from its oil wealth, and has adopted fiscal rules to help in its management. However, the current rules - the balanced budget rule, excess revenues allocation rules and capped savings in the stabilisation funds - do not mitigate volatility of spending and revenues as much as might be desired. In addition, revenues have been smaller than they could have been due to the existence of inefficient energy subsidies and a price smoothing mechanism for gasoline prices. Longer term fiscal sustainability is also a concern as the budget relies heavily on oil revenues, which are set to decline in the future. Even though past underinvestment by the oil company has been reversed since 2005, an expedite and adequate implementation of the energy sector reform approved in 2008 is necessary to promote additional increase in investment as well as technology transfers. In the near term, Mexico needs to deal with these challenges - volatility, efficient use of oil revenues over time, and preparing for a time period after oil resources are depleted. Building on previous Surveys (OECD 2007), this chapter discusses how Mexico can deal with these challenges.
Strong Mexican economy is key to stopping illegal immigration 

Bansal, 7 (Monisha Bansal—Staff writer for CNS News, CNS Archives, “Helping Mexican Economy Key to Ending Illegal Immigration, Says Expert,” 30 January 2007, http://www.crosswalk.com/1466713/, MH)

 Amid a growing national debate over how to deal with illegal aliens, one expert suggested Monday that the way to solve the immigration problem in the United States is to boost the Mexican economy.

"If you solve the Mexico problem, the rest becomes much easier to deal with. That is the heart of the problem," said Doug Massey, co-director of the Mexican Migration Project at Princeton University. Massey was joined at a Capitol Hill press conference by Jeffrey Passel, a demographer with the Pew Hispanic Center. According to Passel, the number of illegal immigrants has been steadily increasing over the past 20 years and is probably now approaching 12 million. About 56 percent of them are from Mexico, he said. As many as 85 percent of Mexicans who enter the United States each year do so illegally. "There is a very strong relationship between availability of jobs in the U.S. and the flow of illegal immigration," said Passel, adding that undocumented aliens comprise five percent of the workforce in the U.S. Massey said the goal of undocumented Mexicans in the U.S. is not to live in the country permanently but "to use the U.S. labor market as an instrument to raise money to solve an economic problem at home." "We've tried this experiment over the last 20 years of trying to integrate the North American economy without including labor, and it has backfired," he argued. "It has resulted in a record number of illegal people working in the United States." 
Focus on immigration distracts agencies from terrorist threats 

Price, 8 (David Price—North Carolina Representative—Chairman of Homeland Security Appropriations sub-committee, “Price Delivers Major Speech On Homeland Security,” 23 June 2008, http://price.house.gov/index.php?option=com_content&task=view&id=2723&Itemid=100260, MH)

"Today I will suggest five principal homeland security priorities on which I would advise the next administration to focus. The first is comprehensive immigration reform. This might, at first glance, seem an odd choice as a top priority for the Department of Homeland Security, which – after all – was formed in response to the terrorist threat. But the historic missions of the departmental components did not go away when the Department was formed, and subsuming them under the rubric of combating terrorism is apt to confuse as much as it clarifies. Homeland Security encompasses critical areas of national policy that would demand attention even if 9/11 had not occurred. Immigration, I believe, leads that list. "That is not to say that immigration policy is unrelated to terrorism; control of our borders and knowing who has entered our country – legally or illegally – are directly related to our defense against terrorist threats. Moreover, the intense focus on the broader illegal immigration problem – consisting primarily of an effort to intercept, detain, and deport individuals who illegally cross our borders in search of work and a better life – is distracting the Department's attention and diverting the Department's resources away from the truly dangerous threats and challenges we face. "I want to be clear on that point. The illegal presence of foreign nationals in the United States is a problem, and calls into question our commitment to the integrity of our immigration laws. But we need to put that problem into perspective on two counts: First, the integrity of our immigration laws is compromised primarily by the fact that those laws are grossly unrealistic in relation to our labor market demands. And second, there can be no credible argument that deporting illegal workers should take precedence over efforts to combat smuggling, prevent terrorism, and deport criminal aliens.

US reaction to terrorist attacks leads to global nuclear war

Corsi, 5 (Jerome Corsi—PhD in political science from Harvard, excerpt from “Atomic Iran,” “The United States retaliates: ‘End of the world’ scenarios,” WND Books, 20 April 2005, http://www.wnd.com/2005/04/29862/, MH) 

The combination of horror and outrage that will surge upon the nation will demand that the president retaliate for the incomprehensible damage done by the attack. The problem will be that the president will not immediately know how to respond or against whom. The perpetrators will have been incinerated by the explosion that destroyed New York City. Unlike 9-11, there will have been no interval during the attack when those hijacked could make phone calls to loved ones telling them before they died that the hijackers were radical Islamic extremists. There will be no such phone calls when the attack will not have been anticipated until the instant the terrorists detonate their improvised nuclear device inside the truck parked on a curb at the Empire State Building. Nor will there be any possibility of finding any clues, which either were vaporized instantly or are now lying physically inaccessible under tons of radioactive rubble. Still, the president, members of Congress, the military, and the public at large will suspect another attack by our known enemy – Islamic terrorists. The first impulse will be to launch a nuclear strike on Mecca, to destroy the whole religion of Islam. Medina could possibly be added to the target list just to make the point with crystal clarity. Yet what would we gain? The moment Mecca and Medina were wiped off the map, the Islamic world – more than 1 billion human beings in countless different nations – would feel attacked. Nothing would emerge intact after a war between the United States and Islam. The apocalypse would be upon us. Then, too, we would face an immediate threat from our long-term enemy, the former Soviet Union. Many in the Kremlin would see this as an opportunity to grasp the victory that had been snatched from them by Ronald Reagan when the Berlin Wall came down. A missile strike by the Russians on a score of American cities could possibly be pre-emptive. Would the U.S. strategic defense system be so in shock that immediate retaliation would not be possible? Hardliners in Moscow might argue that there was never a better opportunity to destroy America. In China, our newer Communist enemies might not care if we could retaliate. With a population already over 1.3 billion people and with their population not concentrated in a few major cities, the Chinese might calculate to initiate a nuclear blow on the United States. What if the United States retaliated with a nuclear counterattack upon China? The Chinese might be able to absorb the blow and recover. The North Koreans might calculate even more recklessly. Why not launch upon America the few missiles they have that could reach our soil? More confusion and chaos might only advance their position. If Russia, China, and the United States could be drawn into attacking one another, North Korea might emerge stronger just because it was overlooked while the great nations focus on attacking one another. So, too, our supposed allies in Europe might relish the immediate reduction in power suddenly inflicted upon America. Many of the great egos in Europe have never fully recovered from the disgrace of World War II, when in the last century the Americans a second time in just over two decades had been forced to come to their rescue. If the French did not start launching nuclear weapons themselves, they might be happy to fan the diplomatic fire beginning to burn under the Russians and the Chinese. 

Immigration Ext.

Lowered oil prices harms the Mexican economy, bolstering immigration 

Iliff 07, Laurence Iliff, contributing author of The Courier and DMN, “In Mexico, rising price of food staples is among troubling economic signs,” February 14th, 2007, from Dallas Morning News, http://www.jameslogancourier.org/index.php?itemid=1549&catid=1 MC
As President Felipe Calderon marched across the nation unveiling social programs and touting the military led crackdown against drug lords, a round shadow followed him, darkening his sunny message. It was the ubiquitous tortilla, rising rapidly in price and reminding Mexicans that all is not well with the once-humming economy. At public events, angry women intercepted the new president, who faced his first mini-crisis since taking office Dec. 1. Hundreds of thousands of protesters took to the streets in the Mexican capital last Wednesday, demanding an emergency wage hike to counter surging prices for sugar, onions and tortillas. "There is no doubt that the biggest challenge is going to be the economy," said economist Rogelio Ramirez de la O, who served as an adviser to losing presidential candidate Andres Manuel Lopez Obrador. "The issue of insecurity is important and gets a lot of media attention," said Ramirez de la O. "But the economy is a huge challenge because the government believes it can resolve everything through continuity, and if they continue insisting on this path, it will not solve the real issues and there will be many small crises." Mexico, which has been gobbling up U.S. goods and exporting record amounts to America, may face the end of a charmed period during which it grew rapidly with low inflation and managed to generate budget surpluses. More serious economic problems would mean fewer Mexican shoppers in Dallas malls and more illegal immigrants, analysts say. In addition to the specter of higher food prices and higher inflation, a drop in oil prices for Mexican crude exports could push the government's budget into a deficit. 

Drop in oil revenue causes citizen dissatisfaction and immigration to the US

World Press, 6 (Worldpress.org, “Mexico: Oil Depletion and Illegal U.S. Immigration,” 25 April 2006, http://www.worldpress.org/Americas/2326.cfm, MH) 
Underscoring the importance of the proceeds garnered from the sale of oil, China's Xinhua (March 13) reported: "Mexico's oil sector produces 8 percent of the country's gross domestic product, and pays nearly 37 percent of the nation's taxes."

Given the country's obvious dependence on oil revenues, a projected sizeable drop in production is worrisome. Whether or not the new oil discoveries will ultimately offset the current decline remains to be seen.
Any significant shortfall in oil revenues, which leaves the government with less money to deal with domestic issues, will likely prompt more Mexicans to contemplate migrating north to the U.S.

As it stands, many Mexicans are far from satisfied with their current economic status and with President Vicente Fox. According to Canada's Globe and Mail (April 11): "Mexican voters may still think that Mr. Fox is a 'good guy' but they feel disappointed after the promises that he made in 2000…. Raquel Fernandez, a 19-year old student in the city of Apizaco, northeast of Mexico City, said that people expected a lot of Mr. Fox but in the end, '… instead of promoting progress, he did the opposite and we're worse off than we were before.'"

This sense of dissatisfaction has translated into a steadily increasing number of persons, especially children, crossing into the U.S. illegally. According to Cuba's Prensa Latina: "The number of Mexican minors who illegally cross the border with the United States continues to grow and doubled only in the first quarter of 2006. Numbers given by the Government Secretary's Office, mentioned by La Jornada daily, showed that 3,289 Mexicans from newborn babies to 17-year old youths were deported in that period. The daily said 1,566 children were returned to the authorities of the National Migration Center in the same period of last year."

Our evidence draws casual relationships – a slow Mexican economy increases immigration 

Roberts and Ortega 08, James Roberts, research fellow of economics at the Center for International Trade and Economics, and Israel Ortega, senior media services associate at the Center for International Trade and economics, “Mexico needs reforms,” June 3rd, 2008, Latin Business Chronicle, http://www.latinbusinesschronicle.com/app/article.aspx?id=2468 MC

The health of Mexico's economy has a direct impact on U.S. immigration patterns. The failure of the Mexican economy to perform at peak efficiency and to realize its full potential over the past half-century has resulted in a flood of unemployed semi-skilled and unskilled Mexican job hunters seeking employment with their alluringly successful neigh­bor to the north. Illegal workers from Mexico are often willing to accept lower wages than legal U.S. workers will accept. U.S. employers in various labor-intensive fields operate much more efficiently than their Mexican counterparts do, and these lowwage workers magnify that productivity. The artifi­cially low cost of this labor (which also does not include all of the taxes necessary to offset the addi­tional costs to the government that are generated by these new residents) has created a strong demand for illegal workers from Mexico.
Mexico Econ: Heg
Specifically encouraging growth is the only way to prevent drug violence and state collapse

Barnes 11 – (4/29/11, Joe, Bonner Means Baker Fellow James A. Baker III Institute for Public Policy Rice University, “Oil and U.S.-Mexico Bilateral Relations,” http://bakerinstitute.org/publications/EF-pub-BarnesBilateral-04292011.pdf, MH)

In summary, the slow decline of Mexican oil production, in and of itself, is unlikely to have a dramatic impact on international petroleum markets or prompt any dramatic response from the United States. There is, however, one set of circumstances which this decline would capture Washington’s attention. That is the extent to which it contributes to significant instability in Mexico. There is already a short- to medium-term risk of substantial instability in Mexico. As noted, the country is enduring extremely high levels of drug-related violence. Even if the Mexican government eventually succeeds in its efforts to suppress this violence, the process is likely to be expensive, bloody, and corrosive in terms of human rights. A period of feeble economic growth, combined with a fiscal crisis associated with a drop in revenues from Pemex, could create a “perfect storm” south of the border. If this were to occur, Washington would have no choice but to respond. In the longer-term, the United States has a clear interest in robust economic growth and fiscal sustainability in Mexico.34 There is at least one major example of the U.S. coming to Mexico’s aid in an economic emergency. In 1994, the United States extended US$20 billion in loan guarantees to Mexico when the peso collapsed, in large part to make U.S. creditors whole.35 Not least, a healthy Mexican economy would reduce the flow of illegal immigration to the United States. To the extent that prospects for such growth and sustainability are enhanced by reform of Pemex, the United States should be supportive. It might be best, in terms of U.S. economic and commercial interests, were Pemex to be fully privatized, but even partial reforms would be welcome. Not all national oil companies are created equal: Pemex’s development into something like Norway’s Statol would mark an important improvement.36 

Mexican collapse causes U.S. isolationism

Haddick 08 – (Robert, Managing Editor, Small Wars Journal, former U.S. Marine Corps officer, advisor for the State Department and the National Intelligence Council on irregular warfare issues, former Director of Research at the Fremont Group, http://westhawk.blogspot.com/2008/12/now-that-would-change-everything.html, MH)

There is one dynamic in the literature of weak and failing states that has received relatively little attention, namely the phenomenon of “rapid collapse.” For the most part, weak and failing states represent chronic, long-term problems that allow for management over sustained periods. The collapse of a state usually comes as a surprise, has a rapid onset, and poses acute problems. The collapse of Yugoslavia into a chaotic tangle of warring nationalities in 1990 suggests how suddenly and catastrophically state collapse can happen - in this case, a state which had hosted the 1984 Winter Olympics at Sarajevo, and which then quickly became the epicenter of the ensuing civil war. In terms of worst-case scenarios for the Joint Force and indeed the world, two large and important states bear consideration for a rapid and sudden collapse: Pakistan and Mexico. Some forms of collapse in Pakistan would carry with it the likelihood of a sustained violent and bloody civil and sectarian war, an even bigger haven for violent extremists, and the question of what would happen to its nuclear weapons. That “perfect storm” of uncertainty alone might require the engagement of U.S. and coalition forces into a situation of immense complexity and danger with no guarantee they could gain control of the weapons and with the real possibility that a nuclear weapon might be used. The Mexican possibility may seem less likely, but the government, its politicians, police, and judicial infrastructure are all under sustained assault and pressure by criminal gangs and drug cartels. How that internal conflict turns out over the next several years will have a major impact on the stability of the Mexican state. Any descent by the Mexico into chaos would demand an American response based on the serious implications for homeland security alone. Yes, the “rapid collapse” of Mexico would change everything with respect to the global security environment. Such a collapse would have enormous humanitarian, constitutional, economic, cultural, and security implications for the U.S. It would seem the U.S. federal government, indeed American society at large, would have little ability to focus serious attention on much else in the world. The hypothetical collapse of Pakistan is a scenario that has already been well discussed. In the worst case, the U.S. would be able to isolate itself from most effects emanating from south Asia. However, there would be no running from a Mexican collapse. 

Mexico Econ: US
The U.S. and Mexico are economically intertwined

Baker Institute, 11 (Rice University’s Baker Institute on Public Policy Report, Energy Forum, “THE FUTURE OF OIL IN MEXICO,” June 2011, http://www.bakerinstitute.org/programs/energy-forum/news/news/the-future-of-oil-in-mexico, MH)

While U.S.-Mexico relations have been shaped by the fundamental asymmetry of power between the two countries, it should be stressed that the asymmetry does not imply that the United States can impose its will on Mexico. The energy sector, the subject of this study, is an illustrative case in point. In two important instances—the Mexican nationalization of the oil industry in 1938 and the negotiations leading to NAFTA—the United States ultimately yielded easily and unequivocally to the Mexican position (Barnes 2011). Moreover, the fundamental imbalance between the two countries exists within the context of increasing interdependence. Economically, the United States and Mexico have never been so closely intertwined. Trade across the 2,000-mile border is huge and much in Mexico’s favor. In 2009, a year of poor economic performance in both countries, Mexico’s exports to the United States were US$177 billion; U.S. exports to Mexico were US$129 billion. The United States has run a trade deficit with Mexico every year since 1994 (Barnes 2011). Besides sustaining Mexico’s fiscal well-being, Mexican oil exports serve U.S. energy-security interests. All things being equal, sustained Mexican production enhances both the quantity and diversity of world supply. Moreover, since U.S.-Mexico relations are friendly, there is no risk, as with the case of increased oil production in “countries of concern,” for instance, that enhanced Mexican oil revenues will be put to purposes injurious to other U.S. interests (Barnes 2011). But as beneficial as Mexico’s oil exports to the United States have been, it is important to put the consequences of the projected decline in Mexican oil production into perspective. Mexico may be an important producer, but its petroleum output represents less than 5% of the world total. In terms of the Western Hemisphere, any decline in its production over the next 25 years is likely to be offset by increased production elsewhere in the region, notably in Brazil and Canada (Barnes 2011). 

Mexico Econ: World Econ

Mexican economy is key to global economy

Champney 11, Dawn Kristof Champney, president of the Water and Wastewater Equipment Manufacturers Association, “When Mexico Sneezes, Global Economy Catches the Flu”, Summer 2011, From Water World, http://www.waterworld.com/index/display/article-display/363208/articles/waterworld/volume-25/issue-6/departments/wwema-corner/when-mexico-sneezes-global-economy-catches-the-flu.html MC
So what does all this have to do with the water industry? It is just another example of how ours is a global community. It used to be that when America sneezes, the rest of the world catches a cold. Seems that’s no longer the case. To try to shelter ourselves from the world around us is naïve at best; destructive at worst. Mexico is a critical trading partner for companies in the water and wastewater industry. The “perfect storm” it faces will undoubtedly curtail investment plans for its infrastructure, meaning less business opportunities – and less jobs – for U.S. companies serving Mexico’s water and wastewater markets.
Mexican economic crisis spills over internationally and greatly harms US economic interests

Westhawk 08, Jay Westhawk, retired research director and manager for a private investment firm and former US Marine Corps officer; infantry company commander, and artillery battalion staff officer, "Now that would change everything," December 21st, 2008, http://westhawk.blogspot.com/2008/12/now-that-would-change-everything.html MC

Yes, the “rapid collapse” of Mexico would change everything with respect to the global security environment. Such a collapse would have enormous humanitarian, constitutional, economic, cultural, and security implications for the U.S. It would seem the U.S. federal government, indeed American society at large, would have little ability to focus serious attention on much else in the world. The hypothetical collapse of Pakistan is a scenario that has already been well discussed. In the worst case, the U.S. would be able to isolate itself from most effects emanating from south Asia. However, there would be no running from a Mexican collapse.

Mexican economic crisis goes global

Rangel 95, Enrique Rangel, fellow at the Monterrey Bureau, “Pressure on the Peso,” November 28th, 1995, from The Dallas Morning News, lexis, MC

All year long, thousands of foreign investors have nervously watched Mexico’s volatile financial markets as the Clinton administration and congressional leaders debated the pros and cons of bailing out a battered currency. With the exception of 1982 - when Mexico defaulted on its foreign debt and a handful of giant New York banks worried they would lose billions of dollars in loans - few people abroad ever cared about a weak peso. But now it’s different, experts say. This time, the world is keeping a close eye on Mexico’s unfolding financial crisis for one simple reason: Mexico is a major international player. If its economy were to collapse, it would drag down a few other countries and thousands of foreign investors. If recovery is prolonged, the world economy will feel the slowdown. “It took a peso devaluation so that other countries could notice the key role that Mexico plays in today’s global economy,” said economist Victor Lopez Villafane of the Monterrey Institute of Technology. “I hate to say it, but if Mexico were to default on its debts, that would trigger an international financial collapse” not seen since the Great Depression, said Dr. Lopez, who has conducted comparative studies of the Mexican economy and the economies of some Asian and Latin American countries. “That’s why it’s in the best interests of the United States and the industrialized world to help Mexico weather its economic crisis,” he said. The crisis began last December when the Mexican government devalued the currency. Last March, after weeks of debate, President Clinton, the International Monetary Fund and a handful of other countries and international agencies put together a $ 53 billion rescue package for Mexico. But despite the help - $ 20 billion in guarantee loans from the United States - Mexico’s financial markets have been volatile for most of the year. The peso is now trading at about 7.70 to the dollar, after falling to an all-time low of 8.30 to the dollar Nov. 9. The road has been bumpy, and that has made many - particularly U.S. investors - nervous. No country understands better the importance of Mexico to the global economy than the United States, said Jorge Gonzalez Davila, an economist at Trinity University in San Antonio. “Despite the rhetoric that you hear in Washington, I think that most people agree - even those who oppose any aid to Mexico - that when Mexico sneezes, everybody catches a cold,” Mr. Gonzalez said. “That’s why nowadays any talk of aid to Mexico or trade with Mexico gets a lot of attention,” he said. Most economists, analysts and business leaders on both sides of the border agree that the biggest impact abroad of a prolonged Mexican fiscal crisis may be on the U.S. economy, especially in Texas and in cities bordering Mexico.
High Oil Prices Good- Economy
Mexican economy needs reforms—these can only be funded with revenue from high oil prices

OECD, 11 (Organization for Economic Co-operation and Development Economic Surveys, “Fiscal reform for a stronger fairer and cleaner Mexican economy” May 2011, ABI/INFORM Global, http://proquest.umi.com.proxy.lib.umich.edu/pqdlink?did=2358645781&Fmt=2&rqt=309, MH)

With slow growth and high inequality Mexico needs investments in infrastructure, education and social policies, Mexico has increased spending in all of these areas. This was easily financed thanks to fiscal reforms in 2007 and 2009 as well as high oil prices in recent years. The Mexican government should improve the efficiency of its public spending. Mexico spends significant sums on energy subsidies, which are in large part captured by higher-income groups. Moreover, these subsidies are not in line with Mexico's ambitious goals to reduce greenhouse gas emissions. Agricultural spending should be re-structured to finance more investment in public goods and less support for producers. Broadening the tax base by withdrawing some of the most distortive tax expenditures would make an important contribution to strengthen revenues. This would also help make the tax system simpler, thus reducing compliance costs as well as opportunities for tax avoidance and evasion. 

Mexico benefits from high oil prices—makes it resilient to recessions, 2008 proves

Spicer, 8 (Jonathan Spicer—Reuters Business analyst, Edmonton Journal, “Countries with oil see markets flourish; Canada, Brazil, Mexico benefit from high prices, but nations dependent on imports hurting,” 24 May 2008, http://dl2af5jf3e.search.serialssolutions.com, MH)

It's been a bloody year for world stocks, but above the fray, Canada stands with Brazil and Mexico as the only countries with unscathed major indexes. The pattern is that soaring oil has treated these three well, and left others grappling with its high costs. But Canada has a second trump card in its hand: the steady Canadian dollar, which allows global investors to park money in North American energy stocks without worrying too much about taking a hit on foreign exchange. "When global investors look at Canada they're making a currency call and a sector bet," said John Johnson, chief strategist for Harbour Group at RBC Dominion Securities. Conventional thinking is that countries that produce the hottest commodities are unlikely to see their currencies decline. While nearly 30 per cent of Toronto's main index is devoted to energy firms, Sao Paulo's benchmark -- which has outperformed all major stock indexes by far in 2008 -- counts oil giant Petrobras as its biggest listing. And in Mexico, oil is the top source of foreign currency. With crude futures logging record highs above $135 a barrel this past week, speculators are snapping up shares of energy producers to get in on the party. The rush has brought new capital, liquidity and a record surge to the Toronto Stock Exchange's S&P/TSX composite index , which this week surpassed the 15,000-point level for the first time and closed Friday at 14,723.36. The Canadian dollar, meanwhile, has quietly stabilized against the U.S. dollar, settling since November in a narrow range near par as both countries have slashed interest rates to cushion the economic downturn. "The Canadian dollar is going to stick around par for now, and, if anything, the pressure will continue to push against the U.S. dollar," said Michael Sprung, president at Sprung & Co. Investment Counsel. The stability means that investors can ride the oil wave with stocks such as EnCana or Suncor, and avoid less-stable regions of the oil-producing world. In Canada, the No. 1 supplier of oil to the United States, the benchmark index has risen more than six per cent so far this year. In Mexico, the world's sixth-biggest crude exporter, the IPC stock index is up more than five per cent. Brazil's Bovespa index, meanwhile, has soared nearly 12 per cent as that country benefits from growing oil production and its status as the world's top exporter of the alternative fuel ethanol. All other major indexes, from Tokyo to London to New York, are lower in 2008. Although the giant credit pinch is a key culprit, oil-weary investors have also priced in the effect that inflation and higher costs will have on consumers and corporations. "There are two types of markets in the world: countries that have lots of oil, and then there are countries that are getting crippled by the price of oil," said Andrew Martyn, portfolio manager at Davis-Rea. The influx of international interest in Canada has skewed the TSX's gains heavily toward its energy shares, striking profit envy among some long-time blue-chip stock holders, observers say. Portfolio managers, under pressure from clients, can either chase oil or wait for a pullback. Francis Campeau, a broker at MF Global Canada in Montreal, said the question now is whether the TSX can justify outperforming the European stocks by as much as 20 per cent in 2008. "Foreigners keep buying into the TSX, and the (Canadian) dollar is not about to go down," he said. "So until the oil bubble bursts -- and I'm not saying it will -- there is no reason to get out of Canada just yet." 
High oil prices cause the Mexican economy to grow—higher prices mean higher revenues 

Martin et al, 11 (Sergio Martin--Chief Central America Economist for HSBC Global Research with a concentration on Mexico, “Mexico Economics,” 15 March 2011, http://www.research.hsbc.com/midas/Res/RDV?p=pdf&key=LCeVYFLmBt&n=293460.PDF, MH)

For Mexico’s economy oil price hikes should be mostly beneficial. As a net oil exporter, higher prices mean higher revenues. We now project the Mexican oil mix to average USD97/bbl compared to our previous forecast of USD85.4/bbl. Based on this, oil exports will increase to 4.6% from 4.0% of GDP, while oil imports will rise to 2.6% from 2.4% of GDP. In the fiscal sector gains would be greater because the Congress planned the budget revenues, and consequently expenditure, with a more conservative oil price at USD65/bbl, which is USD32/bbl below our new projection of USD97/bbl. From a budget perspective, this amounts to a net gain of 0.7% of GDP in the fiscal balance Some of these gains would be likely used for contingency funds, some to increase the gasoline subsidy and others to infrastructure investment. …in most variables… If oil prices maintain an annual average of about USD100/bbl for WTI or USD105/bbl for Brent, which are consistent with our projections for the Mexican mix, the Mexican economy will mostly benefit, but there are also some risks. During the rest of this report we analyze the effects that higher oil prices will likely have on the following variables: Economic activity The exchange rate Inflation The monetary policy rate Fiscal accounts The external current account. Economic activity: still holding well Although the recent spike in international oil prices has prompted the HSBC US economists to revise down GDP figures for 2011 to 3.2% from 3.4%, which could affect the Mexican economic growth (See: US Monthly Economic Update, 28 February 2011), we maintain our GDP forecast. 

High oil prices won’t hurt consumer prices or increase inflation

Martin et al, 11 (Sergio Martin--Chief Central America Economist for HSBC Global Research with a concentration on Mexico, “Mexico Economics,” 15 March 2011, http://www.research.hsbc.com/midas/Res/RDV?p=pdf&key=LCeVYFLmBt&n=293460.PDF, MH)

The increase in oil prices should not negatively affect consumer prices in Mexico because gasoline and other oil derivatives are under a scheme of agreed prices with a monthly slippage to converge eventually to international prices. For example, regular gasoline has an increase of 8 MXN cents per month and the price has increased 15.5% since this slippage was reintroduced in December 2009. In 2011, the average increase will be 8.6% double the estimated average inflation of 4.1%, but much lower than the assumed average oil increase of 32%. Therefore, the oil derivatives price impact on consumer prices is diluted on a monthly basis and would not all be translated this year. Obviously, this procedure involves a fiscal cost that we will comment on in the fiscal section below. USD-MXN vs. S&P500 Index USD-MXN vs. oil prices Additionally, inflation would continue to benefit from the mentioned peso strength and relatively low international inflation, as well as still weak domestic demand (see Mexico Economics: Economic growth is not all, 3 March 2011 and From recovery to expansion, 28 February 2011) 

High oil prices are important for the Mexican public sector as well as the overall economy

Martin et al, 11 (Sergio Martin--Chief Central America Economist for HSBC Global Research with a concentration on Mexico, “Mexico Economics,” 15 March 2011, http://www.research.hsbc.com/midas/Res/RDV?p=pdf&key=LCeVYFLmBt&n=293460.PDF, MH)

Oil exports are important for the Mexican economy since they represented 4.0% of GDP in 2010. However, more important than for the economy as a whole, oil exports are crucial for public sector finances. The revenues associated with both domestic and foreign oil income represented one third of total revenues in 2010. This percentage may increase to 37% in 2011 because of higher oil prices. The fiscal budget assumes an average oil price of USD 65.4/bbl. If the Mexican oil mix price reaches USD97/bbl our estimates indicate that the excess oil revenues would be USD17.3bn, which is 1.4% of GDP. Nonetheless, these oil revenues are gross in the sense that Mexico also imports oil derivatives. For example, 40% of total gasoline consumption is imported. As a result, the net oil revenues are approximately half of the gross revenues. For instance, oil exports reached USD41.7bn while imports were USD21.4bn in 2010. 

High oil prices are key to ensuring the Mexican economy has revenue

Morley 08, Robert Morley, economic analyst focusing on US trade relations, “Disorder South of the Border,” July 8th, 2008, from The Trumpet, http://www.thetrumpet.com/?q=5309.3600.0.0&preview MC

Additionally, since pemex is government-owned, its annual profits are used to cover government spending as opposed to exploration and development. Instead of creating future revenues, current revenues subsidize the living standards of the Mexican populace. The state requires pemex to sell fuel at prices sometimes less than half the market value. This kind of management has virtually bankrupted the company, despite the fact that oil is trading at over $140 per barrel. In 2006, pemex was the most indebted oil company on the planet. If not for record-high oil prices, both pemex and Mexico would have already faced a severe budget crisis. With 40 percent of government revenues at risk, the whole country could have easily descended into chaos, with resultant devalued currency, rising interest rates and much higher taxes. Record oil prices have temporarily plugged the gap left by plunging production levels. But if high oil prices eventually retreat, Mexico is going to face a huge cash crunch. For now, there are other serious ramifications. Declining Mexican oil production means that either Mexicans or Americans will have to do without. With global oil supplies as tight as they are, either decision will have far-reaching effects. Mexico is left with ugly choices. If it chooses to reduce exports to America, it will lose its largest source of foreign capital. Consequently, the Mexican trade gap will soar, government spending will plummet, and the peso will come under intense pressure—leading to price inflation even more severe than current levels. Yet if Mexico decides to restrict local supply in order to maintain its foreign income streams, it risks choking off local commerce by inducing local price spikes and shortages not only of fuel, but also of essential petrochemical products like lubricants, synthetic fabrics, plastics and fertilizer. A cauldron of social and political upheaval is bubbling. Mexico’s easy oil days are over. Currently, it looks like Mexico has decided to limit exports to America, recently announcing a sizeable reduction of 150,000 barrels per day. So America’s easy oil days are ending too.

High oil prices are essential to the Mexican economy

Agren 11, David Agren, political and national affairs analyst for The News in Mexico City, “Oil: The Mexican Cartel’s other deadly business,” June 1st, 2011, from The Globe and Mail, http://www.theglobeandmail.com/news/world/americas/oil-the-mexican-cartels-other-deadly-business/article1845378/page1/ MC
The Mexican government depends on oil revenue for approximately 40 per cent of its budget. Politicians have preferred to depend heavily on Pemex revenue instead of raising other taxes, leaving the company indebted and lacking adequate funds in past years for exploration and maintenance. Non-oil tax revenue amounts to approximately 10 per cent of GDP, one of the lowest rates in Latin America. 

Oil is a lynchpin to the Mexican economy

Martin et al. 11, Sergio Martin, economist and fellow for HSBC, Mexico, “Economies and Strategy Latin America – Mexico,” March 15th, 2011, from HSBC, http://www.research.hsbc.com/midas/Res/RDV?p=pdf&key=LCeVYFLmBt&n=293460.PDF MC
Oil price hikes are mostly beneficial to Mexico, but only up to a point. Being a net oil exporter, higher oil revenues help the Mexican economy. However, Mexico can also be affected by a “risk-off” factor generated by events in the Middle East, as it introduces uncertainty in the global economy and, in particular, the US economy. We mostly believe that higher oil revenues have a positive effect on economic and financial variables in Mexico. Higher revenues support economic growth, help to maintain low inflation, support a strong MXN, offer room to keep the monetary policy rate on hold, strengthen government coffers, and tend to reduce the external current account deficit.
2NC U.S.-Mexico Relations
Energy trade is key to US-Mexico relationship

Baker Institute, 11 (Rice University’s Baker Institute on Public Policy Report, Energy Forum, “THE FUTURE OF OIL IN MEXICO,” June 2011, http://www.bakerinstitute.org/programs/energy-forum/news/news/the-future-of-oil-in-mexico, MH)
 The energy industry plays an important role in the Mexican economy, and energy trade is a major component to the U.S.-Mexico relationship. The Mexican government relies on the oil industry for 35 percent of total government revenues, including taxes and direct payments from Petróleos Mexicanos (Pemex), the state oil company. Mexico is the third-largest foreign crude oil supplier to the United States. However, with declining production and rising demand, Mexico could become a net oil importer in the coming decade. President Calderón pushed for energy sector reform in Mexico, but more reforms will be needed for Mexico to reverse its current path toward importer status. To examine these issues, this study identifies the dynamics of the political trends in Mexico that will impact future energy policy. Through this project, the Baker Institute seeks to promote a better understanding of the challenges facing Mexico’s oil sector and to enhance the debate among policymakers, the media and industry on these important issues. 

Relations with Mexico key to American military power
Morales 11, Isidro Morales, professor at the Monterey Institute of Technology and Higher Education, “The Energy  Factor in Mexico-US Relations,” April 29th, 2011, from the Baker Institute, http://www.bakerinstitute.org/publications/EF-pub-MoralesFactor-04292011.pdf MC
With the inception of NAFTA in 1994, and the emergence of a new security alliance between the two countries with the establishment of SPP (2005) and the Mérida Initiative (2007). The bilateral relationship between Mexico and the U.S. might evoke memories of WWII. However, in this new edition of global warfare, conventional oil resources are not as crucial as 70 years ago. Instead, technology, intelligence gathering, critical infrastructure, competitiveness, and a more diversified mix of energy resources, in which non-conventional and renewable fuels are critical, have become much more important devices for coping with the security challenges of the 21st century. In this regard, Mexico’s assets in terms of territory, people, natural resources, and governance capabilities have moved the country from being a simple buffer zone to a critical pivot. If the pivot turns unstable, unsafe, and unpredictable, this will directly impact the U.S.
Oil Key to Relations

Empirically, oil is central to the Mexico-US partnership – WWII proves

Morales 11, Isidro Morales, professor at the Monterey Institute of Technology and Higher Education, “The Energy  Factor in Mexico-US Relations,” April 29th, 2011, from the Baker Institute, http://www.bakerinstitute.org/publications/EF-pub-MoralesFactor-04292011.pdf MC
World War Il highlighted Mexico’s geopolitical importance to U.S. global interests, and made clear the significance of the country’s oil resources, When Mexico’s oil expropriation took place in March 1938, China and Japan were at war and Italy had manifested its expansionist ambitions in Ethiopia. Spain was in the midst of a major civil war and Hitler had already launched an aggressive German rearming that threatened surrounding democracies. Ideologically, the Western world was already divided between “fascists” and “liberals.” Private companies and foreign governments, including the United Kingdom, the Netherlands, and the U.S., reacted to the Mexican expropriation by condemning and seeking the reversal of the decision. The UK cut diplomatic relations, but the U.S. government maintained a window of negotiation with the Cardenas government and subsequently with the Avila Camacho administration (1940-1946), even while supporting the embargo launched by most private firms that operated in Mexico prior the nationalization.4 When it became evident that a new global war was brewing in Europe, Washington promptly accepted the oil expropriation as a fait accompli and made Mexico a “buffer zone” for reducing armed aggression from Japan via the Pacific. The U.S. joined the war after the Pearl Harbor attack at the end of 1941, and, in 1942, established with Mexico the bilateral Joint Mexican- United States Defense Commission. The commission’s purpose was to formalize Mexico’s military, political, and economic support to the American war effort, as well as to define Mexico’s role in major conflicts involving the U.S. Under American assistance and financial sponsorship, military bases were established in Mexican territory with the purpose to repel a possible Japanese attack coming from the Pacific. In May of the same year, Mexico joined the war, became part of the Allies coalition, and conceded to the U.S. army the right of transit across Mexico’s air space. Additionally, the U.S. government gave significant loans to Mexico to upgrade communications infrastructure and to ensure macroeconomic stability. These loans signaled the reintegration of Mexico into international financial markets, from which Mexico had been excluded since 1914 amid revolutionary upheaval and the radical reforms introduced by its new constitution. As part of this military initiative, the U.S. and Mexican governments negotiated the terms and conditions for compensating the oil companies expropriated in 1938, and, against the will of major oil companies, the U.S. formally lifted the oil embargo. The U.S. government also extended a first oil loan in 1944, through the Eximbank, specifically for increasing the production of the gasoline and eventually crude oil that was urgently needed by the U.S. army (Meyer and Morales 1990, 88-89; Vázquez and Meyer 2003, 148-176). The imperatives of WWII clearly made Mexico’s oil resources a strategic asset for U.S. military and geopolitical interests, especially because Mexico had had to sell to Germany crude oil cargoes prior to the war. To ensure military, political, and economic cooperation from Mexico in the war efforts, Washington sought a middle ground between Mexico and private oil companies, laying the groundwork for a mutually satisfactory compensation deal with the Mexican government. Between 1940 and 1947, Mexico reached different pacts with all foreign companies operating before the expropriation, making irreversible the nationalization of the industry. Besides the pressures of the war effort, the subordination of private interests to U.S. national interests is also explained by the inception of U.S. President Franklin D. Roosevelt’s Good Neighbor Policy.” This policy’s main goal was to build geostrategic and economic support for U.S. interests in the Western hemisphere without military intervention during a period of major geopolitical changes. Consequently, the Mexico-U.S. alliance went beyond the military and oil calculations. In addition to establishing the bilateral defense joint commission and oil bilateral cooperation in 1942, the U.S. also negotiated a guest workers program. This allowed Mexican workers to be employed in the U.S. on a seasonal basis, ensuring a sufficient labor force as required by the wartime economy.5 At the end of that year, Mexico’s foreign debt was rescheduled and renegotiated. A trade agreement was also reached that lowered tariffs for key products such as minerals, metals, and agricultural and livestock products (Chacón 2008). In this way, Mexico made significant economic contributions to the U.S. war effort, strengthening the importance of Mexico in U.S. eyes.

Relations key to Econ

Relations key to economic cooperation and development
Villarreal 2/24 (M. Angeles, “U.S.-Mexico Economic Relations: Trends, Issues, and Implications,” CRO, http://www.fas.org/sgp/crs/row/RL32934.pdf)//mat

Also of interest to many policymakers is the economic disparity between the two countries and migration issues. The United States and Mexico have been involved in ongoing efforts to address economic prosperity and regulatory economic cooperation. In 2009, President Barack Obama met with Mexican President Felipe Calderón and Canadian Prime Minister Stephen Harper in Guadalajara Mexico to discuss issues of prosperity and security in North America. In May 2010, Mexican President Calderón made a state visit to the United States in which he emphasized the need for increased cooperation in North America to increase the competitiveness of the region. In a meeting hosted by President Obama, the two leaders reaffirmed their shared values and the need for focusing on economic growth. They vowed to enhance and reinforce efforts to create jobs, promote economic recovery and expansion, and encourage prosperity across all levels of society in both countries. President Obama underscored his commitment to comprehensive immigration reform in the United States while President Calderón stated that his administration was committed to creating more job and educational opportunities in Mexico. 
US-Mexico relations solve the economy

Mares 10 (David R., “The U.S.-Mexico Relationship: Towards a

New Era?” Center for U.S.-Mexican Studies, 1/1, http://usmex.ucsd.edu/assets/024/11646.pdf)//mat
Globalization Globalization is an economic process that seeks to determine the allocation of land, capital and labor on a world-wide basis. This process attempts to mold countries and incorporate them into an exchange process determined by the logic of a global market. All countries resist that process to some degree, depending largely upon their endowments of natural resources, capital and skilled labor. In and of itself, globalization is a process that produces both positive and negative results; how those results are dealt with is influenced, but not determined by the globalization process. The challenge for countries is to develop policies that will mitigate the adjustment costs and facilitate the movement of capital and labor into productive and competitive enterprises. No country, including the U.S., is immune from these challenges. National responses will have their domestic and international components, and making these two interconnected spheres work together can be difficult. Economic integration is one potential response by countries to the globalization process. Integration is built upon national policies that facilitate and promote the complementarities of national economies; de facto integration by the pull of market forces can never go far enough on its own to generate the level of integration that is advantageous in competing with extra-regional forces. There are competing paths to sub-global integration, but each have the common goal of dealing with globalization in a manner that promotes and defends the interests of the nations involved in that particular integration scheme. The globalization process has its own dynamic but is ultimately dependent on the major consuming countries and providers of capital adopting policies that keep barriers to the process low. The U.S. needs to develop a strategy to deal with its continued movement out of manufacturing enterprises, a falling dollar, the economic rise of China, growing demands on energy that result in price increases, and the violent backlash against globalization which targets the U.S. as its chief promoter. The U.S. undoubtedly still retains sufficient advantages to bungle its way through the short term but an adjustment that will sustain the country’s standard of living over the medium term will require important decisions concerning the relative incentives facing investors and the social infrastructure undergirding the development of human capital. The US has to rationalize its demand for energy in order to stay on the cutting edge of industrial technology and to divert national income from purchasing ever increasing quantities of oil and gas towards investing in the nation’s productivity. In this revised national strategy Mexico and Canada will play important roles. The US must remember that NAFTA not only helped to prevent negative shocks from spreading to the US border states but also made Mexico an important contributor to US economic well being. A similar response at the present time can assist both countries in surmounting their domestic crises while helping the Mexican government to win its battle against organized crime. With appropriate policies in the US stimulating development in Mexico, the latter, with its 108 million people, could also contribute a growing market for US goods and services as well as provide skilled labor. But the U.S. must not only want Mexico to play a more significant role in North America, Mexico itself must want to and adopt the appropriate responses to promote that development. The biggest challenge that Mexico faces for recovering, maintaining and improving its participation in the US market is Chinese competition. Since acceding to the WTO and receiving Most Favored Nation treatment, China has rapidly captured the US market, particularly in labor intensive products. For example, Mexican textile and apparel exports to the US in 2006 fell to US$6.8 billion from US$14 billion in the year 2000, when, thanks to NAFTA, it had been the main supplier, a position China now holds. Ideally, Mexico will confront Chinese and other Asian countries competition by taking advantage of its geographic proximity to the US to produce higher value added products, such as advanced technology products (ATP). Since 2002 Mexico has signed free trade agreements with European, Asian and Latin American countries and attracted new investments in this sector. Mexico has already benefited, with ATP exports to the US rising 149% between 2002 and 2008, to US$40 billion (see Table 1).
Relations key to Alt Energy

Relations solve renewable energy 

Seelke 10- Master of Arts in Latin American Studies (Clare Ribando, “Mexico-U.S. Relations: Issues for Congress,” 6/3, http://fpc.state.gov/documents/organization/145101.pdf)//mat

Environmental Cooperation87 The U.S.-Mexico border region has been the focal point of bilateral conservation and environmental efforts, and some argue that it is an appropriate place to intensify U.S.-Mexican environmental cooperation. 88 The 2,000 mile border region includes large deserts, numerous mountain ranges, rivers, wetlands, large estuaries, and shared aquifers. According to the Environmental Protection Agency, border residents “suffer disproportionately from many environmental health problems, including water-borne diseases and respiratory problems.” 89 The United States and Mexico have been working to address many of these issues through bilateral programs like Border 2012, which relies on local level input, decision-making, and project implementation to address environmental challenges, such as water scarcity. The United States and Mexico have also been collaborating on geothermal energy projects since the 1970s, but the possibility of expanding joint efforts to produce renewable energy sources has just recently returned to the bilateral agenda. On April 16, 2009, President Obama and Mexican President Calderón announced the Bilateral Framework on Clean Energy and Climate Change to jointly develop clean energy sources and encourage investment in climate-friendly technologies. Among others, its goals include enhancing renewable energy, further exploring the potential of carbon markets, and strengthening the reliability of cross-border electricity grids. On January 26, 2010, the U.S. Department of State hosted the framework’s first bilateral meeting, which was attended by officials from an array of agency officials from both countries. Some maintain that efforts to advance progress under the bilateral framework may hasten as Mexico prepares to host the Sixteenth U.N. Climate Change Conference in Cancún from November to December 2010, while others are less certain. Many experts have emphasized the mutual benefits that could result for both countries should Mexico and the United States further integrate their renewable energy markets. With the U.S. demand for renewable energy increasing, Mexico could position itself to act as a reliable and somewhat low-cost supplier of wind energy coming from the states of Oaxaca and Baja California. Some also argue that renewable energy projects could promote development in Mexico. They maintain that several USAID-funded energy programs introduced in the 1990s provided new jobs and foreign investment in Mexico. 90 For example, the Mexico Renewable Energy Program (MREP), which was created by USAID in 1994, sought to ensure long-term partnerships with several U.S. and Mexican organizations. When the program was assessed in 1998, it was noted that MREP helped to bring electricity to remote Mexican communities that were not connected to the cross-border electricity grid and significantly improved not only quality of life in the area but also the people’s ability to contribute to the local economy. 91  

Relations key to Terror/Drugs/Econ

Cooperation key to economy, drug trade, and terrorism
Mares 10 (David R., “The U.S.-Mexico Relationship: Towards a

New Era?” Center for U.S.-Mexican Studies, 1/1, http://usmex.ucsd.edu/assets/024/11646.pdf)//mat
A New Era for the 21 st Century? As we come to the end of the first decade of the 21 st Century, the U.S.-Mexico relationship is facing new challenges and opportunities. The new challenges have been thrown up by the dramatic reach of the economic globalization process, failed efforts to integrate the Western Hemisphere as well as the limits to NAFTA integration, and the need to incorporate new social forces as a result of the beginning of democratization in Mexico and its further development in the U.S. The issues of transnational crime (including the drug trade and terrorism) as well as the illegal flow of labor are the manifestations of an informal integration pushed by the process of globalization. These challenges cannot be ignored, and if dealt with poorly, the results will be detrimental to both. Neither country can deal effectively with these challenges unilaterally; unilateral policies may give each the patina of ‘sovereignty defended’ but that very sovereignty will be undermined as the inefficient unilateral responses sap the country’s resources and create resentments internally that obstruct necessary reforms

Stability Impact: Nuke Terror

Instability in Mexico causes nuclear use and retaliation 

The Hill 09, “Border lawmakers fear drug-terrorism link,” March 7th, 2009, http://thehill.com/leading-the-news/border-lawmakers-fear-extent-of-drug-cartel-violence-2009-03-07.html) MC

Members of Congress are raising the alarm that war-like conditions on the Mexican border could lead to Mexican drug cartels helping terrorists attack the U.S. “When you have…gangs and they have loose ties with al Qaeda and then you have Iran not too far away from building a nuclear capability, nuclear terrorism may not be far off,” said Rep. Trent Franks (R- Ariz.), a member of the House Armed Services committee. The Mexican drug cartels’ violence accounted for more than 6,000 deaths last year, and in recent months it has begun spilling over into the districts of lawmakers from the southwest region, even as far north as Phoenix, Ariz. -- which has become, Franks noted, the “kidnap capital of the U.S.” Rep. Henry Cuellar (D-Texas), whose district borders Mexico, said that while the situation is bad, it could easily get worse. “The goal of the cartels is to make money,” said Cuellar, who sits on the House Homeland Security committee. “If they can smuggle in drugs and human cargo, then certainly they can smuggle other things in, other devices to cause us harm.” “We have not heard of any associations, but is there the possibility? I’ll be the first to say, yeah. They have the routes, they can very easily smuggle in other things. If I was a bad guy in another country, I would go into Central America because the U.S. is not paying the proper attention.”
A2: Mexico Dutch Disease
Mexico isn’t dependent on oil resources—transition wouldn’t hurt their economy

Baker Institute, 11 (Rice University’s Baker Institute on Public Policy Report, Energy Forum, “THE FUTURE OF OIL IN MEXICO,” June 2011, http://www.bakerinstitute.org/programs/energy-forum/news/news/the-future-of-oil-in-mexico, MH)

Barring a collapse in oil prices due to factors beyond Mexico’s control, it is likely that the decline in oil revenues that would ensue from Mexico’s transition to net import status will be gradual rather than rapid, reducing the chances that a sudden, deep crisis will create the political will to make hard choices or unpopular reforms. While this gives time for the government to undertake an orderly adjustment, it can also generate incentives to postpone or adapt to the fall in government revenues through the least costly, short-run solution, such as cutting public investment, which can, at the same time, generate the greatest adverse effects in the long run (Ros 2011). 

A2: US Econ Key

High oil prices are key to Mexican economic stability despite US slow down

Lange and Rojas 08, Jason Lange, financial advisor and economist based in Mexico City, and Luis Rojas, Treasury analyst from Mexico City, “Mexico sees oil revenues bouncing back in 2nd qtr,” June 23rd 2008, From Reuters, http://uk.reuters.com/article/2008/06/23/businessproind-mexico-economy-werner-dc-idUKN2319142620080623 MC
Mexico should see oil revenues bounce back in the second quarter, after a dip in the first quarter, citing revenues above forecast in April, Deputy Finance Minister Alejandro Werner said on Monday. He also said the government will not cut fuel subsidies. Factors that hurt government coffers in the first quarter -- such as lower crude export volumes and a jump in the price and volume of fuel imports -- were not expected to be repeated in the second quarter, and oil revenues would probably be higher than forecast, Werner said. Mexico, which is a key supplier of oil to the United States but a net importer of gasoline, could see waning oil production recover in a few years, and rise substantially thereafter, if Congress approves a proposed oil sector reform, he said. "It's likely that the phenomenon we saw in the first quarter will reverse," Werner told reporters ahead of a regional finance ministers meeting in the Mexican resort of Cancun. He said there was no plan to reduce subsidies on gasoline, diesel and domestic gas that are likely to cost the government close to $20 billion this year. "This idea that the Finance Ministry is going to be forced to adjust (the subsidies) is not backed up by any macroeconomic variable," he said. Werner said oil revenues in April were around 5 billion pesos ($484 million) above forecast, a trend that is expected to continue during the second quarter. Record-high oil prices have been helping Mexico weather an economic slowdown in the United States, its main trading partner, but a drop in oil exports and a jump in the cost of imported gasoline hurt state coffers in the first three months of the year.

National monetary structure prevents US econ collapse from affecting the Mexican economy (might clash with the actual DA)

Gould 08, Jens Erik Gould, senior correspondent for Bloomberg Business, “Mexico Bank May Keep Rate Unchanged After Accord to Hold Prices,” June 20th, 2008, from Bloomberg: Latin America, 

http://www.bloomberg.com/apps/news?pid=20601086&sid=axQMCBXTJ45g&refer=news MC
Mexican consumer prices rose 4.95 percent last month from a year earlier, the most since December 2004, driven by food, housing and air transportation costs. The central bank in April raised its 2008 inflation forecast, saying prices will climb 4.5 percent to 5 percent on an annual basis in the second and third quarters, and as much as 4.75 percent in the fourth quarter. Mexico's government says the economy is less vulnerable to a slowdown in the U.S. than it was during the U.S. recession of 2001. Even so, April industrial production fell 0.8 percent when adjusted for seasonal factors, the national statistics agency said June 17. President Felipe Calderon urged the central bank on June 4 to take into account the spread, or difference, in benchmark interest rates between his country and the U.S. when setting monetary policy. Relatively higher rates in Mexico can strengthen the peso, hurting exporters.

AFF: Alt Causes
Structural Barriers prevent Mexico’s domestic market from being efficient

Levine and Bayroff 12  * writer, journalist and blogger. He currently is a Bernard L. Schwartz Fellow at the New America Foundation, and covers foreign affairs and energy topics for Foreign Policy magazine, where he is a contributing editor and **research assistant at the New America Foundation.(Steve and Logan, The Weekly Wrap -- June 15, 2012, Friday, June 15, 2012,  http://oilandglory.foreignpolicy.com/posts/2012/06/14/the_weekly_wrap_june_15_2012)#SPS

AWOL in Mexico: As this blog has discussed, we appear to be on the cusp of an oil and natural gas boom so massive that it is disrupting geopolitics around the world. The Athabasca Oil Sands in Canada, the Bakken Formation in North Dakota and the ultra-deepwaters of the Gulf of Mexico seem about to spearhead a North American fossil fuels bonanza, at least if drilling advocates have their way. Angola, Brazil and French Guiana are all the scenes of massive gushers. But one country is noticeably absent: Mexico. Where is this former global oil power in all the action? And can it get back in? Mexico used to be a backbone of non-OPEC oil. Powered by the super-giant offshore Cantarell field, it became a principal supplier of oil to the U.S., and contributed to the industry glut of the early 1980s. Today, Mexico is still the world's seventh-largest oil producer -- ahead of Brazil, Nigeria and Venezuela. But crude oil production has fallen off a steep 25 percent in the last eight years -- to 2.5 million barrels a day from 3.4 million barrels a day in 2004. At the same time, Mexicans are consuming much more of their own oil. Within a decade, Mexico could be a net oil importer, according to a report by the James Baker Institute. That could hobble the country's economic growth. The problem is not that the country has run out. Geologically speaking, there's plenty to be excited about, particularly off-shore in the Gulf of Mexico, where Pemex, the state oil company, estimates there are 29 billion oil equivalent barrels. The issue is years of bad law, and the conversion of Pemex into a milking cow for political patronage and government revenue. Even if Pemex discovers a humongous new Gulf field, the Mexican constitution forbids it from sharing ownership of the hydrocarbons with foreign companies, which have the necessary know-how but seek such profit incentive in high-risk projects. Companies behind the booms in Brazil, Canada and the United States enjoy such profit rights (Mexico will award new contracts for oilfield development in the current, more constrained fashion next Tuesday). As for Pemex itself, it is so bloated and hobbled by patronage-induced expenses that next to it, the hollowed-out PDVSA of Hugo Chavez' Venezuela can look like a sleek and disciplined operation. Stephen Johnson of the Center for Strategic and International Studies calls for a housecleaning. "In a private corporation, revenues would be reinvested in field maintenance and exploration leading to greater productivity," he told us. In order to set things right, "the constitution should be amended, Pemex taken out of the government budget, and the company should be run like a for-profit enterprise that pays [only] its fair share of taxes." Johnson said: Then its executives could make decisions on the basis of what's good for the company and its mission, versus what's needed to fund the government. Are such changes in the cards? One indication will be who wins July 1 presidential elections. The leading candidate, Enrique Pena Nieto, supports a constitutional change and structural reforms that could allow reserve-sharing joint-venture deals with foreign companies. So too does competitor Josefina Vazquez Mota. The leftist candidate, Andres Manuel Lopez Obrador, vows to keep Pemex largely as is. Yet even under Pena Nieto, we may not be talking wholesale reform. The PRI, his party, is reliant on organized labor, especially the oil union, which is embedded in Pemex, and likely to block any shift that could jeopardize its perks and perch. 

Alt cause to the economy and stability – drugs 

Caldwell 11 (Human Events Online, Editor of the San Diego Union-Tribune's Sunday "Insight" section, “Drug War Allies,” 11/26/11, http://www.humanevents.com/2007/11/26/drug-war-allies/)//PC

It’s just as clear that Mexico and the United States share an urgent national security imperative. Drug cartels threaten the rule of law in Mexico, a country that shares an 1,800-mile border with the United States. Left unchecked, they might ultimately imperil Mexico’s political stability and economic development. And, as noted, Mexico is either the source or the trans-shipment point for 90 percent of all narcotics entering the United States. The violence and gang warfare spawned by the drug trade have long since crossed the U.S.-Mexico border right along with the tons of drugs coming from Mexico. If ever two countries shared a common enemy, it’s Mexico and the United States against the drug cartels that are a scourge to both nations. The common U.S.-Mexico strategy and joint enforcement efforts represented by the Merida Initiative are desperately needed and long overdue. 

AFF: Decline inevitable
Mexican oil is finite—decline is inevitable

OECD, 9 (Organization for Economic Co-operation and Development Economic Surveys, “Managing the oil economy - Can Mexico do it better?” July 2009, http://proquest.umi.com.proxy.lib.umich.edu/pqdlink?vinst=PROD&fmt=3&startpage=-1&vname=PQD&RQT=309&did=1828846201&scaling=FULL&vtype=PQD&rqt=309&TS=1341080613&clientId=17822, MH)

Pemex is an important but declining part of the Mexican economy. It accounts for about 5% of GDP and 15% of exports. Mexico is also an important player in the world oil economy-it is the 6th largest producer with 5% of world gas and petroleum output in 2006. However, the sector is shrinking as production and proven reserves are declining. As a consequence of higher domestic demand, oil exports have dropped even faster and imports of refined products increased. PEMEX estimates that there are only 8-9 years of oil reserves left in the currently operated oil fields at today's production levels. Geological surveys point to potentially large, untapped reserves extending production for another 9- 10 years, but their assessment would require substantial investments. An equal amount of reserves are estimated to lie in deep waters, which Mexico, previously to the Pemex reform, was unable to access for lack of funds, technology or expertise.
AFF: U.S. Econ Turn 

High oil prices kill the US economy, hurts the Mexican economy 

Martin et al, 11 (Sergio, Chief Central America Economist for HSBC Global Research with a concentration on Mexico, “Mexico Economics Spike in oil prices: Good, but only up to a point,” 3/13/11, 15 http://www.research.hsbc.com/midas/Res/RDV?p=pdf&key=LCeVYFLmBt&n=293460.PDF)//PC
Also, if oil prices continue to increase, the benefits may start to give way to a negative impact through a weaker US economy. Therefore, should oil prices rise to the point that they crimp the nascent US economic recovery, this will likely have a net negative effect on Mexico’s economy. Higher oil international prices abroad will not necessarily be reflected locally. Thus, we see that a front-loading tightening in Mexico is unlikely. While receiving in the 1y to 3y sectors of the TIIE curve appears attractive, these trades have been very sensitive to changes in commodity prices and technical factors. We prefer defensive plays that could hedge against inflation volatility. Thus, we recommend investors pay 2y break even inflation (Trade #58) with target at 4.1% and stop at 3.4% 

**VENEZUELA**

2NC Econ Impact
US oil consumption key to Venezuelan economy
Alvarez and Hanson 9 (Cesar J. Alvarez – Council on Foreign Relations and Stephanie Hanson – covers economic and political development in Africa and Latin America for the Council on Foreign Relations, “Venezuela's Oil-Based Economy,” 2/9/09, http://www.cfr.org/economics/venezuelas-oil-based-economy/p12089)//PC 

Though Venezuela has repeatedly threatened to cut off its oil exports to the United States, analysts say the two countries are mutually dependent. Venezuela supplies about 1.5 million barrels of crude oil and refined petroleum products to the U.S. market every day, according to the EIA. Venezuelan oil comprises about 11 percent of U.S. crude oil imports, which amounts to 60 percent of Venezuela’s total exports. PDVSA also wholly owns five refineries in the United States and partly owns four refineries, either through partnerships with U.S. companies or through PDVSA’s U.S. subsidiary, CITGO. A U.S. Government Accountability Office (GAO) report (PDF) says Venezuela’s exports of crude oil and refined petroleum products to the United States have been relatively stable with the exception of the strike period. The World Bank's Frepes-Cibils says “Venezuela will continue to be a key player in the U.S. market.” He argues that in the short term it will be very difficult for Venezuela to make a significant shift in supply from the United States. Nevertheless, Chavez has increasingly made efforts to diversify his oil clients in order to lessen the country’s dependence on the United States. The GAO report says the sudden loss of Venezuelan oil in the world market would raise world oil prices and slow the economic growth of the United States. 
Drop in oil profit causes political instability
Painter 11, James Painter, senior correspondent for BBC News, “Is Venezuela’s Oil Boom Set to Burst?”, October 28th, 2008, http://news.bbc.co.uk/2/hi/americas/7694757.stm MC
The dizzying collapse in oil prices has started a heated debate in Venezuela about the possible effect on its oil-dependent economy - and the political future of left-wing President Hugo Chavez. Venezuela is particularly vulnerable to oil prices. It is the Western hemisphere's largest oil exporter. More than 90% of its export revenue and more than half of the government's annual expenditure comes from oil. President Chavez's right-wing opponents are hoping a sustained drop in the oil price could curb his heavy spending on social programmes and undercut his support. "Some Venezuelans - the wannabe Yankees - are praying for a continued drop in oil prices," Mr Chavez said recently. "But a price range of US$70 to US$90 a barrel will give us more than enough room." Foreign reserves The Venezuelan economy is set to grow for the fourth year running this year on the back of strong oil prices. Last July the price reached more than US$147, but has slumped at one point recently to below US$60. Oil analysts Goldman Sachs say it could drop to US$50 in the event of a world recession. The former head of the Venezuelan central bank, Domingo Maza Zavala, thinks that anything less than US$70 a barrel would mean current levels of economic activity could not be sustained. "We are on the edge of a precipice and we should prepare for contingencies," says Mr Maza Zavala. "The government is presenting a different panorama to Venezuelans, which is dangerous because the best way of confronting dangers and risks is the truth." Analysts point out that the key factor is the average price of Venezuelan oil over several months and not the price on any particular day. "There is no chance of an economic collapse this year," Jose Manuel Puente, from the Public Policy Centre in Caracas, told the BBC. "Even if the price stays low for the rest of the year, the average price for 2008 will still be around US$95 a barrel". Government officials are also quick to point out that Venezuela has large foreign exchange reserves of nearly US$40bn. That figure rises to well over US$50bn when a special discretionary development fund (Fonden) is included which President Chavez has used to spend mostly on foreign policy initiatives. 'Illusion of harmony' However, even if the short-term outlook may be solid, next year may be another matter if the oil price is consistently below US$60 a barrel, analysts say. Mr Puente says his main concern is the sustainability of current economic policies. He points to three key weaknesses in the Venezuelan economy, which would be exacerbated by a low oil price - a burgeoning fiscal deficit, high inflation, and balance of payments problems. The Chavez government has been running an expansionary fiscal policy in order to pay for many of the social programmes for the poor known as "missions". This is one of the reasons why Mr Chavez remains popular, but the fiscal deficit has mushroomed in the first half of 2008. Inflation is running at 36% in the last 12 months, the highest in Latin America. And the balance of payments is heavily in deficit despite an estimated US$85bn in oil revenues this year. This is because a record amount of imports, nearly half from the US, has been sucked in to fuel a mini-consumption boom. "Everything is linked to the oil boom," says Mr Puente. "If oil prices continue to fall, the country simply will be unable to continue importing to meet rising demand, maintain the exchange rate and the expansionary fiscal policy, and keep this illusion of harmony." Ticking time bomb Critics say President Chavez's aggressive nationalisation policy has put off foreign investors, with the result that most investment now comes from the state, and not private companies. According to figures from the UN Conference on Trade and Development, total foreign investment in Latin America last year was worth about US$126bn. Of this, only US$600m was invested in Venezuela, compared to more than US$8bn in neighbouring Colombia, and US$15bn in Chile. Another structural problem is that despite the high oil prices, Venezuela's oil output has actually been falling, from more than 3m barrels per day in 1997 to about 2.4m bpd now. The problem, according to analysts Oxford Analytica, has been the absence of capital investment and of skilled management personnel in the state oil company, PDVSA. Not all analysts paint a bleak picture. They point out that there are plenty of non-essential activities which the Chavez government could cut both at home and abroad. President Chavez himself has spoken of the need to make revisions and to be more efficient in spending. Few doubt that Mr Chavez will face tighter funding next year - but how much is hard to quantify as the oil price is so volatile. Mr Puente is convinced that the "warning lights on the dashboard" are serious. "In the medium term", he says, "sooner or later the bomb will explode."
Destabilization in Venezuela will spill over into a laundry list of impacts

Manwaring 05, Max Manwaring, Chair of the General Douglas MacArthur Foundation and is a Professor of Military Strategy at the U.S. Army War College, “Venezuela’s Hugo Chávez, Bolivarian Socialism, And Asymmetric Warfare,”  October 2005, from the Strategic Studies Institute, http://www.strategicstudiesinstitute.army.mil/pdffiles/PUB628.pdf MC

President Chávez also understands that the process leading to state failure is the most dangerous long-term security challenge facing the global community today. The argument in general is that failing and failed state status is the breeding ground for instability, criminality, insurgency, regional conflict, and terrorism. These conditions breed massive humanitarian disasters and major refugee flows. They can host “evil” networks of all kinds, whether they involve criminal business enterprise, narco-trafficking, or some form of ideological crusade such as Bolivarianismo. More specifically, these conditions spawn all kinds of things people in general do not like such as murder, kidnapping, corruption, intimidation, and destruction of infrastructure. These means of coercion and persuasion can spawn further human rights violations, torture, poverty, starvation, disease, the recruitment and use of child soldiers, trafficking in women and body parts, trafficking and proliferation of conventional weapons systems and WMD, genocide, ethnic cleansing, warlordism, and criminal anarchy. At the same time, these actions are usually unconfined and spill over into regional syndromes of poverty, destabilization, and conflict.62
Economy Internal Link
Oil key to Venezuelan economic growth 

Alvarez and Hanson 9 (Cesar J. Alvarez – Council on Foreign Relations and Stephanie Hanson – covers economic and political development in Africa and Latin America for the Council on Foreign Relations, “Venezuela's Oil-Based Economy,” 2/9/09, http://www.cfr.org/economics/venezuelas-oil-based-economy/p12089)//PC 

Venezuela's proven oil reserves are among the top ten in the world. Oil generates about 80 percent of the country’s total export revenue, contributes about half of the central government’s income, and is responsible for about one-third of the country’s gross domestic product (GDP). Increases in world oil prices in recent years have allowed Venezuelan President Hugo Chavez to expand social program spending, bolster commercial ties with other countries, and boost his own international profile. Though Chavez has threatened to stop exporting Venezuelan oil and refined petroleum products to the United States, its biggest oil-trading partner, experts say a significant short-term shift in oil relations between Venezuela and the United States is unlikely. The medium-term outlook for state oil company PDVSA is questionable, however, and analysts draw links between PDVSA's profitability and the political stability of the country. Analysts say the recent global financial crisis and sudden drop in oil prices are adding to the oil company's financial turmoil. Venezuela's Economy under Chavez Hugo Chavez took office in 1999. Since then, Venezuela’s economy has remained squarely centered on oil production. In 2006, Chavez announced a nationalization of oil fields managed by foreign companies, which resulted in an increase of the government’s shares in these projects from 40 percent to 60 percent. Government officials argue, however, that economic growth efforts are not solely focused on oil. Venezuela’s ambassador to the United States, Bernardo Alvarez Herrera, wrote in a 2006 Foreign Affairs essay that the non-oil sector, which includes mining, manufacturing, and agriculture, grew 10.6 percent in 2005, “indicating an important diversification of the country's economy.” Yet even if the country is working to diversify,“oil still predominates,” says Miguel Tinker-Salas, a professor of Latin American history at Pomona College. In 2002, the Venezuelan economy experienced a significant downturn following a failed military coup to overthrow Chavez and a two-month strike by the state-run oil company PDVSA. The response to the strike—the dismissal of more than seventeen thousand PDVSA employees—resulted in a rapid drop in GDP between 2002 and 2003. In subsequent years, rising international oil prices helped the economy to recover. In 2007, the International Monetary Fund (IMF) estimates, economic growth was 8.4 percent. Opinion is divided over the effect of Chavez's policies on Venezuela's economy. Some economists say the tremendous rise in social spending under Chavez has greatly reduced poverty and pushed unemployment below 10 percent, its lowest level in more than a decade. According to a February 2008 report from the Washington-based Center for Economic and Policy Research, not only has unemployment dropped, formal employment has increased significantly (PDF) since Chavez took office. But other economists express concerns about the country's high inflation levels. The IMF has forecast inflation of 25.7 percent in 2008 and 31.0 percent in 2009—among the highest rates for any country in the world—and according to news reports, the country is already experiencing food shortages of goods such as sugar and milk. Francisco Rodriguez, former chief economist of the Venezuelan National Assembly, writes in a 2008 Foreign Affairs article that income inequality has increased during Chavez's tenure, and further, Chavez's social programs have not had a significant impact on infant mortality rate or literacy rates among Venezuelans.
The internal link is uniquely true – Venezuela is a major oil exporter to the US 

Alvarez and Hanson 09, Cesar Alvarez and Stephanie Hanson, both economic analysts for the Council on Foreign Relations, “Venezuela’s Oil Based Economy,” The Council on Foreign Relations, February 9th, 2009, http://www.cfr.org/economics/venezuelas-oil-based-economy/p12089 MC
Though Venezuela has repeatedly threatened to cut off its oil exports to the United States, analysts say the two countries are mutually dependent. Venezuela supplies about 1.5 million barrels of crude oil and refined petroleum products to the U.S. market every day, according to the EIA. Venezuelan oil comprises about 11 percent of U.S. crude oil imports, which amounts to 60 percent of Venezuela’s total exports. PDVSA also wholly owns five refineries in the United States and partly owns four refineries, either through partnerships with U.S. companies or through PDVSA’s U.S. subsidiary, CITGO. A U.S. Government Accountability Office (GAO) report (PDF) says Venezuela’s exports of crude oil and refined petroleum products to the United States have been relatively stable with the exception of the strike period. The World Bank's Frepes-Cibils says “Venezuela will continue to be a key player in the U.S. market.” He argues that in the short term it will be very difficult for Venezuela to make a significant shift in supply from the United States. Nevertheless, Chavez has increasingly made efforts to diversify his oil clients in order to lessen the country’s dependence on the United States. The GAO report says the sudden loss of Venezuelan oil in the world market would raise world oil prices and slow the economic growth of the United States.
Venezuelan economic stability is dependent on stable and continued oil trade

Cushingberry 99, Leigha Cushingberry, economic reporter for the Organization Centrorisrose, “A look at the oil crisis in Venezuela,” September 1999, from the Centrorisrose Organization, http://www.centrorisorse.org/a-look-at-the-oil-crisis-in-venezuela.html MC

For property to be exported has to be produced in the country that exported. We have mentioned that oil production is on the order of 2.1 to 2.3 MBD, ie, the maximum you can export to Venezuela is close to the indicated volume. But any country can market worldwide production volumes above, and you can buy from other producers. When the government says it is producing 3.3 MBD, which is indicating is that it has a crude and product availability (production + purchase) of that magnitude to market. It should be noted that the benefits to be gained by the purchase are the difference between paid and the price at which it resells or if you are refining margin for the operation and sale of the product. In other words, it stops receiving the differential between production cost and market value, which is the strongest in the oil business. It is important to note that according to economic experts, today, for every 100 dollars entering the country, 95 from oil, and these PDVSA enters the Central Bank of Venezuela (BCV) 45 dollars, the rest going to other institutions such as FONDEM. In other words, for every $ 100 into the country, only 43 go to the BCV. A country highly dependent on oil production.

Continued Venezuelan growth is dependent on a stable and continuous oil trade

Gupta 11, Girish Gupta, business analyst and masters in applied economics, “High Oil Prices Boost Venezuela's Economy, but Growth Isn't Sustainable”, May 20th, 2011, from Minyanville, http://www.minyanville.com/businessmarkets/articles/venezuela-ecoomy-hugo-chavez-imf-oil/5/20/2011/id/34668,  MC
The Venezuelan economy has grown 4.5% in the first quarter, compared to the same period last year, following two years of recession. This was significantly higher than the expected figure of 1.7%. The IMF predicted 1.4% annual growth for the next five years. The positive news is thought to be the result of a simple balancing of statistics following two years of recession, with the first quarter of last year registering a 4.8% decline thanks in part to an electricity crisis. This, coupled with a 10.4% rise in expenditure, has helped private consumption to recover, according to a briefing note sent out by Barclays Capital. According to central bank president Nelson Merentes, the public sector grew 3.3% while the private sector grew 4.6%. Imports rose 22% during the period. Despite the 1.8% decline in oil production, Venezuela’s primary money-spinner, revenues from oil exports increased 25.7%, or $4 billion, thanks to high international prices. Alejandro Grisanti of Barclays Capital believes that it is oil prices that Venezuela has to thank for the news. “The result suggests the continuity of an unsustainable growth model that depends on increasing oil prices to propel domestic demand,” he says. “In the short run, we expect the government to continue to stimulate the economy by increasing expenditures, which could put the public sector in a more vulnerable position over the long term and may require significant reform after the 2012 presidential election.” However, the Financial Times was quick to point out that the strongest growth (8% plus) experienced by Venezuela came in 2006 and 2007, when oil prices were around $60 a barrel. “It seems that oil prices now need to be much higher to support similar levels of growth, thanks to the government’s unorthodox economic policies,” says Benedict Mander. “[These] have failed to stop continued high inflation and left the private sector’s productive apparatus much diminished after ongoing expropriations and nationalisations.” President Hugo Chávez, as per usual, ignored the more nuanced analyses, keen to celebrate, tweeting: ““Well, steady growth once again started within our economy! Let’s push on everyone! Workers in the vanguard! We shall overcome!” Financial minister Jorge Giordani added: “Venezuela is turning the page and is in recovery,” Giordani said. “Growth will contribute to President Chavez’s leadership in the 2012 elections.” News was not all good in Venezuela, however. Inflation was up 1.4% in April from March, which is 22.9% up from April 2010. “Nothing exemplifies the mismanagement of Venezuela more than the electricity crisis,” says Miguel Octavio writing on his infamous Devil’s Excrement blog. The crisis has been apparent for years and even hit the capital city Caracas recently. Rather than simply blame the lack of investment, Octavio puts pressure on the lack of planning and “capable people”. The government has said, however, that it expects Venezuela’s power supply to be “reliable” in 2012, after installation of new thermal power units and the revamping of old equipment later this year. The power faults are hitting oil production too. One hit Venezuela’s main refinery at Amuay, halting the 310,000 barrel-per-day Cardon facility there last week. Oil production appears to be down according to the International Energy Agency (IEA). Venezuelan production came in at 2.25m barrels a day in April, lower than the 2.26m produced in March. The IEA blames the problems on power supply. Chávez has been looking to focus on gold production to perhaps reduce the monopoly oil has on his success. He recently said that he wanted to make the precious metal, “a highly strategic resource for the country.” The means of doing this would be a state-run entity such as Petroleos de Venezuela, the much criticized oil company. CVG Minerven, the country’s state-run gold miner, has asked for $70m to boost production. The mining industry in the country is weak, hit by low investment, strikes and illegal smuggling which allows up to 11 tons of gold to slip through the country’s fingers. Chávez was pleased this week to announce his gift of a signed red guitar from Shakira. "I was practicing last night, looking for the plugs. It's electric, a very modern guitar and I'm not used to it," he said. "I was singing some songs, old ones, a Mexican one." 

High oil prices are a lynch pin of the Venezuelan economy

Taipei Times 11, Reuters News, “High Oil Prices are No Threat: Venezuela”, January 17th, 2011, from the Taipei Times, http://www.taipeitimes.com/News/biz/archives/2011/01/17/2003493685/1 MC

Rising oil prices do not threaten the global economic recovery and there is no need for an emergency OPEC meeting to consider increasing supply, Venezuela’s Energy Minister Rafael Ramirez said on Saturday. Brent crude prices rallied last week to around US$98 a barrel while US oil futures were at about US$91, well above the US$70 to US$80 range that OPEC’s top exporter Saudi Arabia says is comfortable for both producers and consumers. Venezuela often calls for higher prices to maximize its revenue from a sector that is the linchpin of an economy that has diversified little from reliance on oil in the last century and has been battling recession for the last two years. “The price is approaching the fair value of US$100 per barrel,” Ramirez said, reiterating the stance of two other OPEC members, Libya and Ecuador, which say prices need to be higher to help producing nations maintain output. Analysts are divided between those who see fundamental strength as the world economy recovers, driving up fuel consumption, and those who focus on differences between today’s relatively well-supplied market and that of 2008, when oil prices raced to an all-time high of nearly US$150 a barrel. OPEC often says it will act to address any supply shortages, but not to tackle price rises that it says are caused by speculators. OPEC Secretary-General Abdullah al-Badri repeated that position on Saturday. The group has held its supply target steady since a decision in December 2008 to implement a record cut in production levels of 4.2 million barrels per day (bpd) to bolster prices after the global financial crisis. Ramirez said Venezuela, South America’s biggest crude producer, was not concerned by the current situation. “We don’t think it [the price rise] impedes the recovery of the global economy,” he said. “Venezuela does not consider that an extraordinary or emergency OPEC meeting is necessary.” Ramirez said the differential between Brent crude prices and US oil futures showed the need for a measurement based on a basket of currencies instead of just the US dollar. “We have contracts that are linked to the Brent price. A currency basket for oil transactions is necessary for stability,” Ramirez said. “The spread shows the weakness of the dollar, which is a structural problem of the US economy.” The spread between the two grades widened to as much as US$7.66 last week, the widest premium the London grade has held to the US’ West Texas Intermediate prices since February 2009. Strength in price, trading volumes and the market structure of Brent crude has helped lure some big investment money that typically favored US oil futures — a trend that analysts say is likely to gather momentum. Asked about US appeals that Venezuela stop doing business with Iran, Ramirez said no action would be taken as a result. “We are sovereign,” the minister said. “They cannot dictate to us in this manner.” Venezuelan President Hugo Chavez’s socialist government has actively sought to promote ties with fellow OPEC member Iran, with which it shares a distaste for US global power. Venezuela had said it was sending 20,000bpd of gasoline to Iran, but that it had stopped in recent months because Tehran no longer needed the shipments. Meanwhile, Iran’s oil minister said yesterday that US$100 for a barrel of crude was appropriate and there was no need to hold an emergency OPEC meeting to discuss the price. “The price of US$100 for oil per barrel is real ... OPEC does not need to hold an emergency meeting over the price issue,” Massoud Mirkazemi told a news conference. “None of the OPEC members find US$100 concerning,” Mirkazemi said, adding that some members of the producers’ group would still not see any need for an emergency meeting if the price rose to US$110 or US$120. Iran holds the rotating OPEC presidency. The next scheduled OPEC meeting is on June 2. “None of the members have asked for an emergency meeting and I think for a long time there would be no such request,” Mirkazemi said. 

US sales are essential – Venezuela needs to maintain $94 per barrel to ensure growth and social expenditure 

Forero 08, John Forero, senior correspondent for the Washington Post and San Francisco Chronicle, “Tough choices for Venezuela as oil prices fall,” October 22nd, 2008, from the San Francisco Chronicle, http://articles.sfgate.com/2008-10-22/news/17137457_1_venezuela-exports-oil-prices-oil-imports MC

PFC Energy said in a report that oil must be at least $94 a barrel to ensure Venezuela's macroeconomic stability this year and generate enough money to pay for imports. Although Chavez frequently touts his country's independence from Washington, Venezuela is more reliant than ever on the food, auto parts, medicine, construction materials and other products it imports from the United States and Colombia, a close U.S. ally. 
High oil prices prevent Venezuelan collapse

McCarthy 08, Shawn McCarthy, Senior analyst of global energy and program manager at IDC Government Insights, “Chavez's fire fails to ignite markets; Doubt the fiery Venezuelan leader can afford to go without revenue from crude exports to the U.S.,” February 12, 2008, from The Globe and Mail, lexis, MC

--can also be used for a Dutch disease card b/c it cites food and fuel subsides 

Still, analysts are shrugging off the latest salvo from Mr. Chavez, saying he is far too dependent on oil revenue to reduce exports.  "He is like a crack addict - he spends his money as fast as he gets it," said Stephen Schork, a Philadelphia-based analyst who produces a popular industry newsletter. In 2002 and 2003, employees at Petroleos de Venezuela SA (PDVSA), the country's national oil company, went on strike to protest against Mr. Chavez's political interference in the company's affairs.  The strike ended oil exports and crippled the Venezuelan economy. U.S. consumers saw a small increase in prices but the pinch was temporary as refiners found other sources. Now the Venezuelan economy - and Mr. Chavez's political fortunes - are even more heavily dependent on oil revenue because the President relies on the national oil company to finance popular food and fuel subsidies for the poor.  Roger Tissot, an independent consultant who follows Latin American oil markets, also believes Mr. Chavez's weekend bluster was an "empty threat. "He is using his big rhetorical, nationalistic view and saying, this is Exxon and we are going to respond to the imperialist," Mr. Tissot said. "But I don't think the regime could survive more than a matter of days without these exports." The analyst noted that Mr. Chavez is facing growing unrest among the urban poor, who are experiencing rising food prices despite controls on basic commodities. On the weekend, the President also threatened to nationalize the Venezuelan assets of Italy's Parmalat SpA and Switzerland's Nestlé SA, accusing them of conspiring to undermine the country's dairy industry, which is experiencing shortages of milk. The Exxon dispute "is a welcome opportunity to distract people's attention from the real problems," Mr. Tissot said. While Venezuela can't afford to cut back its sales, it's unlikely to find new major markets for its oil. And to the extent it did, said James Williams of WRTG Economics in Arkansas, it would merely displace supplies from another producer, which would become available on world markets. At the same time, the country produces a particularly heavy grade of crude oil that U.S. refineries are uniquely configured to handle. It would be easier for the Gulf Coast refiners to find additional product than it would be for PDVSA to find new markets for its product, Mr. Tissot said.

High oil prices are key to the Venezuelan economy

Bowman 08, Joel Bowman, staff writer for Arabian Business, 3/10/2008, “Oil-rich nations dependent on record prices,” March 10th, 2008, from The Arabian Business, http://www.arabianbusiness.com/513314-oil-producers-addicted-to-record-prices. MC

PFC Energy said many Opec members cannot afford to sustain their current level of economic activity if prices drop to what they were just a few years ago. “The economies of most producer countries now require massive [revenue] flows, which are only possible with higher prices,” said Robin West, chairman of PFC Energy, quoted the UK's Financial Times. “This is one of the factors leading to long-term higher prices.” Of the Gulf states outlined in the report, PFC Energy said Saudi Arabia and Iran would be the most exposed if the price of crude fell, with the two countries needing oil to stay at $55 just to “break even". Crude was last seen trading at this level around two years ago.  Increased government spending in net oil-exporting countries and a ramp up in domestic consumption has lead to an over-reliance on high prices, according to PFC Energy, leaving oil-exporting countries severely exposed if prices recede.  Other Gulf states bound to oil’s record rally include the UAE, Kuwait and Qatar, all of which require oil to average $50 to meet the extensive financial commitments made by their governments. The report found that Venezuela is the most dependent on oil maintaining its record streak, requiring prices to average $94 this year and $97 in 2009 just to service its external accounts.

Venezuela’s economy is reliant on oil—decline in US exports would devastate South America

Hale, 2 (Briony Hale—BBC Business analyst and reporter, BBC News, “Analysis: Venezuela's oil industry,” 6 December 2002, http://news.bbc.co.uk/2/hi/2549589.stm, MH)

Venezuela's oil is exceptionally important to both Venezuela itself and to the rest of the world. As such, the army is regularly enlisted to protect output by defending installations, tankers and refineries. World's top oil exporters Saudi Arabia 320m tonnes Norway 146m tonnes Russia 144m tonnes Iran 116m tonnes Venezuela 115m tonnes source: IEA 2000 That's because oil is so important to Venezuela that it has also become a target for attacks. When protesters really want to make their message hit home, they target the oil industry. It was controversy over the state-owned oil firm, for example, that acted as the catalyst for last April's coup which temporarily ousted president Hugo Chavez from power. And Mr Chavez is left with no doubt about the source of his political and economic power. Top earner "It's as if the doctor, who's supposed to be looking after your heart, suddenly tries to stop it," Mr Chavez said about the latest attempts to disrupt supply. Oil is indeed the lifeblood of the South American country's economy. It accounts for about half of total government revenues and about one third of gross domestic product. Venezuela produces about three million barrels a day of crude oil, and exports about 75% of that. And of the country's $3bn-4bn in annual foreign investment, almost all of it is channelled into the energy industry. US dependence The ability of Venezuela to continue pumping oil also has wider implications for oil markets around the world. Venezuela is the fifth largest oil exporter in the world, and supplies about 13% of daily oil imports into the US. The removal of any such significant oil producer from the supply chain is almost certain to squeeze prices higher. And the US, in particular, is left scrabbling around for alternative cargoes of not just crude oil, but also refined products such as petrol, jet fuel and diesel. Secure supply is especially important at present, given the ongoing uncertainty surrounding supply from the Middle East in the case of a US-led war against Iraq. Formative years It was 1921 when black gold was first discovered in Venezuela. Production surged quickly, and by the start of the second world war, Venezuela had become second only to the US in total output. In 1960, it was a founding member of the Opec oil cartel, which still controls prices by regulating the amount of oil pumped onto the markets by member countries. In recent years, Venezuela's oil output has begun to stutter, largely because of difficulties at the state-owned firm, PDVSA. This year, Ali Rodriguez has been brought in from his position as secretary-general of Opec in order to try to turn around the troubled firm. But most experts say he will struggle to introduce any real change while Hugo Chavez remains in power. 
Free Trade Internal Link

Oil key to Latin American trade 

Orhangazi 11 (Özgür, Assistant Professor of Economics at the Roosevelt University Chicago, Ph.D. from the University of Massachusetts Amherst, “Contours of Alternative Policy Making in Venezuela,” November 2011, Political Economy Research Institute of the University of Massachusetts Amherst, http://www.peri.umass.edu/fileadmin/pdf/working_papers/working_papers_251-300/WP275.pdf)//PC

Trade policy While the domestic policies increasingly deviated from their neoliberal precedents, government abandoned free trade policies as well. Venezuela announced its withdrawal from the Free Trade Agreement of the Americas (FTAA) and embarked on a series of new international unions with the aim of diversification of foreign investment and trade and promoting Latin American integration. These policies, while involving political aims such as establishing a counterweight to the US hegemony in the region, also brought a new framework for international trade. The establishment of the Bolivarian Alliance for the Americas (ALBA) in contrast to FTAA, brought a new understanding and further closeness between Latin American countries. ALBA, led by Venezuela, Cuba and Bolivia seeks a new structure for trade and economic cooperation and create a regional protected and integrated trade zone. The ALBA experiment can be seen as a “middle-ground strategy of group delinking” (Hart-Landsberg 2010) through which the participating governments aim to provide the necessary protection for their economies while also by acting together hope to provide their domestic enterprises with larger markets they need both for economies of scale and also to access resources and technology. So far, ALBA initiatives included bilateral trade agreements between state enterprises through which exchanges of goods, technical and financial support for investment, oil, and social services take place. ALBA also created a Regional Monetary Council with its own currency, sucre, and plans to establish a financial structure that would involve a central clearing house, a monetary council and regional reserve and emergency funds. 15 There has also been a movement towards bilateral trade agreements around specific exchanges where, oil trade, for example, has been tied to specific investments in Venezuela or to the import of capital goods to expand industries, especially in agreements with Brazil, China and India. Preferential terms for oil together with low interest financing were extended to Latin American countries. One significant example of the new trade framework was the oil exchanges with Cuba, where direct bartering of oil with medical services, education, and pharmaceuticals, represent a planned approach to trade. 
Poverty Internal Link

High oil prices key to solve poverty 

Orhangazi 11 (Özgür, Assistant Professor of Economics at the Roosevelt University Chicago, Ph.D. from the University of Massachusetts Amherst, “Contours of Alternative Policy Making in Venezuela,” November 2011, Political Economy Research Institute of the University of Massachusetts Amherst, http://www.peri.umass.edu/fileadmin/pdf/working_papers/working_papers_251-300/WP275.pdf)//PC

Given the dominant role of the oil production in the economy, it is not surprising to see that the first large-scale changes took place in this area. The fact that in Venezuela the state has historically been at the center of appropriating and distributing the oil rent to the rest of the society, had created the conditions for inherently more interventionist policies and political institutions (Grinberg 2010). While domestically increasing state control over oil industry, internationally the government set itself out to strengthen OPEC in an effort to increase oil prices. Increased OPEC coordination and adhering to the production quotas, that were previously not followed by the PDVSA in an attempt to target market share rather than price, contributed to the increase in the price of oil (Lander 2008: 13). In 2001, oil royalties were increased from 16.6 percent to 30 percent. This was a significant increase given that most foreign oil companies had previously negotiated rates much lower than the 16.6 percent. Especially following the failed April 2002 coup and the 2002-2003 shutdown of the oil industry, PDVSA continuously increased its control in the oil sector. In 2005 private companies with operating agreements with the PDVSA were transformed into joint ventures, where the PDVSA would have a majority stake, with the exception of Exxon Mobile who refused to participate in this transformation and whose fields were as a result entirely taken over by the PDVSA (Wilpert 2007: 96). In 2007, the Orinoco Belt joint ventures were turned into PDVSA controlled projects and in May 2009, PDVSA further integrated subcontracting companies into its body in an effort to strengthen state control in the oil industry. Increased control over the oil industry resulted in a greater share of the oil wealth flowing into the coffers of the PDVSA. The new hydrocarbons law aimed to use the income derived from oil to fund social projects in health and education and to allocate part of the income to a macroeconomic stabilization fund. The redistribution of this wealth to the poorest sections of the society was a priority for the Venezuelan government, given the widespread poverty and immense inequalities. This redistribution took the form of various extensive social programs, called missions, in health, education, provision of basic consumption goods and so on. These social programs were directly funded by the PDVSA’s oil revenues in order to bypass the state bureaucracy as the government considered the state to have inefficient administrative capabilities which could not be reformed quickly whereas it deemed these social programs urgent. By 2009, there were 25 different missions operating, among which health, education and food missions occupied a large place. Mision Barrio Adentro, which began in April 2003, brought 20,000 Cuban doctors to around 1,600 medical offices scattered around in poor neighborhoods to make essential health services accessible to everyone. Over time, this program expanded to bring more advanced health services and train Venezuelan doctors to replace the Cuban doctors. 7 Education missions included pre-school (Mision Simoncito), literacy (Mision Robinson 1), primary education (Mision Robinson 2), secondary education (Mision Ribas), higher education (Mision Sucre), and vocational training and job creation programs (Mision Vuelvan Caras). Other examples of these social programs included programs for peasant welfare (Mision Zamora), mining communities (Mision Piar), indigenous populations (Mision Guacaipuro), and food distribution (Mision Mercal). Mercal, one of the most ambitious of these programs, is a state-run food distribution network. It is estimated that 40-47 percent of the population buy food through it at prices that are on average 41-44 percent lower than market prices (Datanilisis 2006). According to the National Statistics Institute’s numbers, households that buy at least one item from Mercal constituted 54.21 percent of total households. A large number of programs were also run to provide infrastructure services such as water distribution, electrification, transportation, housing and so on. The combination of all these missions was to become the ‘Christ’ mission whose central aim was defined as eradicating poverty by 2012. 8 These social programs contributed to declining poverty rates, increased literacy and schooling, improved health indicators and so on. In addition to these, oil revenues have been used in many different areas, including supporting industrial initiatives, sponsoring the formation of cooperatives and financing the nationalizations. Part of the oil rent was distributed to other countries in various forms, including donations, lending and selling of oil with advantageous financing terms. For example, through PetroCaribe, a 14-country energy agreement launched in 2005, “Venezuela provides $9.7 billion worth of oil to member-states, of which $3.7 billion is financed over 25 years at 1% interest. This guarantees supply for countries with small economies” (PDVSA 2010). 9 

Defense Spending Internal Link
High oil prices key to Venezuelan defense spending  

Alvarez and Hanson 9 (Cesar J. Alvarez – Council on Foreign Relations and Stephanie Hanson – covers economic and political development in Africa and Latin America for the Council on Foreign Relations, “Venezuela's Oil-Based Economy,” 2/9/09, http://www.cfr.org/economics/venezuelas-oil-based-economy/p12089)//PC 

PDVSA has transferred billions of dollars to Fonden, the off-budget investment fund many experts say is financing Chavez's social projects. According to International Oil Daily, an energy trade publication, PDVSA spent $14.4 billion on social programs in 2007 (as compared to $6.9 billion in 2005). These programs include projects such as medical clinics providing free health care, discounted food and household goods centers in poor neighborhoods, indigenous land-titling, job creation programs outside of the oil business, and university and education programs. Increased oil revenues have also given Chavez the ability to extend assistance programs outside Venezuela’s borders. For example, he provides oil at a preferential price to many countries in the Caribbean through the Petrocaribe initiative. In 2009, a Venezuela-backed home heating program to low-income households in the United States was briefly halted, a sign that low oil prices may be forcing Chavez to reconsider (TIME) some of his social programs. In August 2007, the Associated Press calculated that Chavez had promised $8.8 billion in aid, financing, and energy funding to Latin America and the Caribbean between January and August 2007, a figure far higher than the $1.6 billion of U.S. assistance for the entire year. Though it is impossible to determine how much of that funding was actually dispersed, the difference in aid is striking. Chavez is also suspected of funneling money to the FARC, a Colombian guerrilla group, as well as providing funds to Argentine President Cristina Kirchner’s election campaign in 2007—though he denies both charges. Military expenditures are also funded by the government's flush coffers. Between 2004 and 2006, Venezuela spent roughly $4.3 billion on weapons, according to a January 2007 Defense Intelligence Agency report. As part of deals signed with Russia in 2006, Venezuela purchased 100,000 Kalashnikov rifles, twenty-four Sukhoi-30 fighter planes, and fifty-three Russian helicopters. In March 2008, it hired Belarus to build an air defense system. Critics of Chavez think he should be pouring money into infrastructure to ensure a sustainable oil industry rather than allocating so much for social and foreign policy initiatives. According to the Wall Street Journal, PDVSA “spent just $60 million on exploration in 2004, compared with $174 million in 2001.” But Vicente Frepes-Cibils, the lead economist for Venezuela at the World Bank, says “investment is increasing” and Venezuela has an accumulation of reserves including outside funds ranging from $10 billion to $15 billion that it is planning to use for oil infrastructure.
Econ Impacts
A drop in oil prices will cause Venezuelan adventurism into Colombia triggering instability and US intervention 

Litle 08, Justice Litle, editor of Outstanding Investments, “South America and the Petrocrat Problem,” March 8th, 2008, From the Taipan Publishing Team, http://www.taipanpublishinggroup.com/TPG/archives/Daily_030408a.html. MC

For obvious reasons, tied to political ideology and the war on drugs, the United States considers FARC to be terrorists. But, just as the Contras were freedom fighters in the eyes of Uncle Sam, the FARC guerrillas are freedom fighters in the eyes of Venezuela. Relations between Venezuela and Colombia were already on a downward spiral. They blew apart completely a few days ago when, with the help of U.S. intelligence, Colombia targeted and killed a top FARC leader in Ecuador. In response to the cross-border assassination -- deemed an infringement on Ecuador’s sovereignty -- Venezuela and Ecuador amassed thousands of troops, tanks and fighter jets on the Colombian border.  Hugo Chavez, Venezuela’s president, then threatened to join forces with the FARC rebels in overthrowing the Colombian government. In an ironic twist, Venezuela’s Chavez is accused of secretly funding FARC to the tune of $300 million -- just as the Reagan administration once secretly funded the Contras. (As the old saying goes, one man’s terrorist is another man’s freedom fighter.) A High-Stakes Bluff Alvaro Uribe, Colombia’s president, is considered a friend to the United States. The war on drugs is another factor. If Venezuela actually invades Colombia, the United States will likely get involved. The obvious question is, get involved with what? American military might is already stretched thin.  Chavez knows this, of course. He is probably running a high-stakes bluff, betting that America’s hands are tied by Iraq. (Ecuador’s leftist leader, Rafael Correa, is merely following Chavez’ lead.)  That is the logical assessment… but it’s hard to know for sure.  The home-front stakes are high for Chavez right now. In spite of all the oil money, cracks in the Venezuelan economy are widening. Corruption, incompetence and the shortage-inducing effect of price controls are taking a toll. With paradise crumbling, Chavez’ bold bid to become president for life was rejected. His populist sway is fading. Straight From the Playbook If dictators were handed a playbook along with the keys to the new regime, the top “Hail Mary” play would be this one: “When there’s trouble at home, make trouble abroad.”  Dictators always need a cause to rail against or an enemy to fight. This gives them an excuse to keep the country in lock-down mode. Meanwhile, stirring up nationalist sentiment is a kind of sleight-of-hand; it gives the people something to focus on other than their own troubles.  For a dictator on the ropes, making trouble abroad hits all the right strategy points. When the people are angry and ready to rise up, redirect their ire towards an outside target. If normal political functions can be suspended in a time of military emergency, so much the better.  This is why the possibility of an actual Colombian invasion can’t be ruled out. The more Venezuela’s economic situation deteriorates, the less Chavez has to lose in executing an insane gamble abroad.  The Petrocrat Problem Whether South America erupts into war or not -- which could still happen as of this writing -- Venezuela nicely illustrates the “Petrocrat Problem.” (While democracy means “rule by the people,” a petrocracy is basically “rule by oil interests.”) In short, the Petrocrat Problem is this: A number of regimes around the world -- from Venezuela to Iran to Russia to various members of OPEC -- are dependent on the high price of oil for their continued stability.  These regimes have become addicted to their oil money inflows. They have been spending like mad and making big promises to maintain stability. If those oil inflows were to stop (or significantly decline), economic chaos could ensue. Populist sentiment could erupt. Entrenched leaders could fall.  This presents a nasty Catch-22 because, if the price of oil falls enough to threaten one (or all) of the various petrocrat regimes, the incentive to “stir things up” becomes greatly magnified.  Or think of it like this: If the price of oil were to go into real decline, Hugo Chavez would have a big problem. Mahmoud Ahmadinejad would have a big problem. Vladimir Putin would have a big problem. The House of Saud would have a big problem… and so on.  The end result of an oil-price decline could thus be one (or more than one) of these players doing something drastic. (Like touching off a small-scale hot war, for example.)

Even small conflicts in Latin America draw in great powers

Rochlin 94, James Francis Rochlin, professor of Political Science at Okanagan University, Discovering the Americas: the evolution of Canadian foreign policy towards Latin America, p. 130-131, published in 1994

While there were economic motivations for Canadian policy in Central America, security considerations were perhaps more important. Canada possessed an interest in promoting stability in the face of a potential decline of U.S. hegemony in the Americas. Perceptions of declining U.S. influence in the region – which had some credibility in 1979-1984 due to the wildly inequitable divisions of wealth in some U.S. client states in Latin America, in addition to political repression, under-development, mounting external debt, anti-American sentiment produced by decades of subjugation to U.S. strategic and economic interests, and so on – were linked to the prospect of explosive events occurring in the hemisphere. Hence, the Central American imbroglio was viewed as a fuse which could ignite a cataclysmic process throughout the region. Analysts at the time worried that in a worst-case scenario, instability created by a regional war, beginning in Central America and spreading elsewhere in Latin America, might preoccupy Washington to the extent that the United States would be unable to perform adequately its important hegemonic role in the international arena – a concern expressed by the director of research for Canada’s Standing Committee Report on Central America. It was feared that such a predicament could generate increased global instability and perhaps even a hegemonic war. This is one of the motivations which led Canada to become involved in efforts at regional conflict resolution, such as Contadora, as will be discussed in the next chapter.

Political turmoil generated though oil shocks threatens security in the northern hemisphere and causes the rise of authoritarian regimes 

Manwaring 05, Max Manwaring, Chair of the General Douglas MacArthur Foundation and is a Professor of Military Strategy at the U.S. Army War College, “Venezuela’s Hugo Chávez, Bolivarian Socialism, And Asymmetric Warfare,”  October 2005, from the Strategic Studies Institute, http://www.strategicstudiesinstitute.army.mil/pdffiles/PUB628.pdf MC

The political turmoil that has been generated in Venezuela and other parts of Latin America by recent political and economic transition that challenges comfortable “status quos,” or does not satisfy the expectations of the people, opens the way to serious stability problems. In these conditions—and given an authoritarian Latin American political tradition—ambitious political leaders find it easy to exploit popular grievances to catapult themselves into power—and stay there. The success of these leaders stems from solemn promises made directly to the masses to solve national and individual problems without regard to slow, obstructive, and corrupted democratic processes. Thus, through mass mobilization, supporting demonstrations, and subtle and not-so-subtle coercion, demagogic populist leaders are in a position to claim a mandate to place themselves above elections, political parties, legislatures, and courts—and govern as they see fit.16 This becomes a national and hemispheric security issue—and possible threat—when a population becomes radicalized by a leader who uses direct violence and indirect coercion to achieve his political objectives.17

Stability Impact

Latin American instability collapses US econ and increases the risk of terrorism 
Saavedra 03, Boris Saavedra, fellow of the National Defense University, “Confronting terrorism in Latin America: Latin American and United States Policy Implications,” Fall 2003, p. 215-216, from Security and Defense Studies Review, http://www.ndu.edu/chds/journal/PDF/2003-0403/Saavedra-article.pdf MC

The United States shares with its Latin American neighbors an increasingly and vitally important financial, commercial, and security partnership. Any kind of political-economic-social-security deterioration in the region will profoundly affect the health of the U.S. economy—and the concomitant power to act in the global security arena. The Latin American-U.S. partnership has always been one conducted between non-equals. That inequality is demonstrated in several ways. In general terms, it is often pointed out that North Americans hear far more about the Israel Palestinian conflict, as one example, than about the war in Colombia. But even worse, the main concerns of the U.S. regarding hemispheric security and the war on terrorism are related almost exclusively to the Colombian conflict situation. In Colombia, the United States has until recently focused its money, training, and attention almost entirely on the counter-drug campaign. It has seen the Colombian crisis in limited terms. But the Colombian drug issue is only one piece of a larger, more complex, and multidimensional strategic puzzle that goes to the entire hemisphere and the global community. The United States is again seen as employing “benign neglect,” occasioned by the necessity of putting such substantial attention and resources into the Iraq war and its aftermath, which would likely result in the deterioration of Latin America U.S. ties. That neglect would also likely result in a decrease in the already minimal cooperation that now exists in the war on terrorism and an increase in direct security threats from Latin-based terrorists to U.S. interests in the region and to the United States. This dilemma is critical. Continued neglect and indifference to Latin America’s stability problems will profoundly affect the health of the U.S. economy—and the concomitant power to act in the international security arena. At the same time, increasing instability in the hemisphere will likely increase direct security threats from terrorists to U.S. interests in the region and to the United States. Much is at risk. According to Dr. Max G. Manwaring, Professor of Military Strategy at the U.S. Army War College, Latin Americans perceive that the United States is prepared to go its own way in the war of terrorism and deal militarily with Iraq, North Korea, and other “rogue states” as required. In this context, it is also perceived that the United States wants to see Latin Americans deal with their own internal stability threats. The Latin countries, in turn, argue that they are willing to do that, but that will require the help of United States and other Western powers. The help that has been forthcoming has tended to be directed toward the tactical/operational drug issues and not to the central strategic problems that spawn illegal drug trafficking and myriad other instabilities that lead to more violence, crime, corruption, and conflict. The “bottom-line” here is that a unifying U.S.-Latin American organization is needed that can establish, enforce, and continually refine a holistic political-military plan and generate consistent national and international support. The U.S-Latin American relationship is an unequal relationship. The current United States administration has introduced significant changes in the National Security Strategy (NSS) and on international relations. President George Bush, by cutting his attendance at the G8 meeting in France short by a day in order to address his more important diplomatic efforts in the Arab world, sent a clear message of interests focus in the world scenario. It is emblematic of how the Bush administration has changed. For some experts it is the most important reformulation of U.S. grand strategy and its implications in international relations over half a century. But, in my view it does not represent any positive change in U.S. Latin American relations, but continued neglect and indifference to the region’s stability problems. But, the Bush NSS, echoing the president’s speech at West Point on June 1, 2002 sets three tasks: We will defend the peace by fighting terrorists and tyrants. We will preserve the peace by building good relations among the great powers. We will extend the peace by encouraging free and open societies on every continent.

A2: Dutch Disease
The revenue will be directed towards social programs, health care, education, housing, agriculture, and infrastructure 

Sanchez 11 Fabiola Sanchez, junior correspondent for the Huffington Post, “Venezuela imposes tax on windfall oil prices,” April 26th, 2011, from the Huffington Post, http://www.huffingtonpost.com/huff-wires/20110426/lt-venezuela-oil-tax/ MC

CARACAS, Venezuela — Venezuela is imposing a windfall profits tax on royalties from oil projects when crude prices are above $40 a barrel, seeking to squeeze as much as $16 billion mostly out of foreign oil companies, the government said Tuesday. Energy Minister Rafael Ramirez said the tax, which was decreed by President Hugo Chavez last week, will allow the government to collect between $9 billion and $16.3 billion this year. A 20 percent tax will be in effect when the price of a barrel of Venezuelan oil is between $40 and $70 a barrel, Ramirez said. When the price is between $70 and $90, the tax rises to 80 percent. Between $90 and $100, the tax reaches 90 percent, and if the price tops $100 a barrel, a 95 percent tax will be imposed. The price of Venezuela's heavy, sulfur-laden crude reached $94.60 a barrel Tuesday, Ramirez said. The tax will be imposed on Venezuela's state-run oil company as well as foreign oil firms operating in Venezuela's crude-rich Orinoco Belt, Ramirez said. If Venezuelan crude remains above $90 throughout 2011, an estimated $9 billion will be funneled into a development fund, Ramirez said. If Venezuela's oil prices top $110, an estimated $16.3 billion could be collected. Ramirez said revenue from the tax will not used for investment in the oil industry, but rather will be funneled into the government's social programs and projects aimed at improving health care, education, housing, agriculture and infrastructure. "It's a powerful tool the state has designed to acquire windfall income," Ramirez said. He denied the fund would exclude projects launched by state governors and mayors as some government critics have alleged. Ramirez told journalists that the tax won't be imposed on "the development of new oil fields," projects aimed at boosting oil production and agreements such as Petrocaribe program, which provides oil and natural gas to some Latin American and Caribbean nations at preferential prices. It also will not apply to a deal signed last year between Venezuela and China, under which Venezuela ships oil to the Asian giant in exchange for goods and services, Ramirez said. Under that agreement, China lent $20 billion to Venezuela in exchange for shipments of 100,000 barrels a day over a 10-year period. Ramirez, who is also president of Venezuela's state-run oil company, known as PDVSA, said the company has a $4 billion debt owed to contractors. PDVSA is negotiating with the owners of 74 oil service firms for compensation after the government expropriated the companies in 2009. Ramirez said negotiations have been slow because authorities believe some of the companies failed to pay taxes. If talks break down, the disputes will be settled in Venezuelan courts, he said. PDVSA is awaiting a ruling from the World Bank's International Center for Settlement of Investment Disputes in a dispute with Exxon Mobil Corp. The case was brought by the Irving, Texas-based company in 2007 over the government's nationalization of the Cerro Negro heavy oil project. Exxon Mobil has also sought to recoup increased royalties and taxes imposed by the government starting in 2004. Exxon Mobil's oil project was one of four taken over by Chavez's government in May 2007 as he brought the oil industry under majority state control. 

Further oil production will only benefit the Venezuelan economy and dependence is good – it fuels socio-economic reform

Rosenburg 07, Tina Rosenburg, contributing writer for the Washington Post, “Oil meets socialism in Venezuela,” November 3rd, 2007, From The New York Times, http://www.nytimes.com/2007/11/02/business/worldbusiness/02iht-wbpetro.1.8159725.html?_r=1&pagewanted=all MC
Who holds the world's oil? You might assume it's in the hands of big private oil companies like ExxonMobil. But in fact, 77 percent of the world's oil reserves are held by national oil companies with no private equity. And the percentage of oil controlled by state-owned companies is likely to continue rising, mainly because of the demographics of oil. Deposits are being exhausted in wealthy countries and are being found largely in developing countries, where oil tends to belong to the state. Nationalization is also a political trend in some regions, mainly Latin America, where the populist presidents of Bolivia and Ecuador have made it part of their discourse. They are led, of course, by Hugo Chávez of Venezuela. He has made private producers accept state control of their operations. When they wouldn't, as in the case of Exxon Mobil and Conoco-Phillips, he simply nationalized their holdings. Chávez has also asserted his control over Venezuela's state oil company, which before him operated very much like a private, profit-driven enterprise. Chávez seeks to present Venezuela as a more moral world power, uniting Latin America and poor countries everywhere in a socialist alliance. He has invented a new kind of socialism, which he calls Bolivarian socialism, named for the independence hero Simón Bolívar: a little Marx, a little Jesus, a little anti-imperialism and a lot of the whim of Hugo Chávez, dedicated to the "comprehensive, humanist, endogenous and socialist development of the nation." His is a gospel greased by oil, which is financing his transformation of Venezuela. To other countries - especially the oil and gas countries in Latin America that watch Chávez with particular interest - the appeal is simple to understand. Oil- and gas-dependent countries are historically ill governed. Today, their peoples are in rebellion against globalization, which promised much but has brought little. They have been told their countries are rich, but they see they are poor. So someone must be stealing the profits. Most often, nationalization is a reaction to the idea that the thief is a foreign company. For populist leftists, "El Petróleo Es Nuestro!" - "The Oil Is Ours!" - is an alluring slogan. Now as the record high price of oil has made exploitation worthwhile even in places that are remote or geologically complicated, more underdeveloped countries have to choose what to do with their oil. Those that have long held oil must decide how to spend the incomprehensible amounts of money that oil is now bringing them. Historically, almost every country dependent on the export of oil has answered this question in the same way: badly. It may seem paradoxical, but finding a hole in the ground that spouts money can be one of the worst things to happen to a country. With one or two exceptions, oil-dependent countries are poorer, more conflict-ridden and despotic. Chávez has promised to break this curse, to use Venezuela's oil to benefit its people. Oil is everything in Venezuela; it pays for at least half the government's expenditures and 90 percent of its foreign exchange, according to Orlando Ochoa, a prominent economist. Now "zero misery" is one of the government's slogans, and the vehicle to get there is oil. The oil company, Petróleos de Venezuela SA, or Pdvsa, is proudly inefficient, proudly political. Chávez has called his revolution "oil socialism." To that end, Pdvsa is investing the company's profits in helping dropouts finish high school and not just in drilling wells. "Perhaps it was better run before Chávez," says Roger Tissot, a Latin America analyst based in British Columbia who works for PFC Energy, a consultancy for energy companies. "But it wasn't efficient in meeting the needs of the shareholders - the people of Venezuela. Today perhaps it is less efficient but better at meeting social goals." President Carlos Andrés Pérez nationalized Venezuela's oil in 1976: There was an oil boom and Venezuelans demanded that the profits stay at home. The expropriation of Exxon, Shell and Gulf was seamless, the lack of acrimony stemming from the fact that the foreign companies' concessions had been designed from the start to be temporary. Paradoxically, nationalization brought the government less money and less control. When Venezuela's oil was still in private hands, the government collected 80 cents of every dollar of oil exported. With nationalization the figure dropped, and by the early 1990s, the government was collecting roughly half that amount. This low return to the country's coffers was partly a result of that age-old conflict between short-term and long-term reward. Because wells run dry and machinery ages, oil companies everywhere must invest lots of money just to keep production steady; to grow, they need even more. Pdvsa's officials were convinced that Venezuela benefited more if Pdvsa's profits went to producing more oil, not more government. "Social revenue has always overshadowed investing in the industry," said Ramón Espinasa, who was chief economist of Pdvsa from 1992 to 1999. "But I think the priority has to be to maintain oil. If you have one dollar left, it should be invested in keeping capacity. Otherwise next time around, you will not have a single dollar to distribute." The bulk of Venezuelan oil lies under a savanna, the Orinoco Belt. The reserves are enormous, but 20 years ago it was not clear that they would be commercially viable. The oil was heavy and extra-heavy crude: It required expensive technology and expertise to extract and needed a special refining process. To ensure that there would be a market for Orinoco crude, in 1982 Pdvsa began to buy refineries overseas able to process it. Among its purchases was Citgo, the U.S. refining and distribution network. By the end of the 1990s, Pdvsa was among the top three oil refiners in the United States. Its executives also decided they did not want to take on the debt and risk of developing the Orinoco, so in 1989 they began to open it to private participation. In hindsight, these were brilliant business decisions. Pdvsa's refineries overseas are making record profits, and the United States is the company's biggest customer. But back then, the gathering of adequate revenue for the Venezuelan state did not figure highly among the company's priorities. By 1998, real wages in Venezuela were less than 40 percent what they had been in 1980. A third of the country was living in extreme poverty - up from 11 percent in 1984. "It was normal for people working for Pdvsa to be very proud - it was recognized as one of the best oil companies," says Tissot, the oil analyst. "In contrast, the politicians were making a mess managing the rest of the country." I asked Espinasa to respond to the charge that Pdvsa didn't do much for the average Venezuelan. "It shouldn't have," he replied. "It was an oil company." Ten years later, Pdvsa exists to finance Chávez's transformation of Venezuela. The integration is illustrated by the fact that Rafael Ramírez, the minister of energy and petroleum, is also president of Pdvsa. Chávez provides discounted or free oil to Central American and Caribbean countries, sending nearly 100,000 barrels a day to Cuba in exchange for doctors and Cuban expertise on state security. He has given millions in non-oil aid to various Latin American countries, much of it in the form of energy projects. Pdvsa is also subsidizing Venezuela's domestic oil consumption - and Venezuela is now gorging on gas. Venezuela will add 450,000 new cars this year - about four times the number of four years ago. Six Hummer dealerships are set to open early next year. Between its domestic consumption and its use of oil to make friends overseas, Venezuela gives away or subsidizes a third of its production. Most of the rest is sold in the United States. The money that Pdvsa does get from selling at market prices goes to finance Chávez's revolution at home. Last year, Pdvsa's payments to the state totaled more than $35 billion, counting taxes, royalties and direct support for social programs. This is 35 percent of the company's gross earnings. Almost $14 billion is spent at the sole discretion of Chávez. Much of the money goes to the Fund for National Development, or Fonden, an offbudget fund controlled by Chávez, which also takes foreign reserves from the Central Bank. Fonden's Web site in July listed 130 projects - infrastructure, foreign aid, some social projects like health clinics - as well as the purchase of helicopters, submarine technology, assault rifles and plants to build other munitions. The list was taken off the Web site shortly after it drew notice in the press and was replaced by a list containing no arms purchases. What Fonden actually buys, for how much, from whom and through what process is a mystery. The more celebrated of Pdvsa's projects is a network of social programs. These missions bring health clinics and classrooms directly into poor neighborhoods. They are financed and in some cases run directly by Pdvsa. To finance all these ambitious projects, Pdvsa must produce oil. Theoretically this should not be a problem. When Chávez was elected, Venezuelan crude went for about $9 a barrel (about $11 today). Recently it has been closer to $80. Yet Pdvsa is in trouble. Pdvsa's administrative troubles can be traced back to December 2002, when Pdvsa's managers, fed up with Chávez's attempts to control them, locked out the workers and shut down Venezuela's oil production for two months. The economy collapsed, but ultimately Chávez triumphed over the "oil sabotage," as his government called it. Chávez fired 18,000 of Pdvsa's 46,000 workers - the vast majority of them were managers and professionals. Pdvsa has since replaced the strikers, though the new hires are largely inexperienced. Pdvsa now employs 75,000 workers, and Chávez says he wants to increase the number to 102,000 next year. What is clear is that much of the oil revenue is going to social spending. Pdvsa's own business plan calls for rapid growth in production, but oil analysts say the company is clearly not investing enough. Even if the price of oil stays high, it may not be able to sustain Venezuela if oil production continues to drop, subsidized domestic consumption keeps rising and government spending continues unmeasured and unchecked. Venezuela once had a $6 billion oil fund to be saved for lean years; Chávez has spent all but $700 million of it. Perhaps the best strategy for resource-rich countries is to keep oil private, watch it carefully and tax the hell out of it. Better yet, raise royalties, which are more straightforward and easier to collect. But as a slogan, "Negotiate a Better Royalty Rate!" doesn't have the ring of "The Oil Is Ours!"
AFF: FARC Turn

High oil prices fuels Venezuelan support of FARC 

Alvarez and Hanson 9 (Cesar J. Alvarez – Council on Foreign Relations and Stephanie Hanson – covers economic and political development in Africa and Latin America for the Council on Foreign Relations, “Venezuela's Oil-Based Economy,” 2/9/09, http://www.cfr.org/economics/venezuelas-oil-based-economy/p12089)//PC 

PDVSA has transferred billions of dollars to Fonden, the off-budget investment fund many experts say is financing Chavez's social projects. According to International Oil Daily, an energy trade publication, PDVSA spent $14.4 billion on social programs in 2007 (as compared to $6.9 billion in 2005). These programs include projects such as medical clinics providing free health care, discounted food and household goods centers in poor neighborhoods, indigenous land-titling, job creation programs outside of the oil business, and university and education programs. Increased oil revenues have also given Chavez the ability to extend assistance programs outside Venezuela’s borders. For example, he provides oil at a preferential price to many countries in the Caribbean through the Petrocaribe initiative. In 2009, a Venezuela-backed home heating program to low-income households in the United States was briefly halted, a sign that low oil prices may be forcing Chavez to reconsider (TIME) some of his social programs. In August 2007, the Associated Press calculated that Chavez had promised $8.8 billion in aid, financing, and energy funding to Latin America and the Caribbean between January and August 2007, a figure far higher than the $1.6 billion of U.S. assistance for the entire year. Though it is impossible to determine how much of that funding was actually dispersed, the difference in aid is striking. Chavez is also suspected of funneling money to the FARC, a Colombian guerrilla group, as well as providing funds to Argentine President Cristina Kirchner’s election campaign in 2007—though he denies both charges. Military expenditures are also funded by the government's flush coffers. Between 2004 and 2006, Venezuela spent roughly $4.3 billion on weapons, according to a January 2007 Defense Intelligence Agency report. As part of deals signed with Russia in 2006, Venezuela purchased 100,000 Kalashnikov rifles, twenty-four Sukhoi-30 fighter planes, and fifty-three Russian helicopters. In March 2008, it hired Belarus to build an air defense system. Critics of Chavez think he should be pouring money into infrastructure to ensure a sustainable oil industry rather than allocating so much for social and foreign policy initiatives. According to the Wall Street Journal, PDVSA “spent just $60 million on exploration in 2004, compared with $174 million in 2001.” But Vicente Frepes-Cibils, the lead economist for Venezuela at the World Bank, says “investment is increasing” and Venezuela has an accumulation of reserves including outside funds ranging from $10 billion to $15 billion that it is planning to use for oil infrastructure.

That undermines US counternarcotics and causes drug wars 
Hanson 8 (Stephanie, covers economic and political development in Africa and Latin America for the Council on Foreign Relations, “Linking Venezuela and the FARC,” 5/21/08, http://www.cfr.org/colombia/linking-venezuela-farc/p16306)//PC

Roughly two months after Colombian forces crossed into Ecuador to kill a FARC guerilla leader, INTERPOL certified the authenticity of eight FARC laptops seized by the Colombian government. The finding strengthened Bogota's claims of a link between Venezuela and the FARC guerilla group. Venezuela's President Hugo Chavez rebuffed the forensic analysis and, with characteristic flourish, called the head of INTERPOL a "gringo policeman." Yet leaked emails (Miami Herald) from the laptops indicate evidence of Venezuelan financial and arms support for the FARC. If substantiated, these reports could deal a serious blow to regional security and further undermine U.S. relations with oil-rich Venezuela. Despite the troubling signs, experts warn against hasty conclusions. The leaked emails rely solely on correspondence among FARC rebels, they note, not messages between Venezuelan officials and the FARC. Adam Isacson, director of the Center for International Policy's Colombia program, suggests more solid evidence is necessary before considering international action. He adds, however, that if the allegations are proven true, Venezuela will almost certainly be added to the U.S. State Department's list of state sponsors of terror, and that Colombia could seek sanctions against it through the UN Security Council. The U.S. intelligence community is also examining the documents, though one senior U.S. official tells the Wall Street Journal, "There is complete agreement in the intelligence community that these documents are what they purport to be." The Colombia-Venezuela dispute is the latest permutation of a regional power struggle between the United States and its allies and a group of nations more sympathetic to Chavez's left-wing populism. Colombia is the closest U.S. partner in Latin America and has received billions of dollars in counternarcotics aid since 2001. Chavez has seized on these connections. "The U.S. empire has taken over Colombia," he said in March 2008 (AP). Simultaneously, experts say Chavez stokes nationalist sentiment at home by accusing the United States of plotting to invade Venezuela. A vocal group of Republican lawmakers has requested Venezuela's addition to the U.S. state sponsors of terror list. A Washington Post editorial suggests the United States impose targeted sanctions against those implicated by the laptop evidence. Yet many experts and policymakers urge a more cautious approach. An April report prepared for the Senate Foreign Relations Committee advises against unilateral sanctions, suggesting instead that Washington speak "with gentle persuasion, and wise counsel." Some analysts believe that Washington will hold off on sanctions or terror list pronouncements because of worries over how such moves might affect the global oil market (TIME). Other experts worry a deterioration of U.S.-Venezuela relations could undermine regional counternarcotics policy. Washington has built its policy around the multibillion Plan Colombia package, but without cooperation from Colombia's neighbors, experts say the drug trade will continue to flourish. "The regional collaboration needed to make head­way in the drug fight has largely disappeared," writes Ray Walser of the Heritage Foundation. Meanwhile, transnational drug gangs have grown more sophisticated. Markus Schultze-Kraft of the International Crisis Group tells CFR.org that links between gangs and state institutions such as the police and judiciary pose a tremendous challenge to Latin America governments. A new CFR Independent Task Force report says drug trafficking contributes to an alarming spread of violence in Latin America. It calls for a multipronged effort including beefed-up U.S. and European policies to target demand for drugs in their countries as well as regional cooperation to limit the spread of guns. 

AFF: Venezuelan Dutch Disease 

No diversification now – Venezuela is still dependent on oil 

Weisbrot and Sandoval 7 (Mark Weisbrot – co-director of the Center for Economic and Policy Research,  Ph.D. in economics from the University of Michigan, specializes on Latin American economic policies, Luis Sandoval – Center for Economic and Policy Research, “The Venezuelan Economy in the Chávez Years,” July 2007, Center for Economic and Policy Research, , July 2007 http://venezuelanalysis.com/files/pdf/cepr_economy_venezuela_07_07.pdf)//PC

As can be seen by Table 1, the private sector has grown faster than the public sector over the last 8 years, and therefore the private sector is a bigger share of the economy in 2007 than it was before President Chavez took office.9 Table 1 also shows the sectoral growth of Venezuela’s economy over the last 8 years, through the first quarter of 2007. The growth has all been during the current economic expansion – the four years from Q1 2003 to Q1 2007. The fastest growing sector during this period has been finance and insurance, which grew 240 percent during this period. Other fast-growing sectors included construction (144 percent), trade and repair services (127.5 percent), communications (99.5 percent) and transport and storage (87 percent). Manufacturing has done better than the overall economy, with 91 percent growth, but this is not enough growth in this sector to contribute to a process of serious diversification away from its dependence on oil. 
Dutch Disease – Venezuela reinvests profits into the oil industry 

Manzano and Monaldi 8 (Osmel – Ph.D. in Economics from the Massachusetts Institute of Technology , Principal Economist at the Andean Development Corporation (CAF), Assistant Adjunct Professor at Universidad Catolica Andres Bello, Francisco – PhD in Political Economy from Stanford University, Professor and Researcher at Universidad Católica Andrés Bello (UCAB), Professor of Political Economy and Researcher at the Institute of Economic and Social Research of UCAB, master's in Economics from Yale University, “The Political Economy of Oil Production in Latin America,” Fall 2008, The Economia, Bookings Institution Press, http://www.jstor.org/stable/40607908)//PC 

Latin American countries differ in many of the endowment and institutional dimensions that shape the governments' incentives. Accordingly, their oil sectors have followed relatively different trajectories. Still, the evolution of the oil sector in the region does display some common trends. In particular, the institutional framework of the oil and gas sector has undergone extensive changes over the past two decades throughout the region. The countries in the region vary dramatically in terms of their oil reserves (see table 3). Venezuela's reserves are by far the largest and have been grow- ing in the last two decades. Mexico has the second-largest reserves, but they have been revised down significantly over the period.42 Brazil has the third- largest reserves, which have been increasing. While they still are not that sig- nificant relative to the country's consumption and population, very recent discoveries promise to make Brazil a future exporter. Ecuador ranks fourth, with increasing reserves, which are significant both in per capita terms and relative to domestic consumption Table 4 presents the region's natural gas reserves. Venezuela ranks first, but 90 percent of its gas is associated with oil production, which is generally used for reinjection to increase oil production. Bolivia has the second-largest gas reserves, which are not associated with oil production and thus are avail- able to export. Argentina and Mexico are next in natural gas reserves, while Brazil and Peru have made important recent discoveries. The rest of the coun- tries in the region, with the exception of Guatemala, have negligible levels of oil and gas reserve. Venezuela and Mexico are the largest net oil exporters (see figure 1). Ecuador is next, with increasing exports of around 400,000 barrels a day. In per capita terms, however, Ecuador's oil exports are the second largest in the region, behind Venezuela's. Colombia and Argentina have become relevant net exporters in the last two decades, but production has declined in both coun- tries over the last few years. Brazil and Peru have been net importers of oil. Brazil has been able to significantly decrease its dependence on imported oil and become self-sufficient, while Peru has not had much success in increasing production. Argentina and Bolivia are the region's main natural gas net exporters (see figure 2). Venezuela has enormous reserves, but it consumes the gas domes- tically, mainly as an input for oil extraction. Other countries, in particular Brazil and Mexico, are net importers of natural gas. 

Venezuela is vulnerable to Dutch Disease – assumes diversification 

Orhangazi 11 (Özgür, Assistant Professor of Economics at the Roosevelt University Chicago, Ph.D. from the University of Massachusetts Amherst, “Contours of Alternative Policy Making in Venezuela,” November 2011, Political Economy Research Institute of the University of Massachusetts Amherst, http://www.peri.umass.edu/fileadmin/pdf/working_papers/working_papers_251-300/WP275.pdf)//PC

The disappointment that neoliberal policies has created led to a search for alternatives in many Latin American countries and strong social movements opened the way for alternative policies. Venezuela went further than other countries in the region not only in significantly reversing neoliberal policies but also introducing initiatives that seek to transform capitalism into what at times was called 21 st century socialism. Two questions arise in this regard. First, do the alternative economic policies introduced within the last decade represent a viable and desirable alternative to neoliberal orthodoxy? Second, do these policies together with the transformative initiatives represent a transition to a new type of socialism or are they likely to create just another type of capitalism, a capitalism with a human face? These questions do not seem to have straightforward answers as we are talking about an ongoing process and more detailed research and discussion are required to assess the success and failures of the Venezuelan experience so far. However, we can outline some tentative conclusions and speculate about the likely path of the economic process in relation to the political process. 20 Table 1 summarizes major economic and social indicators for the last 10 years. This table shows that apart from the years of political turmoil when a coup attempt and a prolonged capital strike took place (2002-03), the economy recorded high rates of growth with a high rate of gross fixed capital formation which started to slow down around 2008. The dependency on oil makes the Venezuelan case sui generis and we observe that this dependence still prevails despite attempts to diversify economic activity through some policies as discussed above. The relatively small decline in the share of the oil sector in the economy is not met with an increase in manufacturing; instead, the sectors that grew turned out to be services and finance. In this regard, the effectiveness of the fiscal, monetary and exchange rate policies need to be considered. While expansionary fiscal policy was accompanied by a monetary policy that aimed to direct credit towards priority areas, including the manufacturing sector, the fixed exchange rates led to an overvaluation of the domestic currency, undermining the effects of these policies on investment. On the other hand, while the unemployment rate is below its previous levels, at 7.5 percent it still is high and the recession that started in 2010 is likely to increase it. Similarly, even though inflation rate was brought to a level lower than the earlier era, it still constitutes one of the highest rates of inflation in the world and when compared with the wage index we observe that despite continuous increases in the wages, they cannot keep up with the inflation rate, leading to a real income loss for the workers. The price controls are either ineffective in this regard, or their effect is limited. 21 

AFF: Venezuela Economy Impact 
No risk of Venezuelan economic collapse – borrowing, gold, and assets check 

The Economist 11 (Authoritative weekly newspaper focusing on international politics and business news and opinion, “The Americas: Oil leak; Venezuela's economy,” Vol. 398, Iss. 8722; pg. 43, The Economist, 2/26/11, http://proquest.umi.com.proxy.lib.umich.edu/pqdlink?vinst=PROD&fmt=3&startpage=-1&vname=PQD&RQT=309&did=2278283681&scaling=FULL&vtype=PQD&rqt=309&cfc=1&TS=1340732033&clientId=17822)//PC

Could one of the world's top petroleum producers really go bankrupt? EVER since Greece plunged into a sovereign-debt crisis in 2009, investors have focused on which European country might be next. According to Capital Economics, a research firm in London, however, the next trouble spot could be Venezuela. "There is a growing risk that the government will default on its obligations in 2012," its analysts wrote on February 17th. Some in the markets have taken fright, too: the country's credit-default swaps imply a 50% chance of default by 2015. That may be overblown. Even so, Hugo Chavez, Venezuela's leftist president, seems to be pulling off a dubious achievement by causing the bond markets to fear for the solvency of the world's eighth-largest oil producer. The chief cause of Venezuela's travails has been Mr Chavez's pillaging of PDVSA, the state oil firm. He has packed it with loyalists, starved it of investment and used it for social spending, cutting its output from 3.3m barrels per day (b/d) in 1998 to around 2.25m b/d, according to industry estimates. Of that, some 1m b/d is sold at subsidised prices at home or to regional allies, leaving just 1.25m b/d for full-price exports. Meanwhile, the president's hostility to business has devastated the rest of the economy. He has nationalised hundreds of companies and trumped up charges against their owners, causing much of Venezuela's private sector to shut up shop and flee. As a result, the country has seen vast capital flight, and must import many goods that it used to produce. Non-oil exports have ground to a halt: petroleum now accounts for 92% of its dollar intake. A misguided currency policy has exacerbated the malaise. In 2005 Mr Chavez pegged the bolivar at 2.15 to the dollar. However, he also tolerated a legal parallel market that kept the country supplied with hard currency at a higher rate (providing countless opportunities for arbitrage). Last year he closed that market and created a new state body, which provides just over half the dollars that the old system did, at a price of 5.3 bolivares. Venezuela also reinforced its ban on black-market trading, making it punishable by up to seven years in jail. (Merely publishing the unofficial dollar price, now around 8-10 bolivares, has long been illegal.) As a result, foreign exchange is now scarce. Venezuelans have begun asking friends abroad to send them necessities like nappies, sanitary towels and baby milk. The government has tried to compensate for these woes by raiding one of its piggy banks--this year it has grabbed all but $3m of the $832m in a rainy-day fund set up to even out oil-price fluctuations--and by leaning on its workers. Public employees have staged frequent protests over unpaid salaries, worsening conditions and a virtual freeze on collective bargaining. But Mr Chavez's main short-term solution has been borrowing. Since 2008 China has lent Venezuela $12 billion and is being repaid in oil shipments, cutting PDVSA's annual revenues by a further 20%. The government's opaque accounting makes it impossible to know how it has used the money. Net public debt rose from 14% of GDP in 2008 to 29% last year, and the Economist Intelligence Unit, our sister company, expects it to reach 35% in 2011. The country cannot continue borrowing at today's rates: PDVSA's latest dollar-denominated bonds pay a 12.75% coupon. Yet even though things look bad now, a default probably does not loom in the near future. If oil stays at $100 a barrel, the Capital Economics report calculates, Venezuela's export revenues should just cover its foreign-exchange requirements--$11 billion of debt service, $28 billion of capital flight, and $100 billion of imports--over the next two years. And even if petroleum prices drop, the central bank has $22.5 billion in cash and gold, and another $7.5 billion in further unspecified illiquid assets. Moreover, since 2005 the government has squirrelled away $39 billion in a separate, unaudited fund called Fonden. Although analysts do not know how much of this has been spent, some part has probably been saved. There are rumours that the president is hoarding hard currency to prepare for 2012, when he faces a difficult re-election battle that will cost him money. The recent spike in oil prices caused by unrest in the Middle East will surely give Mr Chavez some extra breathing room. And at a pinch, he could probably turn to his friends in Beijing for a new loan. Nonetheless, that sovereign default is even being mentioned in the same breath as a big oil producer in a fast-growing region says something about Mr Chavez's economic stewardship. Even if he makes it past 2012, he will eventually either have to change his policies or deny bondholders what they are owed. 

No risk of Venezuelan economic collapse – reserves, low debt, borrowing, and budgeting solves 

Weisbrot and Sandoval 7 (Mark Weisbrot – co-director of the Center for Economic and Policy Research, Ph.D. in economics from the University of Michigan, specializes on Latin American economic policies, Luis Sandoval – Center for Economic and Policy Research, “The Venezuelan Economy in the Chávez Years,” July 2007, Center for Economic and Policy Research, July 2007 http://venezuelanalysis.com/files/pdf/cepr_economy_venezuela_07_07.pdf)//PC

Oil prices collapsed beginning in 1981, and the Venezuelan economy went down with them. 6 Is this sort of unraveling ahead in Venezuela, as many analysts predict? Of course, the future of oil prices is difficult to project. The July 10 short-term outlook of the US Energy Information Agency projects oil prices at $65.56 per barrel for 2007 and $66.92 for 2008. 7 The risks of unanticipated supply shocks seem to be mostly on the downside, which would increase prices. Most importantly, there is the potential for adverse supply shocks from the Middle East, where the Bush Administration has threatened to bomb Iran if the standoff over that country's nuclear program cannot be resolved; and the general risk of widening war, terrorism, or rebellion there carries an unknown risk for other major world suppliers in the region. However, there is always the risk of an unexpected downturn in oil prices. If such an unanticipated reduction in oil prices is temporary, Venezuela would seem wellprepared to withstand it. The government has about $25 billion, or about 14 percent of GDP, in international reserves. This is much more than is needed maintain a safe level of reserves for imports or other needs. As discussed below, the country also has relatively low levels of public and foreign public debt, and if necessary could borrow rather than cut government spending or public investment enough to seriously slow the domestic economy. The government also budgets conservatively for oil prices that are far below current prices: for 2006, the government budgeted for oil at $26 per barrel, whereas the average price of Venezuelan crude oil was $60.20 (see below). The probability of an economic collapse brought on by falling oil prices therefore appears to be very small. 
Balanced budget, borrowing, international reserves all check Venezuelan economic collapse 

Weisbrot and Sandoval 7 (Mark Weisbrot – co-director of the Center for Economic and Policy Research,  Ph.D. in economics from the University of Michigan, specializes on Latin American economic policies, Luis Sandoval – Center for Economic and Policy Research, “The Venezuelan Economy in the Chávez Years,” July 2007, Center for Economic and Policy Research, , July 2007 http://venezuelanalysis.com/files/pdf/cepr_economy_venezuela_07_07.pdf)//PC

Venezuela has budgeted conservatively with respect to the price of oil, and the prospect of a collapse in oil prices in the foreseeable future seems unlikely – as described above. Critics also point to the run-up in government spending as an unsustainable trend. Table 5 shows the government's finances since 1998. As can be seen, there has indeed been a very large increase in central government spending, from 21.4 percent of GDP in 1998 to 30 percent in 2006. However, revenues increased even more, from 17.4 to 30 percent of GDP over the same period, leaving the central government with a balanced budget for 2006. For 2007, the government has once again budgeted very conservatively for oil at $29 per barrel, 52 percent under the average $60.20 dollars per barrel that Venezuelan crude sold for last year. However, what the government generally does as oil revenue far exceeds the budgeted price, is to spend beyond budgeted expenditures. Thus, while a fall in oil prices will not cause a budgetary crisis, it could lead to reduced government spending from current levels. This could slow the economy from its present very rapid pace, but it is unlikely to cause a downturn, because Venezuela has a considerable cushion to deal with a decline in oil prices. As can be seen in Table 5, Venezuela has taken advantage of the current expansion and increased oil revenues to reduce its public debt, and especially foreign public debt. Total public debt increased quite substantially through the crisis of 2002-2003, reaching a peak of 47.7 percent of GDP in 2003. But by 2006 it was down to a modest 23.8 percent of GDP. The government also transitioned away from foreign financing, leaving the external component of the foreign debt at just 14.7 percent of GDP. Goldman-Sachs projects a further decline of total debt to 20 percent of GDP, despite their projection of a growth slowdown (from 10.3 to 7 percent of GDP). 27 Total interest payments on the public debt, foreign and domestic, summed to a relatively small 2.1 percent of GDP in 2006. Thus there is plenty of room to borrow, if necessary, if Venezuela were to face an unexpected decline in oil revenues. But before having to borrow, the government could dip into its international reserves. As can be seen in Table 6 (below), the government's foreign exchange reserves, as of June 30 were $25.2 billion, or about 14 percent of GDP. This has dropped sharply from its peak of $37.4 billion last year, but it is still much larger than the country's needs, enough to pay off almost its entire foreign public debt. The recent depletion of reserves was the result of a $6.77 billion transfer to the National Development Fund (FONDEN), the creation of an offshore account by the National Treasury for PDVSA’s tax payments in order to manage monetary liquidity (i.e. this is central government tax revenue held in dollars and not being spent), a significant increase in the volume of currency transactions to finance imports approved by CADIVI 28 , and the recent purchase of dollars from the Central Bank by PDVSA as a result of placing $7.5 billion in international bonds (i.e. money raised in bolivares and sold to the Central Bank in order to absorb liquidity). Therefore, these actions do not represent any economic trend that would be expected to further deplete reserves. Also, if we add the offshore accounts of the FONDEN and the National Treasury to the current level of international reserves, the total is in excess of $40 billion 29 – with some estimates of these total effective international reserves as high as $45 billion. 30 The government's revenue from oil last year was $28.9 billion. In the face of an unanticipated decline in oil prices, the government could therefore draw on reserves and borrowing from financial markets for some time before any serious budget cuts would be necessary. For example, if oil revenue were to decline by as much as 20 percent, this could be absorbed from reserves, which would otherwise be expected to grow over the next year. 

AFF: SQUO Solves Drug Wars
SQ solves drug wars – Columbia is taking the lead

Ramirez 12 (Luis, Pentagon Correspondent for Voice of America News, “Panetta Hails Colombian Gains in Drug War,” 4/24/12, Voice of America News, Proquest, http://proquest.umi.com.proxy.lib.umich.edu/pqdlink?vinst=PROD&fmt=3&startpage=-1&vname=PQD&did=2642220911&scaling=FULL&vtype=PQD&rqt=309&TS=1341424439&clientId=17822)//PC 

U.S. Defense Secretary Leon Panetta says Colombia - a nation once battered by drug wars - is becoming a leader in efforts to crack down on drug trafficking in Latin America. U.S. defense chief on Monday began a week-long tour of South America that will also take him to Brazil and Chile. Eleven years after the signing of a military cooperation agreement with Colombia under which Washington has provided billions of dollars in equipment and training, the United States is praising the gains that Colombia's military is making in its war on drug-traffickers. Officials say Colombian forces in recent years have dealt a big blow to the Revolutionary Armed Forces of Colombia, or FARC - a Marxist guerrilla group that for decades has conducted a campaign of kidnappings and executions. Colombian forces have also made gains in their fight against drug gangs responsible for bombings and murders. Now, residents of Bogota are seen at restaurants and night clubs well after dark - a scene not common during the height of the violence a few years ago. On Monday, Panetta flew to the Colombian army's Tolemaida base in the central part of the country, where U.S advisors train Colombian troops. He had praise for the progress Colombia has made in improving security. "Colombia has moved from a nation under siege, from guerrillas and drug-trafficking mafias and paramilitary groups to a country that is a force for security and prosperity in South America," said Panetta. The troops demonstrated helicopter hostage rescue tactics and other maneuvers for Panetta. Colombian Defense Minister Juan Carlos Pinzon Bueno said Colombian forces are now in a position to train others to fight drug-traffickers. The Colombian official said his country can now offer the experience it has gained to other nations in the region, as well as in Central America and the Caribbean. A plan is already in place for Colombians to train Mexican helicopter pilots. The United States says it wants to enable its partners in the region to take the lead in fighting drug-trafficking rings that Washington fears may easily become channels for terrorism. Supporting its regional partnerships is part of the U.S administration's vision for a slimmer, more agile force at a time of severe budget cuts. Panetta said Washington will continue to offer support to its allies. On Monday, the defense secretary announced the United States will facilitate the sale of 10 helicopters to Colombia, including five advanced Blackhawks. 

US involvement only furthers instability, corruption, and causes economic collapse 

Mauser and Francis 11 (Gary A. Mauser –  Professor at the Faculty of Business Administration and the Institute for Urban Canadian Research Studies at Simon Fraser University, June Francis – Associate Professor of Marketing at Simon Fraser University (SFU), “Collateral Damage: The 'War on Drugs,' and the Latin America and Caribbean Region: Policy Recommendations for the Obama Administration,” 1/12/11, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1739203)//PC 

Latin America’s Andean region, Mexico and the Caribbean have been the major focus of the American strategy of supply containment. The aim is to reduce production at the source as well as interdict drugs making their way through the supply chain to US consumers. The US State Department’s 2010 budget allocated over $888 million for combating international trafficking in illegal drugs initiatives in the LAC countries. This is almost half (46%) of the Bureau of International Narcotics and Law Enforcement Affairs budget and is almost 50% more than was budgeted for Afghanistan and South Asia (International Narcotics and Law Enforcement Affairs: Program and Budget Guide). While the drug gang atrocities in Mexico dominate recent news, US strategies in the region and the concomitant fallouts are not new. Few initiatives have been as dramatic as the 1989 Panama invasion that resulted in Manuel Noriega’s capture and conviction in the US for drug trafficking, racketeering and money laundering. Colombia, which produces 70% of the world’s coca, has been a target of the WOD since President Clinton launched “The Andean Counterdrug Initiative” or “Plan Colombia” (Fratepietro 2001). US WOD policies in the region are wide ranging and include eradication, interdiction and criminal enforcement activities. Despite this, narco-trafficking in the region has continued at an alarming level. These US offensives have triggered a series of counter attacks by drug traffickers who seek to maintain this lucrative trade often by infiltrating and corrupting institutions and setting off cascading effects that reach all areas of these societies. This “off shoring” of the battle against narco-trafficking has diffused criminal activities associated with this trade to a widened geographic region and exacerbated criminal activities as the narco-trade flanks these frontal attacks. These unintended consequences promote corruption in struggling democracies that further undermines the rule of law in a fragile region. A recent review of crime in the Caribbean, for example, concludes “Crime and violence present one of the paramount challenges to development.” (United Nations Office on Drugs and Crime 2007). In this paper we examine the wider chain effects of the US-led WOD policies on the LAC region and argue that the WOD has a net detrimental effect to achieving the political security that are vital to long-term development in the region. Specifically, the paper explores the impact of these policies on the economies, political stability and corruption in the LAC region. We argue that these WOD policies have amplified insecurity in the region and now threaten the social and economic framework on which their economic development depends. Most critics to date of the WOD policies have focused on the consequence of domestic policies for the United States while the offshore consequences of the WOD have received relatively little attention. This paper addresses this lacuna. Emerging from our analysis are policy alternatives for both the US and LAC. There is an urgent need for the US to train its attention on this issue, given the potential impact on US homeland security of destabilization in Latin America and the Caribbean. The paper argues strongly for the US to abandon prohibition as they did with alcohol and instead devise strategies similar to those employed in the distribution of alcohol. This paper is divided into four sections. First, we briefly review the history of American narcotics legislation. Next, we discuss the supply curtailment programs in the LAC region. Third, we explore the impact the WOD have had in this region including an analysis of the role organized crime plays. Finally, we propose policy recommendations for the Obama administration and for governments in the LAC region. 

US WOD fails and increases organized crime – operations will just shift locations 

Mauser and Francis 11 (Gary A. Mauser –  Professor at the Faculty of Business Administration and the Institute for Urban Canadian Research Studies at Simon Fraser University, June Francis – Associate Professor of Marketing at Simon Fraser University (SFU), “Collateral Damage: The 'War on Drugs,' and the Latin America and Caribbean Region: Policy Recommendations for the Obama Administration,” 1/12/11, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1739203)//PC 

One of the intractable problems faced by the WOD strategy is the remarkable adaptability and resilience of targeted criminal organizations. The lucrative demand for illicit drugs remains an important mainstay of organized crime and its most profitable activity (Das 1997, quoted in Fukumi, 2003 pg 93). In the context of LAC, the drug cartels from Columbia continue to drive the international cocaine trade. The Medellin and Cali cartels, particularly the Medellin, pioneered drug trafficking in Latin America and set the stage for the dominance Columbia still holds. As noted earlier, the Andean initiative, which sought to disrupt cocaine supply at the source, was initially focused on Columbia and was geared towards disrupting the organization of the Medellin Cartel. This was done through pressure on Columbian government to prosecute high profile traffickers, eradicate crops and destroy key production capacity. Despite the success of these efforts, the drug trade has shown remarkable capacity to change and adapt. Hence, in response to the pressure mounted on Columbia, drug production capacities shifted to Bolivia and Peru, and they in turn became targets of the WOD. Similarly flexibility is seen in the “transit zone” of the LAC region that bridges the supply with the United States and Europe. In these transit zones, the focus of the WOD is on interdiction and the disruption of the supply chain. But covering this area adequately requires a massive effort given its vastness. This region occupies 6-million square mile area that is used by drug traffickers to transport drugs to the United States markets. This vast region includes the Caribbean Sea, the Gulf of Mexico, Central America, the northern coast of South America, Mexico, and the Eastern Pacific. As pressure is put on one region, cartels shift some of their operation and changed distribution strategies to circumvent these measures. In response to the pressure drug traffickers faced in Central America, countries in the Caribbean, notably the Dominican Republic, Haiti, the Bahamas and Jamaica became major transshipment locations for cocaine while some production relocated to Mexico (CBO papers, 1994). In the past decade, as pressure has been applied in the Caribbean, Mexico has become the major transit route for an estimated 90% of cocaine into the US (Paterson 2009). The WOD has been likened to a balloon – when you squeeze one spot it pops out on the other side (Friesendorf, 2006). The net effect is that to the extent that the Andean initiative has been effective in stemming the flow of drugs into the US, it has provoked international drug cartels to set up operations in new regions. The channeling of drugs through the Caribbean corridor brought with it significant increases in the activities of organized crime (Bryan 2000). Having criminal organizations take root has had far reaching consequences for these small and often fledgling nations. International criminal organizations differ importantly from legitimate businesses that possibly account for their impressive flexibility and durability. First, criminal organizations are primarily involved in illegal activities, so instead of relying on the law to settle disputes, they use violence to settle disputes and to terminate contracts. Moreover, the pattern of managerial incentives and disincentives are different. Employees’ families may be held hostage to guarantee their cooperation. And when an individual or business organization is no longer useful to the criminal organization, they need not be bound by retirement contracts or labor unions (Wright 2006). In many other ways, apart from its illegality, organized crime are often likened to the operation of any transnational organization in its goals, operations and strategies; hence, the moniker transnational crime organization (TCO). These organizations are characterized as having an “enviable organizational culture of efficiency ...They have been able to innovate, expand, and flourish in a furiously changing international scenario” (Bryan 2000 pg 1)

US WOD increases corruption, crime, homicide, and kills the economy 

Mauser and Francis 11 (Gary A. Mauser –  Professor at the Faculty of Business Administration and the Institute for Urban Canadian Research Studies at Simon Fraser University, June Francis – Associate Professor of Marketing at Simon Fraser University (SFU), “Collateral Damage: The 'War on Drugs,' and the Latin America and Caribbean Region: Policy Recommendations for the Obama Administration,” 1/12/11, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1739203)//PC 

The WOD strategies used in LAC rely on traditional law enforcement approaches such as interdiction, apprehension and eradication. These tactics, even when successful, paradoxically increase rather than reduce violence in these countries. The reason is that violence escalates as drug traffickers respond when threatened with more violence. This violence is directed against law enforcement and other competing criminal groups often holding the society at ransom in the crossfire. An example of this is the recent escalation in violence in Mexico. According to the Mexico Institute, (a think tank that focuses on the region) “From 2001 to 2009, there were more than 20,000 killings attributed to drug trafficking organizations”(Astorga and Shirk 2010). The violence stems from the Calderon government’s sustained policy of confrontation with traffickers, which has unleashed violent wars between and within drug trafficking organizations (Beaubien, 2010). Further, traditional law enforcement approaches actually widen the infiltration of organized crime in societies in which they are operating. According to Buscagli based on empirical results of strategies used by countries which had ratified the UN Convention on Drugs, “just relying on traditional legal sanctions to counteract organized crime (e.g., increased incarceration and/or extradition of physical persons) will tend to create an incentive for criminal groups to expand their corruption rings (in order to protect themselves from higher expected sanctions) thus increasing the feudalization of the state by criminal groups while enhancing their operational capacities. This unwanted result of applying traditional criminal sanctions will occur if the network of criminal assets (net worth in the hands of a network of licit and illicit businesses) is not hampered by intelligence and judicial authorities first. In the cases where criminal asset networks remain untouched, the data in this paper show that criminal groups will simply react to higher expected punishments by re-assigning their relatively untouched financial resources to expanding their rings (scope) and scale of corruption at higher levels in order to protect themselves. As a result, organized crime and high level corruption grow even when the expected punishment aimed at the members of criminal enterprises is increasing at the same time,” (Buscagli, 2008, pg 291). In another related study, which empirically examined 66 countries around the world, homicide rates were found to be positively related to the enforcement of drug prohibition as measured by drug-seizure rates (Miron 2001). Hence, an unintended consequence of enforcement is that it may simulate corruption and criminal violence. Crime levels in the LAC region are at alarming levels. The UN report on crime in the Caribbean concludes: “While levels of crime and associated circumstances vary by country, the strongest explanation for the relatively high rates of crime and violence rates in the region—and their apparent rise in recent years—is narcotics trafficking. The drug trade drives crime in a number of ways: through violence tied to trafficking, by normalizing illegal behavior, by diverting criminal justice resources from other activities, by provoking property crime related to addiction, by contributing to the widespread availability of firearms, and by undermining and corrupting societal institutions.” (UN Office on Drugs and Crime, 2007, pg i ). The LAC region has the highest murder rate in the world (25.6 per 100,000) even higher than regions with armed conflict (UNDOC 2007). The homicide statistics for countries in the region that are heavily targeted by the WOD are alarming: Jamaica at 59 murders per 100,000 population, and 40 per 100,000 for the Andes and Central America (in 2008) put these countries among the world’s highest (Report on Citizen Security And Human Rights). The situation in Latin America, with respect to crime, is equally alarming. As a region, LAC has the highest rate of violent death in the world. Mortality due to violence is 21.8 per hundred thousand people compared to a rate of 6.5% in North America, 4.0% in Western Europe, and is higher than even the former communist states, which are at 17.2% (Soares & Naritomo 2007). These crime rates not only have direct effects on those who are their victims but have long term negatives consequences for economic growth and for the governance of the society. Crime in LAC is not simply a reflection of economic conditions but is also a cause of economic underperformance (Collier, 2002; Cardenas, 2007). While the LAC rates of crime may be partially related to general macro economic crime factors such as poverty, these factors alone do not account for the level of crime. In the Caribbean, it is estimated that the overall homicide rates and robbery rates are 34 percent and 26 percent higher respectively than in countries with comparable macroeconomic conditions (UN Office on Drugs and Crime 2007). Homicide rates overall have been shown to negatively affect economic growth (Peri 2004). Estimates suggest that if Jamaica and Haiti were to bring their homicide rates down to the levels of Costa Rica, they would experience a boost of 5.4 in their annual per capita growth rate (UN Office on Drugs and Crime, 2007). In a study of the impact of crime on Columbia’s growth rate, a time series analysis indicated that crime reduced the productivity in Columbia by an estimated 1% per year since 1980 by diverting capital and labour to unproductive activities. This increase in crime was attributed to the rise of narco-trafficking in that period (Cardenas 2007). In 2010, PRS estimated the GDP per person in the Andean countries ($6,090 USD) at less than half the world average ($14,312 USD), and that of the Caribbean countries as not much higher at $7,161 USD. There are many reasons for this but narco-trafficking and the unintended consequences of the WOD undoubtedly play powerful roles. One indication of this is the intra-regional differences in GDP per person for those Caribbean countries that have high drug seizures (e.g., Jamaica, $4,614) and those that do not (e.g. Bahamas, $19,151). (PRS Group, table T7, 2010). 

US drug trafficking increases political instability, corruption, and encourages human rights violations 

Mauser and Francis 11 (Gary A. Mauser –  Professor at the Faculty of Business Administration and the Institute for Urban Canadian Research Studies at Simon Fraser University, June Francis – Associate Professor of Marketing at Simon Fraser University (SFU), “Collateral Damage: The 'War on Drugs,' and the Latin America and Caribbean Region: Policy Recommendations for the Obama Administration,” 1/12/11, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1739203)//PC 

Narco-trafficking also can have destabilizing effects on governments, especially in vulnerable states. Drug organizations attempt to influence the political process in order to buy favors. As law enforcement pressure is applied directly or through compliance with the US WOD policies, political instability may ensue as drug organization seek influence through means other than the ballot. Buying off politicians or openly providing arms to support one political party or another are common approaches. (Figueroa and Sives 2003). According to these measures, with respect to the Caribbean, countries targeted by the WOD activities due to narco-trafficking, with the exception of the Bahamas, tend to fare the worst of all the Islands in the region on the measure of political stability (Governance Matters 2009). Jamaica, Haiti and the Dominican Republic, rank lower than other islands. For countries in South America, a similar pattern emerges with countries that have been targeted for WOD policies, or have been affected by the ripple effects of these policies, ranking from 3 to 36th percentile in the world on political stability, well below the other South American countries, such as Chile, French Guyana and Suriname, that are outside the path of these policies. (Governance Matters 2009). WOD policies also act to undermine human rights by the militarization of law enforcement. One strategy when faced with institutional corruption and destabilizing factors is to use or create alternative institutions. Concerns about corruption among police agencies have led national governments such as Mexico and Jamaica to rely upon the national military to crack down on drug traffickers. However, this approach entails serious risks even if the military is less corrupt than the police and is more responsive to national priorities. Militaries have fundamentally different goals and training than police. “The military’s job is to seek out, overpower, and destroy an enemy. Though soldiers attempt to avoid them, collateral casualties are accepted as inevitable. Police, on the other hand, are charged with ‘keeping the peace’ ... Their job is to protect the rights of the individuals who live in the communities they serve, not to annihilate an enemy” (Balko, 2006). The roots of this distinction lie in the English common-law principle that citizens have certain rights, and the government is obligated to respect those rights, even when doing so may be inconvenient to government policies. A recent example of the effects of military intervention is in the case of the extradition of a Jamaican drug lord, “Dudus” from Jamaica. The Jamaican government had initially refused his extradition to the US, but under pressure and amid much controversy they relented. For a variety of reasons, including the unreliability of the Jamaican police, the government preferred to rely upon the army to capture Dudus. This resulted in widespread rioting and the loss of some 78 lives. Dudus was insulated by not only criminal gangs but had “bought support” from the police and the population itself (Llana, 2010). Likewise the Mexican army has taken a leading role in combating drug gangs and has been criticized for alleged human rights violation, excessive use of force and being the cause of escalating violence (Olson et al. 2010).

**Japan**
AFF: Japan 2AC
High oil prices collapses the Japanese economy 

Korhonen and Ledyaeya 9 (Iikka Korhonen – received his doctoral degree from Helsinki School of Economics and Business Administration, majoring in economics, Bank of Finland Institute for Economies in Transition (BOFIT) Svetlana Ledyaeva –  Centre for Markets in Transition (CEMAT), Helsinki School of Economics, “Trade linkages and macroeconomic effects of the price of oil,” 11/14/09, http://www.sciencedirect.com.proxy.lib.umich.edu/science/article/pii/S0140988309002230)//PC

In our sample, the largest negative direct effects of a positive oil price shock are found for Japan, China, USA and Finland. The result for Japan is somewhat unexpected, as recent findings by Blanchard and Galí (2007), Kilian (2008) and Jiménez-Rodríguez and Sánchez (2004) are the reverse, i.e. they conclude that Japan has fared relatively well in the face of recent exogenous oil price shocks. However, in our study, we separate the effects of positive and negative oil price effects and control for the latter. In the studies mentioned above, the positive and negative oil price shocks are not separated or are not controlled for negative shocks. Moreover, the effect of a negative oil price shock (as measured by the sum of oil shock coefficients; see Appendix D) for Japan is highly significant and positive, while the effect of a positive oil price shock is negative and significant (albeit smaller in absolute size). When we estimate the symmetric specification (in which the measure of oil price shock is just the log- difference), the total effect is positive, although not statistically significant. In the specification in which we control only for the positive oil price shock, using the Hamilton measure, the effect is negative but small and statistically insignificant. These differences in model specification partly explain the deviation of our results for Japan from those of other studies. 

Japanese economic collapse triggers global economic collapse and risks armed conflict throughout Asia

Michael Auslin 2009, is the director of Japan Studies at the American Enterprise Institute and senior research fellow at the MacMillan Center for International and Area Studies at Yale University, 2/17/09 

[“Japan’s Downturn is Bad News for the World: The US Can’t Count on Japanese Savers”, Wall Street Journal, February 17th 2009, available online at http://online.wsj.com/article/SB123483257056995903.html accessed June 28th, 2010]#SPS
If Japan's economy collapses, supply chains across the globe will be affected and numerous economies will face severe disruptions, most notably China's. China is currently Japan's largest import provider, and the Japanese slowdown is creating tremendous pressure on Chinese factories. Just last week, the Chinese government announced that 20 million rural migrants had lost their jobs. Closer to home, Japan may also start running out of surplus cash, which it has used to purchase U.S. securities for years. For the first time in a generation, Tokyo is running trade deficits -- five months in a row so far. The political and social fallout from a Japanese depression also would be devastating. In the face of economic instability, other Asian nations may feel forced to turn to more centralized -- even authoritarian -- control to try to limit the damage. Free-trade agreements may be rolled back and political freedom curtailed. Social stability in emerging, middle-class societies will be severely tested, and newly democratized states may find it impossible to maintain power. Progress toward a more open, integrated Asia is at risk, with the potential for increased political tension in the world's most heavily armed region
Econ Up
Japanese growth now
CHINA DAILY 7-6-2012 (China's shifting economy promises benefits to Japan, http://www.chinadaily.com.cn/cndy/2012-07/06/content_15553204.htm)
China's plan to have an increasing amount of its economic growth generated from domestic consumption opens opportunities to Japanese companies and encourages the Japanese to invest in the world's second-largest economy, former Vice-Premier Zeng Peiyan said on Thursday.
China resolved, during the recent global financial crisis, to change its sources of economic growth. As a result, the country is "turning into more of a global market and less of a global manufacturing powerhouse", Zeng said.
The policy change is "bringing fantastic business opportunities to Japanese companies", he added.
Zeng's remarks came during an opening ceremony held for the China-Japan Entrepreneurs Exchange Meeting of the Boao Forum for Asia, which took place in Japan's Yokohama.
China is Japan's largest trade partner, and Japan is the third-largest source of China's foreign direct investment, or FDI. By the end of 2011, Japan had $83 billion worth of accumulated investments in China.
For years, the majority of Japanese companies that have invested in China have done so because of the low-cost labor they found there. They set up factories and imported raw materials and components from Japan while exporting final products to overseas markets, particularly to developed markets.
As Chinese labor costs continue to rise, the world's second-largest economy is planning to have its growth depend more on domestic consumption and less on exports. Japanese companies, meanwhile, are "finding it necessary" to invest more in Chinese research and development and design and technology, similar to what a slew of international companies have done, Zeng said.
"This will help the two countries find new sources of economic growth and lead to more cooperation," he said

Oil Price Links
High oil prices crush the Japanese economy

LIEN 2012 (Kathy, writer at Investor Words, “The Japanese Economy and Oil Prices,” http://www.investorwords.com/tips/1264/the-japanese-economy-and-oil-prices.html#ixzz1znrg3dWc)
Japan imports 99% of its oil (compared to the U.S., which imports 50%). It is one of the world's largest net oil importers. Japan's lack of domestic sources of energy, and its need to import vast amounts of crude oil, natural gas and other energy resources, makes it particularly sensitive to changes in oil prices. Japan also lacks the flexibility to switch to nuclear power because it is a huge net importer of uranium for its nuclear power plants. In 2003, the country's dependence on imports for primary energy stood at more than 79%. Oil provided Japan with 50% of its total energy needs, coal with 17%, nuclear power 14%, natural gas 14%, hydroelectric power 4%, and renewable sources a mere 1.1%. Therefore, when oil prices skyrocket, the Japanese economy suffers.

Japanese economy is recovering but high oil prices will damage it—long-term damage means it’s not resilient

MNI 2012 (Market News International, “Update: BOJ Shirakawa: High Oil Prices To Hurt Japan Economy,” March 13, https://mninews.deutsche-boerse.com/index.php/update-boj-shirakawa-high-oil-prices-hurt-japan-economy?q=content/update-boj-shirakawa-high-oil-prices-hurt-japan-economy)
Bank of Japan Governor Masaaki Shirakawa on Tuesday warned that rising energy prices in global markets will hurt Japan's purchasing power while pointing to brighter spots in both overseas and domestic economies.
He also told a news conference after a two-day policy board meeting that the European debt crisis remains a big downside risk to Japan's export-led recovery.
"The increase in crude oil prices in itself will have a negative impact on oil-importing countries like Japan, by causing a large deficit in the current account balance through a worsening of the terms of trade, and by lowering their purchasing power in real terms," Shirakawa said.
He said the largest factor behind the current high crude oil prices is heightened geopolitical risk surrounding Iran, whose ambition to develop nuclear capacity has invited a threat from Israel to make a pre-emptive strike.
An easing of the European debt crisis, an improvement of the U.S. economy and monetary easing around the world have also led to higher oil prices, he said.
"If such price increases have a strong negative impact on the economy by lowering its purchasing power in real terms, it could become a factor dampening the economy in the long term," said the governor.
Econ Down

Japanese economy will decline now

JAPAN DAILY PRESS 7-2-2012 (Prime Minister Noda warns Japan’s economy faces same risks as Europe, http://japandailypress.com/prime-minister-noda-warns-japans-economy-faces-same-risks-as-europe-025761)
On Saturday, Japanese Prime Minister Yoshihiko Noda warned that the nation was struggling with the same risks that led Europe to its current financial crisis. This statement came after earlier in the week when the Lower House of Japan’s parliament passed into legislature a bill that will double the country’s 5% sales tax by 2015, in an effort to slow the snowballing public debt. He was also speaking only one day after Europe’s euro-using countries came to an agreement to assist the ailing economies of Italy and Spain.
Prime Minister Noda said that even with Italy and Spain making strong efforts, if the country’s government doesn’t have discipline, the financial situation will not improve. This is the position Japan finds itself in, Noda explained. Japan, with the world’s third largest economy, is now burdened with a national debt that is more than double the country’s GDP, making it the largest in the world. Having struggled and argued against opposing parties for months, Noda has bet his political career on the tax increase as a start to bringing things under control, and preventing the collapse of the economy.
Economic analysts, as well as opposers of Noda’s tax bill, are afraid that a substantial tax increase at this time will ruin any chance of Japan’s still-recovering economy from the March 2011 disasters. Despite a large group of opposing votes from within Noda’s own party, the bill did get enough votes to pass the Lower House, and will now move to the Upper House for consideration.
Japanese economic decline inevitable—demographics

MENJU 7-4-2012 (Toshihiro Menju is Managing Director and Chief Programme Officer at the Japan Centre for International Exchange, Bangkok Post, http://www.bangkokpost.com/news/local/300871/closed-immigration-policy-imperils-japan-economy)
Japan is very slowly beginning to recover from the enormous economic and infrastructure setbacks caused by the March 11, 2011, earthquake. One reason for the slow pace of recovery is due to Japan's shrinking and ageing population, a phenomenon that is gradually and detrimentally affecting Japanese society as a whole.

As of November 2011, Japan's population totalled 128 million, ranking it 10th in the world after Russia. Historically, Japan's large population has contributed to its dynamic economic output, providing a well-educated workforce along with a large domestic consumer market. However, since 2005 the total population has been in decline for the first time since World War II. Indeed, over the next decade it is expected to decrease by 5.3 million people, a significant decline of 4%, more than the entire population of Shikoku, Japan's fourth-largest island.
Unfortunately, Japan, unlike other developed economies, has only experienced two brief baby booms. The first baby boom, which occurred immediately after World War II, lasted just three years, until abortion became legal in 1949. Ironically, concerns over a sudden swell in population resulted in an increase in the number of pregnancy terminations. Furthermore, that post-World War II generation started a national trend where each subsequent generation has had fewer and fewer children, as evidenced by the brief baby boom in the early 1970s. As a result, today, the demographic decrease in Japan of children under the age of 15 is a serious national concern. Since 2003, over 400 public elementary, junior high, and senior high schools have closed every year directly as a result of demographics. It is estimated that between 2005 and 2025 the Japanese labour force _ ages 15 to 64 _ will decrease by approximately 14 million, and at the same time citizens aged 75 and over will increase by 10 million. The economic, civil, and societal implications for such a dramatic and sudden demographic change are unprecedented.
**IRAN**

2NC Econ Impact

Low oil prices collapse the Iranian economy – significantly affects GDP 

Mehrara and Rezaza 11 (Mohsen –Associatee Professor and the University of Tehran, Abbas Rezaza – Islamic Azad University, Economics and Finance Review Vol. 1(5) pp. 44 – 56, “OIL REVENUES AND ECONOMIC GROWTH IN IRAN,” July 2011, http://www.businessjournalz.org/articlepdf/efr1507e.pdf)//PC

The first to fourth specifications reflect the symmetric effects of positive and negative oil shocks on production. But if oil effects are asymmetric, the results of these models may be misleading. As it was explained in previous section, to examine and test the asymmetric effects of oil shocks on real production, oil revenue changes are divided into positive and negative ones and added as two explanatory variables to the growth model using Mork‟s methodology. Specifications 5 to 11 in Table (3) are estimated decomposition of oil shocks to positive (pos) and negative (neg) ones. As it can be seen by adding positive and negative shocks to the growth equation, the coefficient of determination significantly increases (from61% to 77%). In all cases, the negative oil shocks are much more effective than the positive oil shocks contemporaneously according to the size and statistical significance. Positive shocks in most cases are not significant or receive less importance than the negative oil shocks. In addition, negative oil shocks (based on the coefficient neg(1) ) enter with a positive sign and are statistically significant and affect GDP growth in the next period. Therefore, the lag of positive oil shocks (based on the coefficient pos(1)) is insignificant and is removed to improve in some specification. Moreover, the symmetry hypothesis implying the equal effects of positive and negative oil shocks is rejected based on Wald test. The estimation results from the above mentioned specifications indicate that long-run positive (ecmp) and negative (ecmn) imbalances also have asymmetric effects on economic growth. The size of coefficient of (ecmp), ranging from 0.02 to 0.03 is much less than the coefficient of (ecmn) which is estimated between0.12 to 0.17. In addition, coefficient of (ecmp) is not significant in any equation, while the (ecmn) has important effects on (decreasing) economic growth .Among asymmetric specifications, equation 11 enjoys the best base on ̅ , Akaike (AIC) and Schwartz (SIC) criteria. In most of the equations, the coefficients of the variables of the investment, are significant and of correct sign. The estimated growth equation 11 passes through all diagnostic tests (Heteroscedasticity, Ramsey‟s RESET test, autocorrelation and normality). In addition, the preferred specification is able to explain 77% of changes in GDP growth. Thus 23 percent of production changes are yet attributable to factors that are not included in the model. Due to severe structural changes in the sample period (especially Iran-Iraq War and Islamic Revolution) stability of structural coefficients based on the plot of cumulative sum of recursive residuals (CUSUM) and plot of cumulative sum of squares of recursive residuals (CUSUMSQ) have been used. The plot of CUSUM and CUSUMSQ statistics together with the 5% critical lines clearly indicates stability in equation and residual variance during the sample period. 

Iranian economic desperation causes war in the Middle East
FISHMAN 2012 (Alex, “Beware Iranian desperation,” Y Net News, Jan 17, http://www.ynetnews.com/articles/0,7340,L-4176675,00.html)
Everybody talks about the spring, because everyone is convinced that Israel will be striking Iran at that time, a move that will ignite the Middle East. The scenario is rather banal and emerges in every defense panel in the global media: This year, the Iranians will complete the task of moving their nuclear project deep underground, and from that moment an aerial strike would be much less effective. Hence, a strike appears to be required as soon as is possible.

However, there is another possibility that is much more realistic, much closer to materializing, and unrelated to an attack on Iran’s nuclear sites. This scenario asserts that the ones to first pull the trigger will be the Iranians, against the backdrop of Tehran’s economic chokehold and growing global isolation. Iran is starting to be pushed into a corner in the face of existing pressure, and more so as result of pressures to be exerted very soon.

Tehran’s economic collapse is already around the corner. The regime sees the thousands standing in line at banks these days in order to exchange the local currency for dollars – but there are none. On the black market, the gap already stands at 60%. Nobody can predict the breaking point that would prompt Ahmadinejad to act desperately; the point where the ayatollahs feel threatened enough to resort to a military provocation that would bully the world and exact such high price as to prompt the international community to lift the chokehold.

AT: Iran Dutch Disease 
No Dutch disease – Iran’s economy is diversified 

Bhattacharyya and Blake 9 (Subhes C. – Associate Professor and Programme Director of MSc in Energy Studies at the Center for Energy, Petroleum, and Mineral Law and Policy, Andon –PhD research involves looking at upstream petroleum taxation around the world and testing their potential effects on petroleum supply using economic models, Master’s in Mineral Economics in 2006 at Michigan Technological University, “Analysis of oil export dependency of MENA countries: Drivers, trends and prospects” 8/29/09, http://www.sciencedirect.com.proxy.lib.umich.edu/science/article/pii/S0301421509008210)//PC
The oil export revenue of seven MENA countries show a clear pattern (see Fig. 1) of close links with oil price movements. Three periods can be easily identiﬁed: the sharp revenue fall up to 1986; 
 an extended trough between 1986 and 2000 where a minor revenue recovery is observed; and ﬁnally 
 income growth after 2000 that continued to 2006, our last data point (this period effectively ended in the price collapse of 2008). Two countries in the sample dominate the picture – Saudi Arabia and Iran – each having almost similar levels of oil export revenue in 2006, although in 1980 Iran had less than a quarter of Saudi revenues (because of Iran–Iraq conﬂicts). Clearly, the effect of revenue ﬂuctuation is more evident in bigger economies – especially in Saudi Arabia, which was in line with its leadership role in OPEC. The growth in export revenue has also been signiﬁcantly higher for Iran since 2000 compared to all countries in the sample. However, the GDP did not show such volatility in most of the countries in constant dollar terms (see Fig. 2). No sharp decline in GDP is seen in the 1980s but the growth stagnated in this decade. However, since early 1990s, all the economies under consideration have started to grow. In terms of export dependency, the picture changes quite signiﬁcantly (Fig. 3). Iran turns out to be least dependent on its oil export revenue – practically for the entire period of our study. 2 The diversiﬁed structure of Iranian economy and higher role of non-oil exports explain this. Algeria comes next after Iran – due to its reliance on natural gas export and the limited size of its oil reserves. For the rest, oil export dependency remained high – between 30% and 70% of the GDP. All the countries have seen a signiﬁcant level of volatility in the oil export revenue dependence during the period – as oil price ﬂuctuated. The trend follows a pattern similar to that of oil export revenue. 

No Iranian Dutch disease – domestic demand and size of economy 

Bhattacharyya and Blake 9 (Subhes C. – Associate Professor and Programme Director of MSc in Energy Studies at the Center for Energy, Petroleum, and Mineral Law and Policy, Andon –PhD research involves looking at upstream petroleum taxation around the world and testing their potential effects on petroleum supply using economic models, Master’s in Mineral Economics in 2006 at Michigan Technological University, “Analysis of oil export dependency of MENA countries: Drivers, trends and prospects” 8/29/09, http://www.sciencedirect.com.proxy.lib.umich.edu/science/article/pii/S0301421509008210)//PC
Following Eq. 2, we shall now consider the elements of oil export dependence. The ﬁrst term provides the effect rate of export in constant price terms (see Fig. 5). Clearly, the trend follows the oil price trend generally 3 but there is some variation in the price level for each country. This difference arises due to the quality of oil, contractual arrangements and discounts allowed on price by the countries for exporting oil. The trends for Iran and Libya show much divergence compared to the other countries, especially in the late 1980s to early 1990s as well as in recent years. The quality of data reported in the sources and the prevalence of multiple exchange rates in Iran for a certain period could explain such anomalies. The importance of oil export as compared to primary oil supply (see Fig. 6) is however not uniform across the region. On one hand, Iran sets the lower bound for the region with a relatively low export to primary oil supply ratio. The size of the Iranian economy and domestic demand for oil is responsible for such a low level of oil export importance. On the other, Qatar sets the upper bound with a very high export to local use ratio. The diversiﬁed energy mix of Qatar and reliance on gas for domestic use makes this possible, although in terms of reserves Qatar does not ﬁgure favourably. It is generally noticed that smaller economies have a higher oil export to primary oil supply ratio. Similarly, for the OPEC members in the sample the trend is fairly stable over the entire range of our study period. This is likely to have arisen from the requirements of production quota allocations to members, lock-in effects in upstream oil development, production and consumption, and proportional increases in domestic demand. For others, while the lock-in effects remain valid, the possibility of higher or lower exports due to changes in the market conditions can lead to some volatility in the ratio. 

AT: Sanctions Trigger

US Sanctions doesn’t trigger Iranian economic collapse – Asia and Europe are key to Iran’s oil market 

Goldstein and Makovsky 12 (Lawrence Goldstein – a founder of the Energy Policy Research Foundation and former consultant to the office of the secretary, Michael Makovsky – a former oil analyst at investment firms, is director of the National Security Project at the Bipartisan Policy Center, “The Real Oil Shock; An Iran with nuclear weapons is the true threat to the world economy,” 1/16/12, The Weekly Standard,  http://go.galegroup.com.proxy.lib.umich.edu/ps/i.do?id=GALE%7CA276765752&v=2.1&u=lom_umichanna&it=r&p=AONE&sw=w)//PC

In 1993, James Carville, President Bill Clinton's political strategist, said that &#8220;if there was reincarnation,&#8221; he'd like to return as the bond market, because then he could &#8220;intimidate everybody.&#8221; Today, with interest rates historically low, the fantasy of choice would no doubt be to come back as the oil market, which intimidates even the U.S. government. Fear of the oil market and its impact on the fragile U.S. and global economy is seemingly a driving factor in the Obama administration's Iran policy. The administration cited that fear in opposing and then weakening legislation that would sanction Iran's Central Bank and in belittling the prospects for a U.S. military attack on Iran's nuclear facilities. While the administration is right to be concerned, it should take a longer view. A fuller analysis of the oil market suggests that allowing Iran to develop nuclear weapons capability would produce higher oil prices for a longer duration than would either action taken to prevent it. On December 1 the Senate voted 100-0 in favor of legislation sponsored by Senators Mark Kirk and Robert Menendez that would sanction companies that deal with the Central Bank of Iran (CBI). A primary purpose of the legislation was to undercut Iran's oil exports, which are financed through the CBI and supply more than half of Iran's state revenue. This was a notable achievement. Many considered CBI sanctions the &#8220;nuclear option&#8221; of sanctions and the best possible, and perhaps last available, means short of military action to prevent a nuclear Iran. The administration, however, opposed this legislation, partly out of concern that it would reduce the supply of oil in the market, driving prices up and undermining the fragile global economy--this at a time President Obama is focused on reelection. The administration managed to persuade the bill's authors to weaken the legislation, which finally passed both congressional chambers on December 15. Obama signed it on December 31. It gave the president greater discretion over whether and what sort of sanctions to impose on financial institutions dealing with the CBI. Sanctions would take effect six months after the legislation is signed into law. The president can grant exemptions to financial institutions whose parent countries are cooperating with U.S. policy toward Iran, and can waive sanctions altogether if it is &#8220;in the national security interest&#8221; of the United States. The administration must inform Congress bimonthly whether there is sufficient non-Iranian oil supply to allow foreign buyers of Iranian crude to reduce their purchases from Iran significantly. There is another round of potentially tough sanctions legislation that could pass this spring, which includes sanctioning the CBI if it is determined to be supporting Iran's weapons of mass destruction or terrorism. For these sanctions to exert any meaningful pressure on Iran, international support will be crucial since American companies already do not purchase Iranian oil. Instead, almost three-quarters of Iranian oil exports in the first 11 months of 2011 were purchased by four countries: China (27 percent), India (18 percent), South Korea (12 percent), and Japan (16 percent). The European Union bought only a little more than India (22 percent), with Italy the largest buyer (8 percent). Only if the four main Asian buyers stop buying Iranian oil will Iran's revenue truly suffer. If these Asian countries do not reduce or cease their oil purchases from Iran and some European countries do (those countries now indicating support for an import ban account for 5-12 percent of Iranian oil exports), Iran will be forced to sell more oil to Asia. With greater leverage, the Asian buyers will likely demand a discount. This will reduce Iran's oil revenue but not enough to force Tehran to cease its nuclear program.

Current sanctions fail – Iran will find new buyers – only the plan triggers the link 

Cal 12 (Andres, Writer for the Christian Science Monitor, “Europeans fear Iran oil embargo will wreck economy,” 1/19/12, Christian Science Monitor, http://search.proquest.com.proxy.lib.umich.edu/docview/916799190)//PC

With a proposed embargo on Iranian oil, the European Union and the US could suffer from rising oil prices while Iran simply finds new buyers. The European Union is poised to ban Iranian oil imports, even as critics warn the move could bring deep economic pain to the continent while doing little to change the course of the Iranian nuclear program. Iran is playing a game of political chicken with the EU and US. Iran loses if it can't sell its oil. But its leaders are calculating that the tight oil market and a weak global economy will prevent the West from being able to persuade others to join their embargo, allowing Iran to simply find new customers. The outcome is completely uncertain, but it will have a substantial impact on the global economic recovery. On Jan. 23, The EU's foreign ministers are expected to officially approve an embargo on Iranian oil after agreeing in principle to the move earlier this month. They'll likely agree to enforce the import ban from July, in order to give countries time to make alternate import arrangements - a middle ground between the three months delay that some want and the 12 months others prefer. The more Iranian oil each EU member relies on, the less enthusiastic they are about quick implementation, say EU and Spanish officials and the International Energy Agency, which advises OECD countries on energy issues. EU leaders have gradually warmed to the idea of targeting Iran's oil industry - which contributes about half of the Islamic Republic's budget - in hopes of compelling its leaders to forgo uranium enrichment that could eventually be used to develop nuclear weapons. So far, Iranian leaders have only grown more defiant in response to more pressure. The oil embargo is just one facet of a complex game and passionate tit-for-tat threats from Iran and the US, Europe, and Israel that will have a dramatic impact on global supply lines. Iran recently threatened to close the Strait of Hormuz, a critical waterway for oil shipments from the Persian Gulf. Blocking the Strait, through which about 20 percent of the world's oil passes, would trigger a supply crisis. The US has warned such a move would prompt a military response. The oil industry sees little chance of war, but it does fear further escalation of the protracted diplomatic standoff between Iran and the West, which could prolong economic uncertainty, cause oil prices to rise, and lead to further instability in the Middle East and oil markets. The economic costs stand to be significant at a time when Europe can least afford it - so why is Europe doing this? "The end game in this policy course is not to minimize the price of oil, but to prod Iran into a different policy," says Harry Tchilinguirian, the head oil market analyst of France's BNP Paribas, one of the world's biggest banks. It will 'backfire' "I don't know why Europe is going along with this. Europeans have been more balanced than the US, but somehow they have become more emotional. [Joining the embargo] will backfire," says Iraqi Manouchehr Takin, a senior oil markets analyst with the London-based Center for Global Energy Studies who spent almost a decade in the secretariat of the Organization of the Petroleum Exporting Countries (OPEC). The embargo could end up hurting the EU more than Iran. "Those who will suffer are refiners in Europe, especially those in countries in financial problems like Italy, Spain, and Greece," says Dr. Takin. The three buy three quarters of the Iranian crude purchased by the EU and are the ones pushing for a delayed embargo so that they have time to find alternative sources for affordable oil. The EU was Iran's biggest client, buying nearly a quarter of its exports between January and October 2011, according to the figures released Wednesday by the IEA. China bought 22 percent and India 12 percent. [Editor's note: This sentence was edited to correctly reflect the date of the IEA figures.] But oil is fungible, meaning it can be moved around easily and on short notice. In fact, the US and European pressure has already caused changes in oil import-export patterns in the last two quarters. OECD countries have been "aggressively seeking alternative supplies, especially [from] Saudi Arabia," according to the IEA, and while they still buy more than half of Iran's oil, Iranian oil shipments are increasingly heading toward non-OECD Asian buyers. However, OPEC would be simply unable to offset Iranian crude supplies for a long time. Even with Libya's production increasing and slowing growth in demand for oil as a result of the economic crisis, the realistic global spare oil production capacity is less than 2.9 million barrels per day - 40 percent less than in 2010, a dangerously small cushion going forward as emerging economies continue to expand and the developed world returns to growth. Embargo support losing steam Outside the EU, support for the embargo is waning. Japan backtracked on its early support, with Prime Minister Yoshihiko Noda overruling the finance minister, who initially said Japan would cut imports. "We do understand that we need to maintain sanctions, but they must be carried out effectively," said Foreign Minister Koichiro Gemba. "What's going to happen if oil prices surge is that sanctions will not be effective," Gemba said. The higher oil prices get, the more money Iran has, while having "an adverse effect not only on the Japanese economy but also the entire global economy." India and China - which import 12 percent and 22 percent of Iranian oil respectively - have also balked at an embargo for unrelated contractual differences. If the EU decision is not backed by other major importers of Iranian oil - Japan, China, India, and South Korea - it will cause only a temporary disturbance while Iran finds new buyers for the oil that previously went to Europe, says Mr. Tchilinguirian. "If you add other major importers than the opportunity for alternative oil grows scarce, at which point available supply is not sufficient," he said. Furthermore, a partial embargo also helps other US antagonists with oil supplies, such as Russia and Venezuela. Global prices have already climbed more than $10 a barrel since the EU first signaled its intentions late last year and the IEA and analysts concur that prices will continue climbing because of the Iran standoff. "Iran might lose part of its customers for a few months until it adjusts, but higher prices will compensate," Dr. Takin said. 

Sanctions fail – Iran’s economy is growing 

Davari 12 (Mohammad, AFP, “Iran's economy to grow despite sanctions: Ahmadinejad,” 2/1/12, AFP, http://www.google.com/hostednews/afp/article/ALeqM5iuth_Ta7CrRkMbVF-_L30q8Pu9tg?docId=CNG.744bcb7e35508b7ab0945c9f1f64aa72.841)//PC 

President Mahmoud Ahmadinejad predicted on Wednesday that Iran's economy would grow eight percent over the next 12 months despite severe Western sanctions, as he presented his government's annual budget to parliament. Gross domestic product (GDP) would swell significantly, Ahmadinejad was quoted as saying by the official IRNA news agency, without providing any details on what components of the economy would generate the growth. That would continue a trend seen in recent years as Iran OPEC's second-biggest producer profits from historically high oil prices. Ahmadinejad set out a $416 billion (316.6 billion euro) state budget for Iran's calendar and fiscal year, which runs this year from mid-March. That was 14 percent less than for the 2011-2012 budget, which was set at $484 billion. The president did not quantify the size of the economy. But the International Monetary Fund estimates that 2011 GDP (from January to December) was $480 billion at the official exchange rate, around 2.5 percent higher than the previous year. Ahmadinejad did not refer to the government's estimated price for oil, which accounts for more than half of budget revenues. The last budget calculated oil revenues at $82 per barrel. Iran gets 80 percent of its foreign revenues from oil exports. Nor did Ahmadinejad mention the exchange rate the government was counting on for the Iranian rial against the dollar. The rial has slipped sharply against the dollar in the past three months, losing around half its value as Western sanctions have piled up. State television, however, reported that the exchange rate would be calculated at 11,500 rials to the dollar. That was stronger than the new official rate of 12,260 rials announced last week and far stronger than the 18,500 rate the dollar is fetching on the black market. Iran's economy has been grappling with ratcheted up sanctions imposed by the United States and the European Union in an effort to pressure Tehran to drop nuclear activities suspected to include research for an atomic bomb. U.S. President Barack Obama said last month the sanctions had reduced Iran's economy to a "shambles." Iran, which insists its nuclear program is peaceful, has reacted angrily as the West has sought to isolate it by curtailing its oil exports and operations by its central bank. Ahmadinejad, though, has insisted that Iran has sufficient foreign reserves and oil customers elsewhere to shrug off the sanctions. The chairman of Tehran's chamber of commerce, Yahya Ale-Eshagh, said on Tuesday that Iran's central bank holds $120 billion of foreign currency reserves, and another 907 tons of gold. The gold is worth some $54 billion at current market prices. Iran's central bank no longer gives information on its currency and gold reserves. The last official figures, dating from April, said the bank held $74 billion in foreign cash, $64 billion of it in dollars. On January 12, a US official said his government's aims with toughened sanctions is "to close down the Central Bank of Iran," thus sinking Iran's economy. The bank has become the principal clearing facility for Iran's oil exports. But that role has become increasingly complicated by the U.S. sanctions, which punish any foreign company dealing with Iran that also wants to do business with the vast U.S. financial sector. A consequence of that sanction could be seen in Iran's import of wheat, maize and other grains, which have all but stalled in recent days and weeks. At least 24 cargo ships carrying a total 480,000 tons of grains are sitting off Iran's coast, unable to offload because suppliers are not able to be paid, and letters of credit are not forthcoming, according to a source in the import sector who spoke to AFP on condition of anonymity. Iran has warned it would take drastic measures, including possibly closing the Strait of Hormuz at the entrance of the Gulf to tanker traffic, if its economy is brought to its knees, or the country is attacked. Parliamentary speaker Ali Larijani again underlined that threat on Wednesday, saying that while Iran considers "the Strait of Hormuz as the strait of peace, it will cut the hands of anyone who seeks (military) adventurism in the Persian Gulf and the Sea of Oman," IRNA reported. The United States, which keeps warships deployed in the Gulf, has warned any attempt to close the Strait of Hormuz would be a "red line" not to be crossed. 

Iran will live through the embargo

The Canadian Press 12 (Iran: Oil prices under $100 'illogical', Jun 30, 2012, http://www.castanet.net/news/Business/77320/Iran-Oil-prices-under-100-illogical)#SPS

Iran's oil minister on Saturday called for an emergency OPEC meeting, saying the current market value of oil has become "illogical." The semiofficial Mehr news agency quoted the minister, Rostam Ghasemi, as saying that at a recent meeting of the Organization of the Petroleum Exporting Countries member states agreed to hold an emergency meeting if oil prices fell below $100 per barrel. Brent crude was trading at $95.51 per barrel in London on Friday. Ghasemi said that if OPEC members do not observe their quota and the organization's production ceiling of 30 million barrel per day, the market falls into disorder. Iran is the second largest producer of OPEC and earns some 80 per cent of its foreign revenue from exporting crude, and has been hit hard by sanctions levied by the U.S. and other Western states over Iran's disputed nuclear program. Mehr also quoted Iran's central bank governor, Mahmoud Bahmani, as saying that Iran is "easily" able to sell its oil despite the U.S. sanctions. He said the Islamic Republic is having no trouble doing so because of the countries who have received waivers from the U.S. to import some Iranian oil despite the punitive measures. The State Department has announced that China, India, Japan, Malaysia, South Korea, Singapore, South Africa, Sri Lanka, Turkey and Taiwan have been given waivers from the U.S. in exchange for "significantly reducing" oil imports. Bahmani's comments come a day before an EU embargo on imports of Iranian oil goes into effect. The U.S. and EU measures are intended to pressure Iran over fears that it is developing nuclear weapons. Iran denies the charges. 

Iran Dutch Disease 
Iran is vulnerable to Dutch Disease – government revenue is dependent on oil 

Mehrara and Rezaza 11 (Mohsen –Associatee Professor and the University of Tehran, Abbas Rezaza – Islamic Azad University, Economics and Finance Review Vol. 1(5) pp. 44 – 56, “OIL REVENUES AND ECONOMIC GROWTH IN IRAN,” July 2011, http://www.businessjournalz.org/articlepdf/efr1507e.pdf)//PC

In most OPEC member countries oil revenue make the major part of government budget. So, an important ingredient of aggregate demand is highly dependent to oil revenue. Thus unless a stable mechanism is designed, the oil price shock will affect government budget. Devlin and Lewin(2004) argue that, much of the economic turbulence in many oil economies is due to over spending during the boom. If the government spends all or most of the windfall (unanticipated revenue increases) then practically all the increase in aggregate demand due to the windfall is in the form of government expenditure. The government becomes the booming sector. In one way or another, if revenue falls, the shock will be transmitted to the rest of the economy. Maintaining expenditure at boom levels will be unsustainable, whereas reducing expenditures in line with lower revenues will affect aggregate demand directly. Thus when government expenditure is determined by current revenue, then if the revenue is volatile, fiscal policy also becomes volatile and so does aggregate demand. Alotaibi (2006) argues that for GCC countries, a 10% growth of oil price, increases the real government budget even more than 10%, but a 10% decrease or more of oil price, decreases the government budget less than the boom period (about 5 percent). Indeed, oil price shocks affect the government budget asymmetrically. Weiner (2000) finds in his study that the ability of the government to predict its fiscal revenue is poor, despite the fact that the forecasts we examine are short-term, for only a year, or a year and a few months, into the future. Moreover, he finds that a large part of windfalls are spent in the year they are received, rather than being saved for use in periods of fiscal shortfalls (unanticipated revenue declines). As a result, shortfalls typically result in unplanned decreases in fiscal expenditures, presumably associated with cuts in projects and social programs. Other important problems are the way in which government allocates incomes, the combination of its expenditures and especially the way in which excess income is spent during the period of high oil prices. Government expenditure generally includes current expenditures and civil and investment expenditures. Devlin and Levin (2004) argue that if the government spends more on investment when oil prices rise, then, theoretically, it can increase growth – assuming that the implementation capacity exists and the investments are indeed productive. Governments will also typically increase consumption, such as wages and salaries, and outright subsidies and transfers, as well as expenditures on health and education. This could have permanent impact, in terms of raising public expectations and ratcheting up current and future expenditure commitments limiting the government‟s ability to amend fiscal policy when revenues decrease. In the smaller exporting countries in particular, government expenditure will constitute a large share of total spending and have a profound influence on aggregate demand. Oil revenue is the major part of government income and it recently has played an important role in reimbursing government expenditures in Iran. The Iranian economy is heavily dependent on oil revenues, with about 15 percent of nominal GDP originating in the oil sector during the period 2000-2009. Moreover about 50 percent of the government's revenues and 70-75 percent of exports are derived from the oil sector(IMF, Country Reports). Thus, government budget and expenditures are one of the most important channels through which oil shocks affect aggregate demand, and without devising some mechanisms to stabilize government budgets; oil shocks would have serious effects on government budgets. 

Low oil prices disproportionately collapse the Iranian economy – Dutch Disease 

Mehrara and Rezaza 11 (Mohsen –Associatee Professor and the University of Tehran, Abbas Rezaza – Islamic Azad University, Economics and Finance Review Vol. 1(5) pp. 44 – 56, “OIL REVENUES AND ECONOMIC GROWTH IN IRAN,” July 2011, http://www.businessjournalz.org/articlepdf/efr1507e.pdf)//PC

This paper examines the asymmetric effects of oil price shock on Iran economic growth as an oil exporting country for the period of 1980-2006 using Gregory and Hansen cointegration test. The results from long run relationships estimations, after allowing for endogenous structural break in 1973 indicate a negative relationship between production level and oil revenue in the long run. The findings are in line with Dutch disease or resource curse in countries with high dependency to natural resources. In addition the results from the short run estimations indicate that oil shocks have a significant effect on economic growth. But the effects of negative shocks are much stronger and more long lasting than the positive shocks. In other words, the relationship between two variables is asymmetric. It means that production growth responds stronger to the negative shocks than to positive shocks. In addition, the effects of oil revenue on economic growth have opposite signs inlong run and short run as being negative and positive respectively. The resource rich countries suffering from a weak and undiversified economic base without stabilizing mechanisms in order to cushion shocks would be so vulnerable to boom–bust cycles, incurring costly instability. There is therefore a strong case for making cautious revenue projections, for holding larger than normal reserves, for minimizing outstanding public debt and for using hedging techniques in order to cushion shocks and gain an additional margin of fiscal flexibility. Policy-makers must deploy institutional mechanisms to manage oil booms and busts through expenditure restraint, self-insurance, and diversification of the real sector. To achieve sustainable growth in the future, they must take policy measures that substantially enlarge and diversify their economic base. This should go in tandem with measures needed to enhance their capacity to withstand adverse external shocks and lessen their exposure to the volatility. Moreover, to insulate the economy from oil revenue volatility requires de-linking fiscal expenditures from current revenue. So, an „„oil revenue fund‟‟ (or, more generally, a „„natural resource fund‟‟) is one such institutional mechanism for managing the oil revenues. Another way that policy makers could decrease the degree of the asymmetry would be to lower borrowing constraints so that agents could better smooth consumption and so not cut spending as drastically following a negative price shock. Perhaps developing deeper capital markets is one solution. 

AFF: Sanctions Solve 

Sanctions solve and no risk of Israel strike 

Decressin et al 12 (Jörg – Chief of World Economic Studies for the International Monetary Fund, Carnegie Endowment for International Peace, Karim Sadjadpour –  Senior associate at the Carnegie Endowment, Jamie Webster – Oil Market Analyst at PFC Energy, Uri Dadush – senior associate and director in Carnegie's International Economics Program, “Iran, Oil Prices, and the Global Economy,” 5/7/12, Carnegie Endowment for International Peace, http://m.ceip.org/2012/05/07/iran-oil-prices-and-global-economy/ao65)//PC

Iran’s Position and Sanctions Iran is showing some signs of softening, but it is unlikely that a meaningful deal will be reached, said Sadjadpour. Signs of Conciliation: While the Iranian regime has long been averse to compromise under pressure, Iran is beginning to show signs of conciliation. This is due to unprecedented international political and economic coercion in the form of central bank sanctions and a looming EU oil embargo, said Sadjadpour. Concerns of Strike Diminished: Concerns of an Israeli military attack on Iran has diminished significantly over the last several weeks, noted Sadjadpour. As a result, the risk premium on the oil market has come down, but it has also diminished the sense of urgency by Russia and China to keep on the same page with the European Union and the United States regarding sanctions. Strait of Hormutz: Sadjadpour likened the closing of the Strait of Hormuz for Iran to a suicide bombing: they would hurt others, but they would hurt themselves the most. Webster added that closing the strait would invite a multilateral response that would be devastating to Iran. Unlikely Deal: Election-year politics in the United States make it difficult for the Obama administration to offer concessions, argued Sadjadpour. Moreover, Iran may not be ready to agree a deal, such as capping uranium enrichment at 5 percent, in order to stave off the looming oil embargo. Sanctions: While there has been a discernible deterioration of the quality of life due to sanctions, people in Iran overwhelmingly attribute economic weaknesses to mismanagement by the government, both political and economic, including corruption, added Sadjadpour. Oil Market Although oil prices have shown some decline recently, they will remain elevated, predicted Webster. Oil Price Spike: Sanctions and the risks posed to oil supply by war are the major reasons behind the rise in oil prices before they reversed their upward trend last month, said Webster. Recent Decline: Webster noted that oversupply of oil, the potential for some sort of breakthrough, and weaker global economic indicators have precipitated the oil price decline over the past few weeks. Prices Will Remain Elevated: Oil prices are unlikely to decline below $80 per barrel, predicted Webster. Rising target prices by oil exporters and stock building by Asian buyers will keep prices up around $100 per barrel, added Webster. Decressin argued that strong growth in emerging economies, where growth is energy intensive, is also a key factor that will keep prices high going forward. 

AFF: Low Oil Prices Good

--Sanctions
Low oil prices good – makes sanctions effective and solves Iran nuclearization 

Lakshmanan 11 (Indira, Senior correspondent for Bloomberg News, covering U.S. foreign policy from Washington, “Iran's Economy Can Take the Pressure—for Now,” 11/30/11, http://www.businessweek.com/magazine/irans-economy-can-take-the-pressurefor-now-11302011.html?chan=magazine+europe+channel_news+-+global+economics)//PC 

Just after 3 p.m. on Nov. 29, about 200 demonstrators ransacked the British Embassy in Tehran, chanting “Death to England,” setting fire to the Union Jack, carting off a portrait of Queen Elizabeth, and detaining staff as Iranian security officers stood by. It bore all the marks of a state-orchestrated provocation. What aroused Iranian leaders’ ire were stiff financial penalties imposed on Nov. 21 by the U.K., the U.S., and Canada. The European Union was also expected on Dec. 1 to impose trade and travel bans on almost 200 Iranian individuals and companies. The sanctions punish Iran for clandestine nuclear weapons work and follow dozens of earlier measures intended to make leaders choose between prosperity and the bomb. The latest penalties were spurred by a Nov. 8 United Nations atomic inspectors’ report contradicting Iran’s claim that it seeks only peaceful nuclear energy. The British sanctions hit the Iranian financial system, including its central bank: The move makes it difficult for any company that has banking operations with a U.K. financial institution to trade with any company with banking operations in Iran, says Jeanne Archibald, a former general counsel for the U.S. Treasury. The Obama Administration has declared the Iranian banking system guilty of money laundering, which means U.S. financial institutions must step up reporting requirements on foreign correspondent banks that may be doing business with Iran. The requirements may prove so onerous that more banks and companies stop dealing with the Iranians. Earlier sanctions have already hurt, says Matthew Levitt, a former U.S. Treasury official now at the Washington Institute for Near East Policy. “Other than oil, the economy is in very bad shape. People have money, they have enough to eat, but they don’t have jobs,” says Djavad Salehi-Isfahani, a professor of economics at Virginia Tech. Iran has suffered inflation of at least 50 percent in the last two years, he says, and the currency has depreciated by 30 percent in the unofficial market. “The economic welfare of the Iranian people has never been a top priority of the Islamic Republic,” says Karim Sadjadpour of the Carnegie Endowment for International Peace. Iran would seem to have no choice but to abandon its nuclear program. The reality, however, is more complex. Iran has $80 billion in annual revenues from its crude oil output of about 3.5 million barrels a day, according to the Iranians and production estimates from the International Energy Agency. Its near-total reliance on energy sales is a vulnerability—if oil prices crash. So far they haven’t, and Iran continues to have steady customers in China, Japan, India, and South Korea. Surprisingly, it has European customers, too: Italy, Greece, and Spain are especially important. With prices around $100 a barrel, Iran has, by some estimates, foreign reserves of $60 billion. Its economy may grow 4 percent this year, says Kenneth Katzman, an Iran specialist for the nonpartisan Congressional Research Service. Mark Dubowitz, director of the Iran Energy Project at the Foundation for the Defense of Democracies and co-author of a confidential report on Iran circulated on Nov. 29 to the Administration and Congress, says oil and natural gas sales represent about 80 percent of Iran’s hard currency export earnings. That suggests sanctions on energy exports could deliver a body blow to Iran. “Nobody with any sense is trying to impose an oil embargo on Iran,” he says. The challenge is “to target Iran’s oil sales without spooking markets.” Iran has evaded sanctions before. In June it made a deal to barter Chinese goods and services in exchange for oil, circumventing payment difficulties set in place by sanctions. In September, India paid off an oil debt through a Turkish bank to get around similar restrictions. Some analysts wonder what damage the new sanctions can do. “The Iranians have locked sanctions into their strategy,” says Kevan Harris, a researcher at Johns Hopkins University who visits Iran often. “It’s going to hurt. But if you live there, you deal with all kinds of problems.” The regime in Tehran has used sanctions as an excuse to boost self-sufficiency by phasing out costly subsidies on gasoline. That has reduced gasoline consumption and Iran’s reliance on refined gas imports, saving the regime billions of dollars. Sanctions could achieve their purpose given the right circumstances. If the price of oil slid to about $65 a barrel, Iran’s oil dependence could leave it struggling to meet government budgets. Dubowitz’s idea is to pressure law-abiding companies to sever business ties with Iran, allowing the remaining players to negotiate for deep discounts. So if Europe, Japan, and South Korea abandoned Iranian oil, customers such as China could push for discounts as big as 40 percent, Dubowitz’s group estimates, starving the regime of funds needed for its nuclear and missile programs. Iran is a tough rival. Yet it’s a few short steps away from crisis. The bottom line: With reserves of an estimated $60 billion, Iran won’t cave easily to sanctions. That could change if oil prices slide. 
Low oil prices make sanctions effective – solves Iran nuclearization 

Johnson 12 (Keith, Staff Reporter for the Wall Street Journal, “EU Ratifies Sanctions, Bolstered by Oil's Decline,” 6/25/12, Wall Street Journal, http://online.wsj.com/article/SB10001424052702304458604577488833953356886.html)//PC 

A sharp fall in oil prices is helping the U.S. and the European Union clamp down on Iranian oil exports in the coming days with less fear that the sanctions will spark a price rise that would harm the global economy. The U.S. and the European Union are gearing up to formally clamp down on Iranian oil exports after deciding there is little chance it will spark an oil-price spike that could slow the global economy. Keith Johnson reports on Mean Street. Photo: Agence France-Presse/Getty Images. The EU on Monday ratified its decision to start an embargo against Iranian oil on July 1. British Foreign Secretary William Hague called the current sanctions regime the toughest ever, and said the U.K. would push for intensified sanctions if progress isn't made in nuclear talks with Tehran. The U.S. benchmark oil price fell again on Monday, closing at $79.21 a barrel in New York trading, from more than $109 in February. Lower prices give the U.S. and EU a measure of flexibility they didn't have at the beginning of the year, when the Obama administration decided to ratchet up pressure on Iran by targeting the country's central bank. The main worry at the time was that by curtailing Iran's oil exports, the U.S. might trigger a price jump that in turn would undermine any prospect of economic recovery this year. Iran was "the clearest possible case where oil supplies and oil prices conflict with other security interests," said Elliott Abrams, a former national-security official in the administration of George W. Bush who is now at the Council on Foreign Relations. The Obama administration determined markets could handle a cutback in Iranian oil, reaffirming the assessment in March and again in early June. With increased oil production from the U.S. and Saudi Arabia, as well as soft demand, crude oil prices have fallen sharply since the spring. The fall is partly because of signs of a slowdown in China, whose fast-growing economy accounted for much of the surge in global oil prices over the last decade. Beginning June 28, under legislation signed by President Barack Obama late last year, the U.S. will be able to sanction any country doing business with Iran's central bank, its main conduit for oil sales. The U.S. has given exemptions to countries such as Japan, South Korea and India, which traditionally bought significant amounts of Iranian oil, but which the U.S. says have made efforts to scale back their purchases this year. Most European countries have been winding down their purchases of Iranian oil in advance of the embargo to take effect July 1. Iran's crude-oil production has dropped by about 400,000 barrels per day since the fourth quarter of last year—from 3.5 million barrels per day to about 3.1 million barrels—according to the latest data from the Organization of Petroleum Exporting Countries. Obama administration officials said this month that Iranian oil exports had dropped to between 1.2 million and 1.8 million barrels a day, down from about 2.5 million barrels per daylast year. Even when negotiations between Iran and the West foundered last week in Moscow, the oil markets seem unfazed. Crude oil dropped, and futures contracts for the end of the year are only trading about $1 per barrel higher than oil for delivery in August. "The oil market has so far taken no attention of the shift back toward less benign potential outcomes for Iran," oil analysts at Barclays noted on Thursday. Cheaper oil makes it easier for Washington to pursue its foreign-policy goals. Tehran's budget, dependent on oil exports, is based on crude oil costing at least $85 a barrel, Obama administration officials said. To the extent Iran was able to weather the first stage of sanctions earlier this year, it was because soaring oil prices compensated for reduced export volumes. Now, with exports and prices falling, administration officials say that the Iranian regime is feeling significant effects from the sanctions. More broadly, the shift under way in the U.S. toward greater domestic oil production and less reliance on foreign oil could help loosen decades of restraints for U.S. foreign policy around the globe. If the U.S. can keep moving toward greater energy independence, Mr. Abrams said, "our options in the world widen and expand in more ways than we can even count." 

High oil prices make sanctions ineffective 

Badolato 12 (Robert, Senior Vice President of Investments at Investor Point, advisor at Newbridge Securities Corporation, “High oil prices help Iran fight sanctions,” 4/19/12, http://www.investorpoint.com/news/WORLDNEW/50472981/)//PC

DUBAI, United Arab Emirates, April 19 (UPI) -- High oil prices are shielding Iran from the full weight of U.S. and EU economic sanctions aimed at choking Tehran's oil exports and forcing it to abandon its nuclear program. It's a Catch-22 situation. Oil prices are climbing amid fears global supply will be seriously disrupted, even critically disrupted, by cutting Iran's exports and concerns Iran will seek to close the strategic Strait of Hormuz, a vital oil artery and the only way in and out of the Persian Gulf. There's no doubt the sanctions are increasingly biting and they'll get tougher July 1, when a total oil embargo by the 27-member European Union is to take effect. But the Iranians are resorting to secret oil sales and have ordered their state-owned fleet of 39 supertankers to switch off transponders that allow the shipping industry to track them. That suggests Tehran's clandestine network is operating at full tilt with benchmark Brent crude pegged at $118 a barrel. That's still a ways off the record $147 per barrel notched in July 2008 but prices could well go up again, particularly if Iran's exports fall and no progress is made on the thorny nuclear issue at a meeting between Iran and its adversaries next month. The Financial Times reports that higher oil prices are "insulating Iran from the full impact of the … sanctions on the sale of its crude, providing Tehran with breathing space as it prepares for a new round of nuclear talks with Western nations." How long that will be the case remains to be seen as the sanctions squeeze tightens. Meantime, the Center for Global Energy Studies, a London think tank, estimates that Tehran will earn $56 billion from exporting its crude in 2012, the Islamic Republic's third highest earnings ever, "even after factoring in the loss of roughly one-third of its export volume due to sanctions." That's "more than Iran earned in any year before 2007," the Financial Times noted.

High oil prices make sanctions ineffective – only low oil prices can prevent nuclearization 

Blas 12 (Javier, commodities correspondent for the Financial, studied economics at the University of Navarra, Spain, BA/MA in journalism from the University of Navarra, Spain, “High oil prices shield Iran from sanctions,” 4/17/12, Financial Times, http://www.ft.com/cms/s/0/9ad4eb8a-889f-11e1-a526-00144feab49a.html#axzz1zZU5FLWF)//PC

High oil prices are insulating Iran from the full impact of US and European sanctions on the sale of its crude, providing Tehran with breathing space as it prepares for a new round of nuclear talks with western nations next month. The Centre for Global Energy Studies (CGES), a London-based think-tank, estimates that Iran will earn $56bn selling its crude this year – its third-highest earnings ever – even after factoring in the loss of roughly a third of its export volume due to sanctions. However, analysts point out that Tehran is finding difficulties in repatriating the funds due to the sanctions on its central bank. Hellenic Petroleum, a Greece-based refiner, recently stopped importing Iranian oil as it was unable to transfer its payments. The Iranian rial has weakened significantly against the US dollar since December – a sign that Tehran faces difficulties obtaining hard currency. Iran has proposed an oil-for-grain barter deal with India, currently its biggest oil client, because of the difficulties New Delhi faces in transferring payments from its refiners to Iran’s central bank. Washington has imposed sanctions to penalise foreign financial institutions dealing with Iran’s central bank, while Brussels has approved a full embargo on Iranian crude oil starting formally from July 1. The western allies are trying to achieve a difficult balance: hurt Iran enough to force it to negotiate over its nuclear programme, but keep enough oil flowing to avoid a price spike that damages the fragile economic recovery. “The sanctions are not working,” said Olivier Jakob, head of the Swiss-based oil consultancy Petromatrix, in a note to clients. “They are definitely hurting Iran as it limits its [crude oil] exports, but they are also hurting the rest of the world, given that the western powers have not managed to control prices.” The CGES, which is widely respected in the oil industry, estimates that without the new sanctions, Iran would earn about $68bn this year – down 5.5 per cent from $72bn in 2011. But this assumes that oil prices remain as high as they are today. Most oil traders and analysts believe that energy costs would be lower if Washington and Brussels had not imposed sanctions. The sanctions – which the think-tank predicts will reduce Iran’s oil exports by about 600,000 barrels a day (in line with other estimates of a drop of between 500,000 and 850,000 b/d) – would cut the revenues to $56bn. This would still be the third-highest ever, and more than Iran earned in any year before 2007. Mahmoud Ahmadi-Nejad, Iran’s president, says Tehran has enough savings to survive until 2015. “They [western powers] intend to impose an embargo on our oil,” he said last week. “We have as much hard currency as we need, and the country will manage well, even if we don’t sell a single barrel of oil for two or three years.” On Tuesday, Rostam Ghasemi, Iran’s oil minister, said the country had yet to suffer a decline in crude exports due to the sanctions. Washington, which measures oil export revenues differently, estimates that Tehran earned $22bn in the first quarter of this year – roughly the same amount it pocketed during the whole of 2003. Even if these revenues halve in the next three quarters of the year, the country will earn $55bn based on US government calculations – the fourth-highest ever. 

--Nuclearization
Iran nuclearization causes skyrocketing oil prices and collapses the economy 

Gabriel 11 (Omoh Gabriel with Agency Report, “Iran Seeking Nuclear Weapon Will Shoot up Oil Prices to U.S.$200PB – IAEA,” 11/13/11, Lexis, http://dl2af5jf3e.search.serialssolutions.com/?ctx_ver=Z39.88-2004&ctx_enc=info%3Aofi%2Fenc%3AUTF 8&rfr_id=info:sid/summon.serialssolutions.com&rft_val_fmt=info:ofi/fmt:kev:mtx:journal&rft.genre=article&rft.atitle=Iran+Seeking+Nuclear+Weapon+Will+Shoot+up+Oil+Prices+to+U.S.%24200PB+-+IAEA&rft.jtitle=Vanguard+%28Nigeria%29&rft.date=2011-11-13&rft.pub=Financial+Times+Ltd&rft.issn=0794-652X&rft.externalDBID=n%2Fa&rft.externalDocID=272656926)//PC

Following the International Atomic Energy Agency's (IAEA) disclosure that Iran may be seeking a nuclear weapon, experts say oil could exceed $150 on rising political tensions in the Middle East and hit the $200 level if Israel attacks Iran. Khalid Al Awadi, a Gulf energy analyst in the Gulf, puts forward this scenario. Awadi said that "If Israel attacks Iran; oil prices may well spike to $200 a barrel. The movement of oil in the Strait of Hormuz, through which major shipments from the region pass, will get disturbed, which may lead to higher costs of insurance and shipping." Something has to be done with Iran. The UN has passed four rounds of sanctions to no ava Bush administration tried diplomacy behind a united Western front. The Obama White House is essentially pursuing the same strategy and preaching the same one-word piece of advice: "Patience." And that buys Iran time, the one commodity it needs to allow it to achieve its nuclear ambitions. By sticking to their ineffectual diplomatic efforts, the UN, White House and Western nations are creating a potential chaotic situation for oil. And it could take us directly into another Great Depression before we know it. International oil prices may top $150 a barrel on rising tensions in the Middle East over Iran's nuclear programme, which potentially, could send the global economy back into recession, according to experts. Israel's leadership remained silent on a report leased late on Tuesday by the International Atomic Energy Agency (IAEA) claiming that Iran might be seeking a nuclear weapon. Israel's defence minister warned last week of a possible Israeli military strike against Iran's nuclear programme and rejected suggestions the Jewish state would be devastated by an Iranian counter-attack. The United Nations has imposed four rounds of sanctions on Tehran, but none has succeeded in curbing Iran's nuclear ambitions. Iran has throughout maintained that its nuclear programme is entirely for civilian purposes. In the meantime, the International Energy Agency (IEA) has said oil prices could reach $150 per barrel in the near term if investment in the Middle East and North Africa's oil-producing regions falls significantly from the $100 billion per year required.

Low oil prices solves Iran nuclearization, Sanctions fail – comparative evidence 

Sheinin 12 (Yacov, President of Economic Models Ltd,  “Low oil prices rather than an embargo will hurt Iran most,” 1/24/12, Globes, http://www.globes.co.il/serveen/globes/docview.asp?did=1000718550&fid=4488)//PC

The EU, which represents 500 million people and has a GDP of $15 trillion, has decided to impose an oil embargo against Iran beginning on July 1. The EU imports nine million barrels of oil a day, almost a tenth of global production, and the EU is joining the embargo on Iran by US, which imports 13% of global production. Despite the importance of the EU's message, more than 70% of global oil importers are not participating in the embargo. The EU's decision did not cause an oil price shock, causing the price of Brent Crude to rise by 0.9%, at a time with the daily volatility in the price of oil can reach 10%. Meanwhile, the euro continues to strengthen against the dollar, the opposite of what might be expected. At the end of the day, the world's stock exchanges, which have fluctuated wildly in recent years on every meaningless announcement, were utterly calm, and even rose slightly. Everyone has his own interests Iran's economy is totally dependent on oil revenues. The country's economy is failing, it has to feed 75 million people, and without oil revenues, its economy is presumably headed for collapse. The greatest threat to Iran is that the price of oil will fall sharply in the coming years, and its already shaky economy will not be able to function if its oil revenues plummet. I believe that this is what will happen over the next three years. As for the Saudis, even if sales of Iranian oil come to a complete halt, Saudi Arabia has surplus production capacity of over three million barrels a day, and it can make up shortage from the loss of Iranian oil. The Saudis have a paramount interest for the US and Europe to continue to pressure Iran not to produce a nuclear bomb that will directly threaten them more than any other country in the world. The Saudis fear that high oil prices will end the pressure on Iran, so they will be happy to make up any shortfall, if necessary, to prevent prices from rising. On the other hand, the Chinese, Indians, and other oil importers are unlikely to stop buying Iranian oil. On the contrary, they will probably increase their Iranian oil purchases at the expense of the Saudis, who will sell more oil to Europe and less to Asia. As for the US and Europe, in the current conditions of a global economic crisis, they presumably do not want an oil price hike or oil shortage. It seems that the EU oil embargo and the entry of a US aircraft carrier into the Persian Gulf are gaming in an effort to reach equilibrium that both Iran and the West can live with. That is why, from an economic perspective, there is little likelihood that the situation will deteriorate and cause a jump in the price of oil or a closing of the Straits of Hormuz by Iran. Despite everything, I hope that the cumulative effect of economic sanctions on Iran will force it to scale back its development of the Bomb over the next three years. Where is the price of oil headed? The current high price of oil is due to strong demand by China in the past few years, which was not taken into account in global oil production planning in the late 1990s. China's demand for oil has tripled from three million barrels a day in 2000 to nine million today. Since 2005, with the rise in the price of oil and expectations of continuing growth in Chinese demand, oil exploration at every potential site has been greatly expanded. This process takes a long time - a decade is needed from the start of drilling to commercial production, but it is clear that when completed, there will be a large oil surplus. At the same time, in view of the rise in the price of oil to around $100 a barrel, immense efforts are being made to conserve oil through efficiency measures. This process also takes about a decade, and will likely result in a capping of global oil demand. OPEC is effective only when there is no surplus supply. Today, all the world's oil producers are operating at full capacity, except for Saudi Arabia, which is the sole controller of major quantities of oil reserves. When the surplus supply becomes large, the Saudis will be ineffective, and the OPEC cartel will collapse, just as it did in 1986-2005. During the 1981 oil crisis, conventional wisdom held that there was a chronic global oil shortage, which would cause prices to rise steadily over time. Instead, the price fell from $110 per barrel to $25 per barrel for almost 20 years, until 2005. In view of the lesson of that oil crisis, combined with current developments, I predict that, within three years, by 2015, there will an oil surplus of more than seven million barrels a day, and that the price of oil will fall accordingly. The price could fall to below $70 per barrel, and I would not be surprised if it temporarily fell to as low as $50. This prediction currently seems as hallucinatory as the predictions of 1981. The expected plunge in the price of oil in the coming years is the real sanction on Iran. When an oil surplus emerges, nothing will help it. Its oil revenues will shrink sharply and its very weak economy will teeter on collapse. It is hard to believe that it will be able to survive like North Korea, so it will be forced to stop developing the Bomb. 
Low oil prices cripple the Iranian economy and control escalation of warfare 

Ghitis 12 (Frida, World Politics Review, world affairs columnist, author and consultant, “World Citizen: Disabling Iran's Oil Weapon,” 6/7/12, http://www.worldpoliticsreview.com/articles/12035/world-citizen-disabling-irans-oil-weapon)//PC 

Lower oil prices are bad news for Iran for two reasons. First, they slash the Islamic Republic’s principal source of income. Second, they make the cost of conflict with Iran more bearable for the West. Tehran and the West continue their talks over Iran’s uranium enrichment efforts, with Iran insisting the program has only peaceful intent and the West, bolstered by analysis from International Atomic Energy Association inspectors, claiming that the program looks suspiciously like one aiming to produce nuclear weapons. New talks are scheduled in Moscow for June 18, but there is scant evidence that the two sides are coming closer to an agreement. The threat of military action hangs in the air as Israel watches warily and Washington reiterates that “all options” are on the table. As a top oil producer, with control of the sea lane through which other major oil exporters ship their hydrocarbon exports to the rest of the world, Iran has enormous potential to greatly disrupt oil markets. Its geographical location, spanning the eastern shores of the Persian Gulf, means that global oil supplies could suffer as an unintended consequence of military conflict. But it also gives Tehran the ability to squeeze supplies deliberately. Just how seriously the West takes the risk became evident late last year, when Iran threatened to block the flow of oil through the Persian Gulf. As the West announced stricter economic sanctions, Iranian Vice President Mohammad Reza Rahimi warned that “not a drop of oil will pass through the Strait of Hormuz” if the planned measures went into effect. About 40 percent of tanker oil, or 20 percent of global oil supplies, pass through Hormuz. Stopping that flow would send a shockwave through oil markets. Washington did not take the threat lightly. The chairman of the U.S. Joint Chiefs of Staff, Gen. Martin Dempsey, put it plainly: If Iran moved to close the strait, he said, the U.S. would “take action and reopen the strait.” The same message was repeated by Defense Secretary Leon Panetta and reportedly delivered through a secret channel to Iran’s supreme leader, Ayatollah Ali Khamenei, who was informed that closing the strait would constitute the crossing of a “red line” that could trigger an armed military response. Much has happened in the ensuing months. Before Iran has had a chance to decide if it wants to stop the flow of its own petroleum products, the West is planning to slash purchases of Iranian oil. A European Union embargo is scheduled to start in July, and China has already cut its purchases of Iranian oil by about a quarter. Even Turkey has sharply reduced purchases of Iranian oil. Under normal circumstances, squeezing the flow of crude oil from the world’s second-largest producer would be a form of self-flagellation for the West. But oil supplies have been deliberately boosted from other sources, just as demand is easing because of economic problems. Saudi Arabia, which sides with the West against Iran, its historical rival, has increased oil production to the highest levels in 23 years. And overall OPEC output has reached the highest level since 2008. Iran plans to pressure OPEC to lower production during this month’s meeting, hoping to raise prices. Iran still has the ability to disrupt oil markets, which will undoubtedly affect consumers everywhere. But major oil-importing nations have sent notice that they are prepared to deal with threats to the global supply. During last year’s war in Libya, another important oil exporter, the International Energy Agency surprised markets with its announcement that it would release 60 million barrels from the global strategic petroleum reserves. The announcement alone caused prices to drop 4.5 percent in one day. As tensions have heated up with Iran, Washington has persuaded its allies to draw up a similar plan. During last month’s G-8 meeting in Chicago, the world’s major economies agreed to coordinate their response and work together to lower oil prices should a confrontation with Iran make it necessary. Meanwhile, as the West moves to reduce its dependence on Iranian oil or on oil that passes through the Strait of Hormuz, Gulf oil producers are seeking alternate routes to bring their hydrocarbons to the global market. The United Arab Emirates, the fourth-largest exporter, is about to open a 225-mile pipeline that will allow it to bypass Hormuz to reach shipping terminals for its oil exports. And Abu Dhabi is reportedly planning yet another pipeline for its liquefied natural gas, also allowing it to reach tankers without passing through the narrow strait. In the meantime, the U.S., the world’s biggest consumer of oil, has managed to considerably lower its reliance on crude oil imports. Higher domestic oil and natural gas production has resulted in a significant decline in America’s need to buy from international markets, bringing seaborne imports to the lowest levels in more than 15 years. America still imports 45 percent of the oil it consumes, and the price of those imports is set by the global commodities markets. That means that the U.S., like any country that imports fuel, would feel the effects of a conflict in the world’s top oil-producing region, the Persian Gulf. But Iran’s ability to unilaterally inflict pain has been sharply reduced. Even more troubling for Iran, if a war started today, global oil supplies are better prepared to withstand the shock than they have been in a long time. As the world worries that Iran may build a nuclear weapon, Iran’s most powerful weapon to keep a Western military strike at bay has become much less effective. 

--Isreali Strike
Israeli strike escalates and collapses the economy  

Roubini 12 (Nouriel, Professor of Economics at NYU's Stern School of Business, PhD in international economics at Harvard University, BA in political economics at Bocconi University, Chairman & Founder, Roubini Global Economics, known for his now-vindicated predictions of the current financial crisis, “Oil prices get scary: 'Fear premium' caused by rising Mideast tensions threatens to snuff out fragile economic recovery,” 3/20/12, Toronto Star, http://search.proquest.com.proxy.lib.umich.edu/docview/929040284)//PC

The risk that Israel's threat to attack Iran's nuclear installations will, in fact, lead to an outright military conflict may still be low, but it is growing. Israeli Prime Minister Binyamin Netanyahu's recent visit to the U.S. demonstrated that Israel's fuse is much shorter than the Americans'. The current war of words is escalating, as is the covert war that Israel and the U.S. are allegedly engaging in with Iran (including killings of nuclear scientists and use of cyberwarfare to damage nuclear facilities). Iran, with its back to the wall as sanctions bite harder, could react by increasing tensions in the Gulf. Eventually, it could easily sink a few ships to block the Strait of Hormuz, or unleash its proxies in the region, which include pro-Iranian Shiite forces in Iraq, Bahrain, Kuwait and Saudi Arabia, Hezbollah in Lebanon, and Hamas and Islamic Jihad in Gaza. Recent attacks on Israeli embassies around the world appear to signal Iran's reaction to the covert war being waged against it, and to the tightened sanctions, which are aggravating the effects of the regime's economic mismanagement. Likewise, the recent escalation in cross-border fighting between Israel and Gaza-based Palestinian militants could be a sign of things to come. The next few weeks could bring a reduction in tensions, as the U.S., France, Germany, the United Kingdom, China, and Russia go through another round of attempts to prevent Iran from developing nuclear weapons or the capacity to produce them. But if this attempt fails, as is likely, one cannot rule out that, by summer, Israel and the U.S. agree that, sooner rather than later, force will have be used to stop Iran. Indeed, while Israel and the U.S. still disagree on some points - Israel wants to strike this year, while the Obama administration is opposed to military action before facing the voters in November - the two sides are converging on aims and plans. Most importantly, the U.S. is now clearly rejecting containment (accepting a nuclear Iran and using a deterrence strategy). So, if sanctions and negotiations don't credibly work, the U.S. (a country that doesn't "bluff," according to Obama) will have to act militarily against Iran. The U.S. is now providing bunker-buster bombs and refuelling planes to Israel, while the two militaries are increasing joint military exercises in case an attack becomes necessary and unavoidable. If the drums of war grow louder this summer, oil prices could rise in a way that will most likely cause a U.S. and global growth slowdown, and even an outright recession if a military conflict erupts and sends oil prices soaring. Moreover, broader geopolitical tensions in the Middle East are not fading, and might intensify. Aside from deep uncertainty regarding the course of events in Egypt and Libya, now Syria is on the verge of civil war, and radical forces may get the upper hand in Yemen, undermining security in Saudi Arabia. There is still concern about political tensions rising in Bahrain and Saudi Arabia's oil-rich Eastern province, and potentially even in Kuwait and Jordan, all areas with substantial Shiite populations or other restless groups. Now that the U.S. has left Iraq, rising tensions between Shiite, Sunni and Kurdish factions do not bode well for the country's ability to boost oil production soon. There is also the ongoing Israel-Palestine conflict, tension between Israel and Turkey, and hot spots - particularly Afghanistan and Pakistan - in the wider neighbourhood. Oil is already well above $100/barrel, despite weak economic growth in advanced countries and many emerging markets. The fear premium might push prices significantly higher, even if no military conflict ultimately takes place, and could trigger a global recession if one does. 

--Aggression
High oil prices lead to Iranian aggression

Alterman 12 - senior fellow and director of the Middle East Program at the Center for Strategic and International Studies in Washington, D.C. (Jon B., February 20, 2012, Slippery Choices for the Gulf States, http://www.realclearworld.com/articles/2012/02/20/slippery_choices_for_the_gulf_states_99912-2.html)#SPS 

 The Gulf Arab States have a dilemma. One reason that they have been able to avoid upheaval over the last tumultuous year in the Middle East is because they have made their already generous public subsidies even more generous. But within the short-term fix is a set of longer-term problems that could profoundly affect regional stability. In the most basic sense, wealthy Arab governments increased their spending last year in order to improve internal security. Saudi Arabia, for example, announced plans to spend an additional $130 billion, representing approximately 30 percent of GDP. Much of the money is targeted at housing, salaries, and unemployment benefits-all essentially public subsidies. Qatar, with probably fewer than 250,000 citizens, passed an $8 billion pay raise for public sector employees, representing a hike of between 50 and 120 percent. The Gulf Cooperation Council (GCC) gave $10 billion each to member states Oman and Bahrain to improve housing and infrastructure, spreading the wealth, and stemming the protests. The governments are using plentiful oil money to buy internal peace. However, that strategy brings with it a high cost, which influences regional as well as domestic politics. When oil prices have been low, the government of Iran has sought regional stability through less aggressive regional policies. When they have been high, the government of Iran has sought to enhance its regional influence. When oil prices dipped in the mid-1990s, for example, President Mohammed Khatami initiated a rapprochement with Iran's Arab neighbors, strengthening ties and lowering the rhetoric that had reached a fever pitch in the years immediately after the 1979 Iranian revolution. Under Khatami, almost two decades of Iranian-Arab hostility gave way to diplomacy. Tehran hosted a summit of the Organization of the Islamic Conference-an organization that traditionally has strong Saudi influence-and President Khatami's "Dialogue of Civilizations" effort held out the prospect of coexistence with the GCC states. Iranian ships in the Gulf were more cooperative with the U.S. Fifth Fleet, and Iran toned down its anti-American rhetoric. As oil prices crept up after the U.S.-led war on Saddam Hussein in 2003, Iranian-Arab hostility increased again. Iran's apparent nuclear ambitions loomed largest on the agenda, but Iranian actions in Iraq and the increasing aggressiveness of the Iranian Revolutionary Guard Navy-which is now the principal Iranian naval force in the Gulf-also played a role. Here, then, is the dilemma. The GCC states need increasingly high oil prices to promote domestic security. Yet, those higher prices tend to abet Iranian misbehavior, which threatens their external security. Markedly lower oil prices would threaten domestic stability in Iran and intensify pressure on the current Iranian government. If the past is a guide, lower prices would also nudge the Iranian government toward moderating its behavior. Yet, at the same time, low oil prices would threaten the domestic stability that the GCC states have sought to foster. There is no obvious "sweet spot" for oil prices that curb Iranian malfeasance and still allow healthy GCC subsidies at home. Indeed, whereas several years ago Iran required markedly higher oil prices to balance its budget than its Gulf Arab neighbors, extraordinary Arab spending in the last year has brought the prices required to cover spending closer. 

--Iran Nuclearization Terminal Impacts

Iran nuclearization causes Israeli first strike, instability, and regional proliferation 

Edelman et al 11 (Eric S. Edelman – Council on Foreign Relations, Distinguished Fellow at the Center for Strategic and Budgetary Assessments; he was U.S. Undersecretary of Defense for Policy in 2005–2009, Andrew F. Krepinevich – President of the Center for Strategic and Budgetary Assessments and Evan Braden Montgomery – Research Fellow at the Center for Strategic and Budgetary Assessments, “The Dangers of a Nuclear Iran The Limits of Containment,” January/February 2011, Foreign Affairs Vol. 90 no. 1, http://www.panzertruppen.org/articulos/2011/mh0014.pdf)//PC 

Yet this view is far too sanguine. Above all, it rests on the questionable assumptions that possessing nuclear weapons induces caution and restraint, that other nations in the Middle East would balance against Iran rather than bandwagon with it, that a nuclear-armed Iran would respect new redlines even though a conventionally armed Iran has failed to comply with similar warnings, and that further proliferation in the region could be avoided. It seems more likely that Iran would become increasingly aggressive once it acquired a nuclear capability, that the United States’ allies in the Middle East would feel greatly threatened and so would increasingly accommodate Tehran, that the United States’ abil- ity to promote and defend its interests in the region would be diminished, and that further nuclear proliferation, with all the dangers that entails, would occur. The greatest concern in the near term would be that an un- stable Iranian-Israeli nuclear contest could emerge, with a significant risk that either side would launch a first strike on the other despite the enor- mous risks and costs involved. Over the longer term, Saudi Arabia and other states in the Middle East might pursue their own nuclear capabil- ities, raising the possibility of a highly unstable regional nuclear arms race. Furthermore, the strategy that appears to be emerging as the default solution to these troubling outcomes—a combination of deterrence and extended deterrence—has serious drawbacks, and these are often down- played or, worse, ignored. The conventional wisdom holds that U.S. security commitments can keep Iran in check, prevent U.S. allies in the Middle East from accommodating Tehran, and dissuade them from pursuing nuclear weapons. Yet both the willingness and the ability of the United States to defend its partners in the region against a nuclear-armed Iran are questionable. The United States was able to deter a nuclear- armed Soviet Union during the Cold War, but the foundations of its security arrangements then—formal treaty guarantees and large U.S. military deployments on the territory of its allies—are unlikely to materialize again soon. Although members of the Obama administra- tion have stated that no option, including military force, should be taken oa the table, they have done little to create a credible military option that would discourage Iran from pursuing nuclear weapons or contain it if diplomatic isolation, economic sanctions, or redlines fail to yield the desired results and Iran obtains nuclear weapons. By deploying additional U.S. air and naval forces in the Middle East, the United States could bolster its diplomatic eaorts with coercive leverage, lay the foundation for an extended deterrence regime, and give itself the means to use force if a military campaign turns out to be the least bad option. 

A nuclear Iran leads to Iran-Israel war, instability, and terrorism 

Edelman et al 11 (Eric S. Edelman – Council on Foreign Relations, Distinguished Fellow at the Center for Strategic and Budgetary Assessments; he was U.S. Undersecretary of Defense for Policy in 2005–2009, Andrew F. Krepinevich – President of the Center for Strategic and Budgetary Assessments and Evan Braden Montgomery – Research Fellow at the Center for Strategic and Budgetary Assessments, “The Dangers of a Nuclear Iran The Limits of Containment,” January/February 2011, Foreign Affairs Vol. 90 no. 1, http://www.panzertruppen.org/articulos/2011/mh0014.pdf)//PC 

Given Israel’s status as an assumed but undeclared nuclear weapons state, the most immediate consequence of Iran’s crossing the nuclear threshold would be the emergence of an unstable bipolar nuclear com- petition in the Middle East. Given Israel’s enormous quantitative and qualitative advantage in nuclear weapons—its arsenal is estimated to consist of anywhere from 100 to more than 200 warheads, possibly including thermonuclear weapons—Tehran might fear a disarming preventive or preemptive strike. During a crisis, then, the Iranian lead- ership might face a “use them or lose them” dilemma with respect to its nuclear weapons and resolve it by attacking first. For their part, Israeli leaders might also be willing to strike first, despite the enormous risks. Israel’s small size means that even a few nuclear detonations on its soil would be devastating; Iran’s former president Ali Akbar Hashemi Rafsanjani was exaggerating only slightly when he claimed that “even one nuclear bomb inside Israel will destroy everything.” Iran’s nuclear arsenal is likely to be small at first and perhaps vulnerable to a preventive attack. Moreover, even if current and future Israeli missile defenses could not stop a full-scale premeditated attack by ballistic missiles, they might be eaective against any retaliation Iran might launch if it were hit first. And the willingness to execute a preventive or preemptive strike when confronting a serious threat is a deeply ingrained element of Israel’s strategic culture, as Israel demonstrated in its attacks against Egypt in 1956 and 1967, against Iraq’s nuclear program in 1981, and against a suspected Syrian nuclear site in 2007. On the one occasion that Israel absorbed the first blow, in 1973, it came perilously close to defeat. In short, the early stages of an Iranian-Israeli nuclear competition would be unstable. Even if Iran and Israel managed to avoid a direct conflict, Iran’s nuclear weapons would remain a persistent source of instability in the Middle East. Tehran would almost certainly attempt to expand the size of its arsenal to enhance the survivability of its nuclear weapons. To that end, it would have a strong incentive to adopt the North Korean model of proliferation: negotiating with the international community while continuing to expand its stockpile. Tehran could also deflect international pressure to disarm by offering to relinquish its arsenal if Israel did so as well, exploiting the desire of U.S. President Barack Obama and other Western leaders to make progress toward a world without nuclear weapons. As Iran’s arsenal became larger and its fear of retaliation declined, however, it might be increasingly willing to engage in more subtle but still dangerous forms of aggression, including heightened support for terrorist groups or coercive diplomacy. Meanwhile, if Iran acquires nuclear weapons, Israel might face internal and external pressures to abandon its posture of nuclear opacity, that is, its policy of refusing to confirm or deny that it has nuclear weapons. Internal pressure would come from those who believe that declaring Israel’s arsenal is necessary to deter an attack by Iran. External pressure would come from those who view an Israeli declaration as the first step toward regional nuclear disarmament. But if Israel did abandon its policy of nuclear opacity, cooperation between Israel and its Arab neighbors would be far more difficult, and a containment strategy against Iran would thus be more challenging to implement. Such a disclosure might also encourage other states in the region to pursue their own nuclear weapons programs. Although most of Israel’s neighbors have been willing to accept its undeclared nuclear weapons program so far, the combination of a nuclear-armed Iran and an openly nuclear- armed Israel could alter their calculations—due to a heightened sense of threat, a desire for prestige, domestic pressure, or all three. 

Nuclear Iran causes broader proliferation, terrorism, and war – accidents, miscalculation, first-strike, pre-emption 

Edelman et al 11 (Eric S. Edelman – Council on Foreign Relations, Distinguished Fellow at the Center for Strategic and Budgetary Assessments; he was U.S. Undersecretary of Defense for Policy in 2005–2009, Andrew F. Krepinevich – President of the Center for Strategic and Budgetary Assessments and Evan Braden Montgomery – Research Fellow at the Center for Strategic and Budgetary Assessments, “The Dangers of a Nuclear Iran The Limits of Containment,” January/February 2011, Foreign Affairs Vol. 90 no. 1, http://www.panzertruppen.org/articulos/2011/mh0014.pdf)//PC 

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

Deterrence fails – analogies to the cold war are flawed 

Edelman et al 11 (Eric S. Edelman – Council on Foreign Relations, Distinguished Fellow at the Center for Strategic and Budgetary Assessments; he was U.S. Undersecretary of Defense for Policy in 2005–2009, Andrew F. Krepinevich – President of the Center for Strategic and Budgetary Assessments and Evan Braden Montgomery – Research Fellow at the Center for Strategic and Budgetary Assessments, “The Dangers of a Nuclear Iran The Limits of Containment,” January/February 2011, Foreign Affairs Vol. 90 no. 1, http://www.panzertruppen.org/articulos/2011/mh0014.pdf)//PC 
If Iran did acquire nuclear weapons, would a containment strategy preserve stability in the Middle East? Some analysts, including Lindsay and Takeyh, argue that although Iran can be aggressive at times, it also regulates its behavior to avoid provoking retaliation. Since the regime is sensitive to costs, the logic goes, it recognizes the dangers of escalation; hence, containment would work. Other analysts argue that Iran’s antagonism toward the United States and Israel is so strong and so central to its leaders’ legitimacy that Tehran will become more hostile once it has a nuclear arsenal, regardless of the consequences. The truth probably lies somewhere in between. Tehran may not be irrationally aggressive, but its leadership structure and decision-making are opaque. Its rhetoric toward the United States, Israel, and the Arab nations is often inflammatory. And its hostile behavior—including its support for proxies such as Hezbollah, its efforts to subvert its neighbors, and its provocative naval maneuvers in the Persian Gulf— could easily trigger a crisis. In short, it is unclear how a nuclear-armed Iran would weigh the costs, benefits, and risks of brinkmanship and escalation and therefore how easily it could be deterred from attacking the United States’ interests or partners in the Middle East. One of the most important elements of a U.S. containment strategy would be extended deterrence, that is, discouraging Iran from attacking states in the Middle East. Over the past several years, it has become pop- ular in policy circles to think that containing a nuclear-armed Iran, stabilizing relations between Iran and Israel, and preventing additional proliferation will require expanding U.S. security commitments to several U.S. allies and partners in the Middle East. In July 2009, for example, Secretary of State Hillary Clinton suggested that the United States would extend “a defense umbrella over the region” in order to prevent Iran from continuing to pursue nuclear weapons, to deter Iranian aggression if Tehran does acquire nuclear weapons, and also, presumably, to dissuade U.S. allies and partners from pursuing nuclear weapons as well. At first blush, a policy of extended deterrence might appear to be a sensible and effective approach. It played an important role in deterring a Soviet attack on the West and limiting nuclear proliferation during the Cold War. Seeking a nuclear-armed patron is an attractive option for states that are insecure but unwilling or unable to accept the burdens and risks of pursuing their own nuclear programs. In addition, the United States already has a strong foundation of alliances and security partner- ships, including its long-standing “special relationship” with Israel; its close ties to Bahrain, Egypt, Iraq, Jordan, Saudi Arabia, and the United Arab Emirates; and Turkey’s membership in nato. And it has unique capabilities that states in the region will almost certainly want to see used on their behalf, including ballistic missile defenses (which could be used to counter Iran’s principal delivery methods) and early warning sys- tems (which are particularly important given the short flight times of any missiles that might be launched from Iran toward its neighbors). Yet a strategy rooted in extended deterrence could prove far more challenging and far less effective than most analysts and policymakers recognize. Its proponents tend to draw heavily on the experience of the Cold War, but this parallel oversimplifies the problems that the United States would face if nuclear proliferation occurred in the Middle East. Throughout the U.S.-Soviet rivalry, the United States and the allies under its nuclear umbrella were not only aligned against a single overriding threat; they also had few serious security challenges among themselves, particularly as the rivalry between France and Germany dissipated in the 1950s and 1960s. Today, most Middle Eastern states view Iran as a threat, but their own relations remain tense, and in some cases even hostile. These cross-cutting rivalries could complicate U.S. efforts to establish an effective extended deterrence regime in the region, particularly if Washington pledged to defend both Israel and several Arab states. During the Cold War, the United States deployed several hun- dred thousand troops to Western Europe, to democratic nations that faced an authoritarian Soviet Union threatening to dominate all of Europe. The U.S.-Soviet competition was a struggle for global dominance, U.S. allies were culturally and politically far more similar to the United States than its current security partners in the Middle East, and both the United States’ treaty commit- ments and its forward-based forces were clear indicators of its will- ingness to defend its allies. Nevertheless, doubts persisted about whether the United States would be willing to use nuclear weapons against the Soviet Union to stave of a military defeat in Europe. And if the United States’ allies then were never truly convinced that it would risk New York to save Bonn, London, or Paris, then why would U.S. allies in the Middle East today believe that it would risk New York to defend Cairo, Dubai, or Riyadh once Tehran acquired the means to target the U.S. homeland with nuclear weapons? Tehran could have such a capability shortly after develop- ing nuclear weapons if it relied on unconventional means of delivery, such as transport inside a cargo ship rather than intercontinental ballistic missiles. Meanwhile, the U.S. Congress might be reluctant to formally endorse a pledge to defend Arab nations, in particular given the resentment toward the United States that exists in many of these countries. Even informal public guarantees could generate significant opposition in Congress. And private commitments are unlikely to be effective, because unlike with public declarations, Washington would not be putting its reputation on the line. Another difference between the Soviet Union and a nuclear-armed Iran is that in most instances with Iran, the United States would not have the option of using significant forward-based forces as a tripwire and so would lack a way to signal its willingness to retaliate after any attack against its partners in the Middle East. Many of those governments would not welcome the presence of U.S. troops because they are reluctant to be perceived by their domestic audiences as U.S. protectorates unable to defend themselves. 
AFF: Uniqueness

Saudi Arabia will continue to keep prices down due to rising demand from the U.S. and China- Russia and Iran can’t handle it

Nuqudy 6-26- A Middle East Financial Magazine and Website (Saudi Tolerates Low Oil Prices, 26/06/2012, http://english.nuqudy.com/Gulf/Saudi_Tolerates_Low-2246)#SPS 

Saudi Arabia is showing no signs of changing its policy ofincreased oil production in order to support global economic growth. This is despite a drop in Brent oil prices to below 90 dollars a barrel for the first time in 18 months. Although the Saudi budget can tolerate the low oil prices, rivals Iran and Russia cannot. These two countries are at odds with Saudi Arabia over support for opposing sides of the Syrian revolution. The Saudi budget is showing a revenue surplus for the first half of 2012. As a result, the country can balance its budget at a much lower oil price than many other OPEC members and Russia, which is not a member of the international oil cartel. Furthermore, a senior oil official from the Gulf state affirmed that, if Saudi Arabian oil production continues at the same pace, it would not flood the market. According to him, Saudi Arabia wants to act responsibly and in the interests of the global economy. Government sources in the Gulf and Western countries in contact with Saudi officials said that the country could tolerate an oil price of $90 or below for many months, whereas these price levels harm both Iran and Russia. These two oil producers are in conflict with Riyadh over its support for the Syrian revolution. Both Moscow and Tehran require crude oil prices of $115 a barrel to meet their budgetary requirements. Supporting the rebels seeking to overthrow Syrian President Bashar Al-Assad, Saudi leaders have criticized Russia for defending the Syrian president. Along with Iran, Russia is the Syrian leadership’s primary ally, and its chief source of weapons. Industry sources say that Saudi Arabia, the only oil producer with significant spare production capacity, is forecast to reach record production levels in the next two months. The reason is demand from refineries in the US and China
**NORWAY**
Euro Econ 2NC

Norwegian Sovereign Wealth Fund is key to investment in European stocks and bonds.

Hudson 2011 - President of The Institute for the Study of Long-Term Economic Trends (ISLET); Wall Street Financial Analyst, Distinguished Research Professor of Economics at the University of Missouri, Kansas City; economic advisor to governments worldwide including Iceland, Latvia and China (Michael, “Norway’s Sovereign Wealth Risk Vortex” March 18, 2011, http://michael-hudson.com/2011/03/norways-sovereign-wealth-risk-vortex/ )// AL

What does Norway get out of its Oil Fund, if not More Strategic Infrastructure Investment?

For the past generation Norway has supplied Europe and other regions with oil, taking payment in euros or dollars. It then sends nearly all this foreign exchange abroad, sequestering its oil-export receipts – which are in foreign currency – in the Oil Fund, to invest mainly in European and U.S. stocks and bonds. The fund now exceeds $500+ billion, second in the world to that of Abu Dhabi.[1]
What do Norwegians get out of these financial savings, besides a modest interest and dividend yield? The export surplus is said to be too large to spend more than a small fraction (a Procrustean 4 percent) at home without causing inflation. As an excuse for placing its export savings merely in the way that a middle-class family would do – buying an assortment of foreign stocks and bonds – the Oil Fund’s managers conjure up images of squandering spending on projects such as Dubai’s trophy skyscrapers and luxury real estate sinkholes.

So foreigners get not only Norway’s oil, but also most of the royalties and earnings from its production. Along with OPEC oil funds, the volume of these natural resource royalties is so large that they are largely responsible for supporting stock market prices in Europe and the United States (along with pension fund inflows). Meanwhile, Norway spends little on itself. Even now that its financial managers are beginning to worry about how risky the stock markets are becoming (having lost money in a number of recent years) and feel the need to diversify into real estate, they still warn against investing the Oil Fund’s wealth to build up the domestic economy.

What seems ironic is that while Norway is sending its savings mainly to European and U.S. financial markets, money managers in these countries are sending their funds to the BRIC economies (Brazil, Russia, India and China). These are the nations whose governments are investing their trade surpluses most actively to raise their educational levels, productivity and living standards, and to upgrade their infrastructure, especially their transportation. This in turn has raised the land’s site value, spurring construction and widespread prosperity – while the U.S. and European economies are entering what looks like an extended period of austerity.’
European bonds are key to prevent Eurozone decline and global economic collapse.

NYT 5/22/12 – (Nicholas Kulish and Paul Geitner, “Merkel Defensive Amid Fresh Calls for Bonds”, http://www.nytimes.com/2012/05/23/world/europe/search-shifts-for-euro-zone-relief.html )//AL

BERLIN — The pressure for Germany to reverse its defiant course on issuing euro bonds continued to grow on Tuesday, one day before a dinner meeting of European leaders. But German officials remained adamant that there was no way they would bend on collective debt, even if the new French president, as expected, makes it a dining-room topic. Angela Merkel, the German chancellor, finds herself increasingly on the defensive over the bonds, which she opposes as a near-term remedy for the region’s financial woes. But proponents say that bonds jointly issued by the 17 members of the euro currency union are the best long-term solution to a crisis that has destabilized global markets and threatened the future of the currency.

Ms. Merkel is expected to face a growing front led by President François Hollande of France when she travels to Brussels on Wednesday for the informal meeting of European Union leaders. Whether or not Mr. Hollande wins the argument, he has helped change the nature of the debate.

After a focus for months on cutting spending and budget deficits, the discussion has shifted to ways to bolster growth. Many economists and policy makers now say that the surest way to end the crisis is for European states to move toward jointly issued debt, known as euro bonds.

The sense of crisis escalated Tuesday, as the Organization for Economic Cooperation and Development cut its growth forecast for the euro zone and said Europe risked creating a self-sustaining cycle of decline that could have dire effects for the world economy.
Ext: Sovereign Wealth
Norwegian Sovereign Wealth Fund is modeled internationally – saves the global market.

IMF 2008 (Delia Velculescu, IMF European Department, “Norway’s Oil Fund Shows the Way for Wealth Funds” July 9, 2008, http://www.imf.org/external/pubs/ft/survey/so/2008/pol070908a.htm )//AL (graphs omitted)
The Norwegian Oil Fund—recently renamed "the Government Pension Fund-Global"—is often cited as an exemplary sovereign wealth fund (SWF).

This uniquely positions the fund as a model for and potentially important contributor to the new set of voluntary principles being developed for SWFs.

SWFs have been receiving increased scrutiny due to their growing presence in global financial markets. Their total assets are currently estimated at about $3 trillion (see table). Experts are expecting that their assets will increase rapidly to over $10 trillion in the next 5-10 years.

The growing importance and active investment strategies of SWFs are expected to affect the structure of international financial markets and asset pricing. On the one hand, their long horizons, lack of leverage, and absence of claims for imminent withdrawal of funds could help stabilize international financial markets by enhancing market liquidity and dampening asset price volatility.

On the other hand, their sheer size, rapid growth, and potential to abruptly change investment strategies, coupled with—in some cases—a lack of transparency and uncertainty surrounding the purpose of their investments, could exacerbate market uncertainty and thus increase volatility.

Voluntary code of conduct

In light of the concerns about SWFs, the IMF has been given a new mandate to facilitate the development of a set of voluntary principles for these funds. These principles would cover issues of public governance, transparency, and accountability. To this end, an International Working Group of SWFs (IWG) was formed at end-April 2008 and began work on the set of principles.

The new set of principles should help countries where SWFs are located to both strengthen their domestic policy frameworks and institutions and facilitate their macroeconomic and financial interests. The principles will also help ease concerns in countries receiving SWF investments and promote an open global monetary and financial system.

Lessons from Norway's experience

Norway's Government Pension Fund-Global (GPF) has a number of exemplary features that could serve as a model for other SWFs. The GPF is one of the largest and fastest-growing SWFs in the world, with total assets amounting to $373 billion at end-2007, or close to 100 percent of Norway's GDP. But size aside, the Norwegian GPF is mostly known for its features, which in many ways are considered best practices by international standards:

• The GPF's stated aim is to support government saving and promote an intergenerational transfer of resources. The fund facilitates the long-term management of the government's petroleum revenues. Given the expected population aging in Norway, it serves to pre-fund public pension expenditures.

• The GPF functions as a fiscal policy tool, which, together with the fiscal guideline, serves to limit government spending. The fund's capital consists of revenues from petroleum activities. The fund's expenditure is a transfer to the fiscal budget to finance the non-oil budget deficit. The fiscal guideline, introduced in 2001, calls for a limit on the non-oil structural central government deficit of around 4 percent of the assets of the GPF. Since 4 percent is the estimated long-run real rate of return, this rule amounts to saving the real capital of the fund and spending only its return (akin to an endowment fund).

• The fund is fully integrated into the budget (see Chart 1). The net allocation to the fund forms part of an integrated budgetary process. This process makes transparent the actual surplus of the fiscal budget and the state's use of petroleum revenues.

• It pursues a highly transparent investment strategy (see Chart 2). The Ministry of Finance—the fund's owner—reports regularly on the governance framework, the fund's goals, investment strategy and results, and ethical guidelines. The Central Bank—the fund's operational manager—publishes quarterly and annual reports on the management of the fund, including its performance and an annual listing of all investments. Detailed information on the fund's voting in shareholders' meetings is also published.

• Its assets are invested exclusively abroad. This strategy ensures risk diversification and good financial returns. Moreover, it helps to shield the non-oil economy from shocks in the oil sector, which can put pressure on the exchange rate (so-called "Dutch disease" effects). The GPF has small ownership shares in over 7,000 individual companies worldwide (the average ownership stake at end-2007 was 0.6 percent, against a maximum allowed of 5 percent).

• Its high-return, moderate-risk investment strategy has been hitting the mark. Currently, the fund is adjusting its portfolio to its new strategic benchmark of 60 percent of assets in equities and 40 percent in fixed income. There are plans to move gradually into real estate, to improve the risk-return tradeoff. The investment strategy has produced a healthy 4.3 percent average annual real return during the past decade.

• Its asset management is governed by a set of ethical guidelines. These guidelines, established by the Ministry of Finance, are based on internationally accepted principles developed by the United Nations and the Organization for Economic Cooperation and Development. Two policy instruments are used to promote the fund's ethical commitments. First, the fund exercises ownership rights in companies in which it invests with a view to promoting good and responsible conduct and respecting human rights and the environment when this is consistent with the fund's financial interests. Second, the Ministry of Finance can decide to avoid fund investments in specific companies whose practices constitute an unacceptable risk that the fund could become complicit in grossly unethical activities.

A role for Norway

The Norwegian GPF brings to the table several elements that could help design a set of successful voluntary principles for SWFs. The fund's role as a fiscal policy tool could guide other countries with nonrenewable resources in managing their policies in a sustainable way over the long run.

The GPF's highly transparent, yet competitive and successful asset management strategy—buying in markets whose values are falling to rebalance its portfolios—can serve as an example that open strategies not only produce financial results, but also enhance market liquidity and financial resource allocation and act as a stabilizing influence. Its experience with ethical guidelines provides further proof that commitment to the common good is not necessarily antagonistic to high returns.

Given their experience with managing the GPF, the Norwegian authorities have been openly supporting the IMF's work on SWFs and firmly back equal treatment of investors. They do not think that the investment activities of SWFs need to be more restricted than the activities of other investors, especially since, in contrast to hedge funds, SWFs have yet to be proven to be disruptive to markets. The Norwegians also caution that restricting investments of oil-related SWFs may reduce extraction, which could have a destabilizing effect on oil markets.

Sovereign wealth funds are inevitable – their ineffectiveness causes global financial protectionism.

Roubini 2007 – Cofounder, Chairman, Roubini Global Economics, Professor of economics at New York University’s Stern School of Business, Served as senior economist for international affiars on the White House Council of Economic Advisors, former senior advisor to the undersecretary for international affairs at US Treasury Department, doctorate in economics at Harvard University, former faculty member of Yale University’s department of Economics (Nouriel, “Sovereign Wealth Funds: The New Bogeymen of Financial Capitalism” September 3rd, 2007, http://www.economonitor.com/nouriel/2007/09/03/sovereign-wealth-funds-the-new-bogeymen-of-financial-capitalism/ )//AL
Dire predictions that the rise of the SWF’s means that the global financial system is becoming a form of state capitalism may be exaggerated. But a small group of government players managing a vast amount of foreign assets does create complications. Of course, so long as the US runs annual current-account deficits of almost a trillion dollars, it will need to borrow from strategic rivals such as China, Russia, and unstable Middle East petro-states, which increasingly will lend in the form of high-yield equity investments rather than low-yield T-bills. So unless the US starts to save more, it will find it hard to complain about the form _ equity rather than debt _ that the financing of its external deficit takes.

It is also true that the massive accumulation of foreign reserves that is now feeding the SWFs’ growth is excessive and driven by misguided exchange-rate policies, with vastly undervalued currencies resulting in current-account surpluses. These countries need to allow greater exchange-rate flexibility and currency appreciation to reduce their external surpluses and thus the need to accumulate huge foreign reserves in the first place.

Indeed, emerging-market economies should reduce their accumulation of foreign assets rather than hope to weather the political backlash against SWF’s in the US and EU. SWF’s are, it seems, here to stay and grow, and they do offer significant benefits. But if they grow too large while their activities remain opaque, widespread “financial protectionism” will become all but inevitable.

Norway’s SWF will be modeled – solves Eurozone.
Financial Times 2011 (Andrew Ward, “Norway’s Sovereign wealth fund Optimistic on Europe” June 13, 2011, http://www.ft.com/intl/cms/s/0/5f1e4ace-958d-11e0-8f82-00144feab49a.html#axzz1yeFSHAJH )//AL

Norway’s $570bn sovereign wealth fund is “very positive” about the long-term outlook for Europe despite deciding to shift more of its assets into emerging markets.

Yngve Slyngstad, chief executive of Norges Bank Investment Management, which has responsibility for investing Norway’s North Sea oil riches, said the eurozone debt crisis had created a catalyst for economic reform.

“The changes going on in Europe at the moment may actually be positive for the private sector,” he told the Financial Times in a video interview, arguing that companies stand to benefit from “restructuring [and] maybe some narrowing of… the public sector”.

Norway’s so-called oil fund is one of the world’s biggest sovereign wealth funds and Europe’s biggest equity investor, owning about 2 per cent of all European stocks.

It recently announced plans gradually to reduce exposure to Europe, which currently accounts for half its equity holdings, as part of efforts to increase diversification but Mr Slyngstad said the fund remained bullish about the region in the long-run.

However, he acknowledged the “enormous challenge” facing eurozone policymakers and voiced concern over the potential repercussions of a possible restructuring of Greek debts. “It is difficult to see all the secondary effects of such a move and therefore I think there will be a lot of caution before any such decisions will be taken,” he said.
Norway Modeled
Norway’s sovereign wealth fund is modeled by other countries and solves all other oil scenarios through sustainability and investment returns

Velculescu 08, Delia Velculescu, from the International Monetary Fund European Department and IMF Survey Magazine, “Norway’s Oil Fund Shows the Way for Wealth Funds,” July 9th, 2008, from the International Monetary Fund, http://www.imf.org/external/pubs/ft/survey/so/2008/POL070908A.htm MC
The Norwegian Oil Fund—recently renamed "the Government Pension Fund-Global"—is often cited as an exemplary sovereign wealth fund (SWF). This uniquely positions the fund as a model for and potentially important contributor to the new set of voluntary principles being developed for SWFs. SWFs have been receiving increased scrutiny due to their growing presence in global financial markets. Their total assets are currently estimated at about $3 trillion (see table). Experts are expecting that their assets will increase rapidly to over $10 trillion in the next 5-10 years. The growing importance and active investment strategies of SWFs are expected to affect the structure of international financial markets and asset pricing. On the one hand, their long horizons, lack of leverage, and absence of claims for imminent withdrawal of funds could help stabilize international financial markets by enhancing market liquidity and dampening asset price volatility. On the other hand, their sheer size, rapid growth, and potential to abruptly change investment strategies, coupled with—in some cases—a lack of transparency and uncertainty surrounding the purpose of their investments, could exacerbate market uncertainty and thus increase volatility. Voluntary code of conduct In light of the concerns about SWFs, the IMF has been given a new mandate to facilitate the development of a set of voluntary principles for these funds. These principles would cover issues of public governance, transparency, and accountability. To this end, an International Working Group of SWFs (IWG) was formed at end-April 2008 and began work on the set of principles. The new set of principles should help countries where SWFs are located to both strengthen their domestic policy frameworks and institutions and facilitate their macroeconomic and financial interests. The principles will also help ease concerns in countries receiving SWF investments and promote an open global monetary and financial system. Lessons from Norway's experience Norway's Government Pension Fund-Global (GPF) has a number of exemplary features that could serve as a model for other SWFs. The GPF is one of the largest and fastest-growing SWFs in the world, with total assets amounting to $373 billion at end-2007, or close to 100 percent of Norway's GDP. But size aside, the Norwegian GPF is mostly known for its features, which in many ways are considered best practices by international standards: • The GPF's stated aim is to support government saving and promote an intergenerational transfer of resources. The fund facilitates the long-term management of the government's petroleum revenues. Given the expected population aging in Norway, it serves to pre-fund public pension expenditures. • The GPF functions as a fiscal policy tool, which, together with the fiscal guideline, serves to limit government spending. The fund's capital consists of revenues from petroleum activities. The fund's expenditure is a transfer to the fiscal budget to finance the non-oil budget deficit. The fiscal guideline, introduced in 2001, calls for a limit on the non-oil structural central government deficit of around 4 percent of the assets of the GPF. Since 4 percent is the estimated long-run real rate of return, this rule amounts to saving the real capital of the fund and spending only its return (akin to an endowment fund). • The fund is fully integrated into the budget (see Chart 1). The net allocation to the fund forms part of an integrated budgetary process. This process makes transparent the actual surplus of the fiscal budget and the state's use of petroleum revenues. • It pursues a highly transparent investment strategy (see Chart 2). The Ministry of Finance—the fund's owner—reports regularly on the governance framework, the fund's goals, investment strategy and results, and ethical guidelines. The Central Bank—the fund's operational manager—publishes quarterly and annual reports on the management of the fund, including its performance and an annual listing of all investments. Detailed information on the fund's voting in shareholders' meetings is also published.• Its assets are invested exclusively abroad. This strategy ensures risk diversification and good financial returns. Moreover, it helps to shield the non-oil economy from shocks in the oil sector, which can put pressure on the exchange rate (so-called "Dutch disease" effects). The GPF has small ownership shares in over 7,000 individual companies worldwide (the average ownership stake at end-2007 was 0.6 percent, against a maximum allowed of 5 percent).• Its high-return, moderate-risk investment strategy has been hitting the mark. Currently, the fund is adjusting its portfolio to its new strategic benchmark of 60 percent of assets in equities and 40 percent in fixed income. There are plans to move gradually into real estate, to improve the risk-return tradeoff. The investment strategy has produced a healthy 4.3 percent average annual real return during the past decade.• Its asset management is governed by a set of ethical guidelines. These guidelines, established by the Ministry of Finance, are based on internationally accepted principles developed by the United Nations and the Organization for Economic Cooperation and Development. Two policy instruments are used to promote the fund's ethical commitments. First, the fund exercises ownership rights in companies in which it invests with a view to promoting good and responsible conduct and respecting human rights and the environment when this is consistent with the fund's financial interests. Second, the Ministry of Finance can decide to avoid fund investments in specific companies whose practices constitute an unacceptable risk that the fund could become complicit in grossly unethical activities. A role for Norway The Norwegian GPF brings to the table several elements that could help design a set of successful voluntary principles for SWFs. The fund's role as a fiscal policy tool could guide other countries with nonrenewable resources in managing their policies in a sustainable way over the long run. The GPF's highly transparent, yet competitive and successful asset management strategy—buying in markets whose values are falling to rebalance its portfolios—can serve as an example that open strategies not only produce financial results, but also enhance market liquidity and financial resource allocation and act as a stabilizing influence. Its experience with ethical guidelines provides further proof that commitment to the common good is not necessarily antagonistic to high returns.

Norwegian government sets example for Middle East—invests oil money into healthcare, education and infrastructure 

Harbo, 8 (Florentina Harbo—Analyst for Norwegian Institute for Strategic Studies, Gouvernance européenne 

et géopolitique de l’énergie, “The European Gas and Oil Market:

The Role of Norway,” October 2008, http://www.ifri.org/files/Energie/Harbo.pdf, MH)
The changing character of the global oil market shows that oil production is close to peaking. Saudi Arabia can no longer be relied on to play its usual role of price regulator. Iraq, on the other hand, is believed to have huge unexplored reserves. The region needs the help of Western guidance, so that Iraq could work jointly with Saudi Arabia, or even replace it, if its role as regulator ends. Advanced nations and leaders could underwrite a so-called “Marshall Plan” for the Middle East, since the region has huge oil wealth. In return, the region could pledge to supply oil and gas at reliable prices for the foreseeable future, allowing a more gradual and less disruptive transition to other energy sources (Nell, Semmler, 2007: 580). Norway could also provide an example here. If Western companies would invest their best technological skills and expertise, the revenues from oil sales would be partially used for repaying the “Marshal Plan” loans and would partially go into a Development Fund, such as was the case with Norway and Alaska. The Development Fund would be devoted exclusively to social infrastructure, public utilities, education, health, etc. 

Uniqueness
Norway’s growth is accelerating 

Kremer 6/20/12 – reporter for Bloomberg news (Josiane, “ Norway Keeps Main Rate Unchanged As Euro Crisis Deepens” Bloomberg, http://www.bloomberg.com/news/2012-06-20/norway-keeps-main-rate-unchanged-as-euro-crisis-deepens-1-.html) 
As the euro zone slides into a recession, Norway’s economic growth is accelerating thanks to record investments in its offshore oil and gas fields. Low borrowing costs and falling unemployment have fueled consumption and household borrowing. Consumer confidence rose to a 12-month high this quarter, while home prices rose an annual 7 percent last month, and are up almost 30 percent since 2008. The bank today said it expected the mainland economy, excluding oil and gas output, to grow 3.75 percent this year and 3.25 percent next year, up from March forecasts of 3.25 percent and 3 percent, respectively. Consumer prices will rise 1 percent this year and 1.75 percent next year. European Central Bank President Mario Draghi, who has cut the bank’s benchmark to a record-low 1 percent, said June 6 that “a few” policy makers on his board called for a cut, fueling speculation the ECB may act as soon as next month. The crisis in the 17-member currency union will feed through to the Norwegian economy through weaker exports and financial market turbulences, Johnsen said this week, adding there is “large uncertainty.” Policy makers in Norway have emphasized their reluctance to widen the rate gap to Europe. A bigger difference would attract investors to the krone, which would raise the price of exports and keep inflation below the bank’s 2.5 percent target. Inflation has stayed below that target since July 2009. The krone has weakened 1 percent against the euro since March 13, the day before the bank’s last rate cut. It reached a nine-year high against the euro earlier that month. 

Norwegian oil industry strong now—excess money is invested to prevent overheating

Economy Watch, 10 (Economy Watch: Follow the Money, “Norway Oil and Gas Industry,” 30 June 2010, http://www.economywatch.com/world-industries/oil/norway-oil-gas.html, MH)
Norway Oil and Gas industry is performing consistently even when other Western European countries are experiencing constraints. Oil and gas industry of Norway ranks as world’s third largest with its oil production, including NGL and condensate, estimated at about 2.8 million barrels per day and net gas production exceeding 3 tcf a year. Value creation of petroleum resources and competitive production in oil and gas industry in Norway are results of concerted efforts possible due to close interaction between authorities, oil companies, research institutions and universities. Oil and gas industry at Norway is now operating for almost 40 years with a focus on production in seas. Petroleum industry of Norway has know-how and required expertise to make optimum utilization of petroleum resources in a safe way. Developing petroleum expertise has been integral to Norway’s petroleum policy. Experience, skill-sets and technological advances developed on Norwegian continental shelf are made use by global oil and gas industry. According to recent reports of central bank of Norway, this Scandinavian country will sell 150 million crowns ($22.16 million) per day in February to acquire foreign exchange for oil fund. This decision has been taken after abstaining from sales in last couple of months. Norway, being highly resourceful in terms of oil, has opted for a $2.9 billion stimulus package of tax cuts. Strategy of increased spending is adopted with an attempt to lessen impact of global downturn. Norwegian government declared results of Awards in Predefined Areas (APA) in 2008. Oslo will issue 11 licenses in Norwegian Sea, 21 licenses in Norwegian North Sea, and two in Barents Sea. 19 companies have met with approval for operating 34 licenses while 47 companies had earlier applied for production licenses in APA 2008. A latest update on Norway oil and gas industry reveals that more than $286 billion has been kept aside by Norway in a fund invested abroad to evade overheating of country's economy. Strict adherence to ethics by oil and gas industry in Norway is reflected from fact that it disqualified Textron Inc. and Canadian mining company Barrick Gold Corp. from its oil fund in relation to their violation of ethical guidelines. This will result in these companies being barred from investing funds worth $300 billion. 

Saudi Flood Links

Saudi Arabia will flood the market and destroy Norwegian oil

MORSE AND RICHARDS 2002 (Edward L. Morse is Executive Adviser at Hess Energy Trading Company and was Deputy Assistant Secretary of State for International Energy Policy in 1979-81. James Richard is a portfolio manager at Firebird Management, an investment fund active in eastern Europe, Russia, and Central Asia, Foreign Affairs, March/April)
A simple fact explains this conclusion: 63 percent of the world's proven oil reserves are in the Middle East, 25 percent (or 261 billion barrels) in Saudi Arabia alone. As the largest single resource holder, Saudi Arabia has a unique petroleum policy that is designed to maximize the benefit of holding so much of the world's oil supply. Saudi Arabia's goal is to assure that oil's role in the international economy is maintained as long as possible. Hence Saudi policy has always denounced efforts by industrialized countries to wean themselves from oil dependence, whether through tax policy or regulation. Saudi strategy focuses on three different political arenas. The first involves the ties between the Saudi kingdom and other OPEC countries. The second concerns Riyadh's relationship with the non-OPEC producers: Mexico, Norway, and now Russia. Finally, there is Saudi Arabia's link to the major oil-importing regions -- most importantly North America, but also Europe and Asia. Given the size of the Saudi oil sector, the kingdom has a unique and critical role in setting world oil prices. Since its overriding objectives are maximizing revenues generated from oil exports and extending the life of its petroleum reserves, Riyadh aims to keep prices high as long as possible. But the price cannot be so high that it stifles demand or encourages other competitive sources of supply. Nor can it be so low that the kingdom cannot achieve minimum revenue targets. The critical balancing act of Saudi foreign policy, therefore, is to maintain oil prices within a reasonable price band. Stopping oil prices from falling below the minimum level requires cooperation from other OPEC countries and occasionally from non-OPEC producers. Preventing oil prices from rising too high requires keeping enough spare production capacity to use in an emergency. This latter feature is the signal characteristic of Saudi policy. The kingdom can afford to maintain this spare capacity because of the abundance of its oil reserves and the comparatively low cost of developing and producing its reserve base. In today's soft market, in which Saudi Arabia produces around 7.4 mbd, the kingdom has close to 3 mbd of spare capacity. Its spare capacity is usually ample enough to entirely displace the production of another large oil-exporting country if supply is disrupted or a producer tries to reduce output to increase prices. Not only does this spare capacity help the kingdom keep prices in check, but it also serves to link Riyadh with the United States and other key oil-importing countries. It is a blunt instrument that makes policymakers elsewhere beholden to Riyadh for energy security. This spare capacity is greater than the total exports of all other oil-exporting countries -- except Russia. Saudi spare capacity is the energy equivalent of nuclear weapons, a powerful deterrent against those who try to challenge Saudi leadership and Saudi goals. It is also the centerpiece of the U.S.-Saudi relationship. The United States relies on that capacity as the cornerstone of its oil policy. That arrangement was fine as long as U.S. protection meant Riyadh would not "blackmail" Washington -- an assumption that is more difficult to accept after September 11. Saudi Arabia's OPEC partners must also cooperate with the kingdom in part to prevent Riyadh from producing a glut and having prices collapse; spare capacity also serves to pressure key non-OPEC producers to cooperate with Saudi Arabia when necessary. But unlike the nuclear deterrent, the Saudi weapon is actively used when required. The kingdom has periodically (and brutally) demonstrated that it can use its spare capacity to destroy exports from countries challenging its market share. This tactic is the weapon that Saudi Arabia could use if Moscow ignores Riyadh's requests for cooperation. Saudi Arabia has triggered its spare capacity twice in recent history, once when prices were especially low. Both cases demonstrated that the kingdom will accept those low prices so long as it suffers less than its targets do. In 1985, Saudi Arabia successfully waged a price war designed to force other oil producers to stop "free riding" on Saudi oil policy. That policy meant that those states had to cooperate with the kingdom by reining in production enough to allow Saudi Arabia to produce the minimum level that it targeted. Oil prices fell by more than half within a few months, and Saudi Arabia immediately regained the market share it had lost in the preceding four years, mainly to non-OPEC countries.
Norway will cut production in response to Saudi threats even if they cannot actually flood the market

CAMPBELL 2000 (C.J, Trustee of the Oil Depletion Analysis Centre, Oil Crisis, “Myth of Spare Capacity Setting the Stage for Another Oil Shock,” 3/20, http://www.oilcrisis.com/campbell/mythcap.htm, date accessed: 7/11/08)
A combination of circumstances led to a dramatic fall in the price of oil in 1998. They included unseasonably warm weather; an Asian recession that reduced the demand for swing Middle East production; the collapse of the ruble, encouraging exports; and further turns in the UN-Iraq imbroglio. The market itself, which now included hedge funds and derivative merchants, had no alternative but to over-react because of its transparent short-term nature. The major companies, plainly seeing that exploration could not underpin their future, took the opportunity of the price crisis to merge, successfully concealing their real predicament from the stockmarket. Budgets were slashed, and a climate of uncertainty led to an improvident draw on stocks. Everyone hung on the pronouncements of OPEC, imagining that it held the key.  Norway and Mexico offered to cut production to help support price. The OPEC countries themselves did everything possible to foster the notion that they could flood the world with cheap oil at the flick of a switch. It was a strategy aimed to inhibit investments in gas, non-conventional oil, renewable energy or energy saving that they feared might undermine the market for their oil, on which they utterly depend.  
High Oil Prices Key
High oil prices are key – they protect Norway from European economic decline.

WSJ 2011 – Market Watch (Polya Lesova, “Oil sustains Norway as EU wallows in debt: High oil prices, strong trade bring prosperity to Nordic nation” August 18, 2011, http://articles.marketwatch.com/2011-08-18/markets/30720332_1_norwegian-economy-high-oil-prices-oil-producer-and-exporter )//AL

OSLO (MarketWatch) — Blessed with large petroleum reserves, Norway is riding a wave of prosperity brought by high oil prices and robust public finances while the rest of Europe is mired in a debt crisis.

This Scandinavian nation of 4.9 million is the biggest oil producer and exporter in western Europe, with most of the oil production taking place offshore in the North Sea. Norway was also the world’s second largest exporter of natural gas after Russia last year, when crude oil, natural gas and pipeline transport services made up nearly 50% of its exports value.

“We’re a commodity-based economy,” said Snorre Evjen, senior economist at Fokus Bank, in a recent interview in his office overlooking the Parliament building in Oslo. “It all stems from the oil price and the strong terms of trade. Export prices have increased substantially, while import prices have remained fairly stable.”

To make sure future generations also benefit from the oil resources first discovered in 1969 and which will eventually run out, Norway saves petroleum revenues in a pension fund valued at roughly $550 billion. The so-called 4% fiscal rule limits the swings in the Norwegian economy; under the rule, the government aims to spend only 4% of the pension fund annually, though the exact percentage can vary.

“The country’s finances are solid,” Evjen said. “We don’t have net debt. That’s why Norwegians don’t worry too much.”

The budget surplus was more than 10% of gross domestic product last year, and unemployment is currently 3.3%. The mainland economy, which excludes oil and shipping, is expected to grow 3.3% this year and 4% next year after growth of 2.2% in 2010, the OECD estimates.

Norway’s population is also increasing rapidly, driven by labor immigration from Sweden, Poland and the Baltic nations, as newcomers are attracted by high wages and the low unemployment rate. Norway is part of the European Economic Area and participates in the European Union’s single market, but it’s not an EU member after two failed attempts by referendum to enter the union. As a result, the nation benefits from the free movement of goods and labor, but has its own monetary policy and currency.
Norwegian businesses and citizens benefit from high oil prices—data proves

HP, 6 (Hanseatic Parliament--association of business chambers around the Baltic Sea, Haus Rissen Hamburg, “Norway at a Glance,” February 2006, http://www.baltic-education.eu/pdf/Norway.pdf, MH)
The Norwegian economy has been experiencing an economic boom since mid 2003 – mainly triggered by high oil prices, which benefit both the public budget and thus public investment activity and private consumption due to higher salaries. Furthermore, the oil and gas industry invests a sizeable amount of money, plus the benefits for residential construction are above average. Flanking this are comparatively favourable key interest rates of currently 1.75 %. This explains an economic growth rate of 2.9% in 2004 and of an estimated 3.7 % for 2005. The comparatively high economic growth rate goes hand in hand with a very low unemployment rate that stands presently at 4.5 %, even resulting in a shortfall of workers in some sectors (e.g. of engineers). 

High oil prices increases Norway’s interest in renewable resources

Harbo, 8 (Florentina Harbo—Analyst for Norwegian Institute for Strategic Studies, Gouvernance européenne 

et géopolitique de l’énergie, “The European Gas and Oil Market:

The Role of Norway,” October 2008, http://www.ifri.org/files/Energie/Harbo.pdf, MH)

 The world faces geopolitical and geostrategic dilemmas. The supply of strategic resources like oil and gas is becoming tight: “Not only does oil look extremely tight in five years time, but this coincides with the prospect of even tighter natural gas markets at the turn of the decade” (IEA, July 9, 2007). One the one hand, the reserves of the advanced economies are rapidly shrinking and, thus, overexploited, while, on the other hand, those of the Middle East are both much larger and significantly underexploited (Nell, Semmler, 2007). In the Western world, Norway is maybe the only state that profits from high gas and oil prices. The Norwegian Finance Minister, Kristin Halvorsen, revised the annual budget and declared on May 15, 2008 that the net income from gas and oil in 2008 will constitute NOK 356 billion (instead of the NOK 300 billion estimated in autumn 2007). That means that almost a third of the state’s budget comes from oil and gas revenues. This revision is based on oil at USD 100 a barrel. Almost all the state’s oil revenue will be put aside. From the NOK 356 billion, only NOK 13 billion will be used in the state budget. The rest goes directly to the Oil Fund – The Government Pension Fund-Global. This Fund has evolved in recent years into one of the world's largest pension funds. The Fund has attracted interest also because of its stated policies of ethical investments and its efforts to be critical of companies that do not comply with the Norwegian government’s policy. The long-term project plans to use the Fund’s money to pay the pensions and other state expenses starting in 2020, when the number of pensioners in Norway will greatly increase. High oil and gas prices increase interest in searching for new resources. At the same time, the leading parties are facing challenges from the Ministry of Fisheries and Coastal Affairs, the Institute of Marine Research and other environmental organizations such as Bellona, which are concerned that the search for new oil and gas resources could harm the sea and marine life. The NOK 108 billion invested in oil in 2007 should increase to NOK 120 billion in 2008. This investment will provide for income, new production locations, shipbuilding and development of the equipment industry. High oil prices are also the best incentive to invest in renewable energy. But the automobile industry, for example, is not currently putting much effort into developing cars that run on new energy sources. 

Norway’s economy is reliant on oil—most sectors contribute to the oil industry

HP, 6 (Hanseatic Parliament--association of business chambers around the Baltic Sea, Haus Rissen Hamburg, “Norway at a Glance,” February 2006, http://www.baltic-education.eu/pdf/Norway.pdf, MH)

Norway’s economy is fundamentally different from other European economies. Within the space of one generation Norway has made an economic quantum leap due to the discovery of oil and gas reserves on its continental shelf. The services sector (without public services) accounts here in Norway for 40 % of GDP. By skipping a complete phase of industrialisation a service economy has developed, whose prosperity is to a large extent bound up with a unique mix of resources (oil, gas, fish, wood). Key factor is the oil and gas economy, but there are also the shipping and fishing industries and a heavily subsidised agrarian economy. Until much more recent history, general industry was oriented almost entirely towards the domestic market and was run predominantly by small enterprises. Today, many sectors (primarily shipyards) are, as supply industry for the oil production, reliant on the market situation of the oil sector. Others contend their positions as suppliers of industrial semi-manufactured products for European industries (e.g. aluminium parts for the automotive industry). 
Decline in oil prices hurts all aspects of the Norwegian economy

Gjedrem 01, Svein Gjedrem, Central Bank Governor of the Norges Bank in Norway, invited to speak at the foreign embassy of representatives, “The economic situation in Norway,” March 15th, 2001, From the Norges Bank, http://www.norges-bank.no/en/about/published/speeches/2001/2001-03-15/ MC

The pricing of options in the oil market indicates that market participants are uncertain with regard to future developments. This uncertainty must be viewed against the backdrop of low oil stocks, high capacity utilisation in a number of OPEC countries and unrest in the Middle East, which may have contributed to fears of high prices. OPEC has previously stated that the oil price should lie within a target range of USD 22-28 measured as an average of various grades of oil. For North Sea oil (Brent Blend), this corresponds to an interval of USD 23-29. The vertical lines in the chart indicate that at the end of February market participants priced in a 10 per cent probability that the oil price in December 2001 would be less than USD 18 per barrel, and a 10 per cent probability that it would be higher than USD 35.5 per barrel. Should a significant fall in the oil price occur, this would dampen activity in the Norwegian economy, in contrast to an expected boost in oil importing countries. Reduced income in the petroleum sector will reduce fixed investment, and consumer confidence may be negatively affected.

The Norwegian economy is dependent on oil and is vulnerable to market fluctuations 

Nilsen 06, Thomas Nilsen, from the Rogaland Training and Education Centre, “Report for Norway,” February 2006, from The Rogaland Training and Education Centre, http://www.euracademy.org/euro-validation/doc/rep2_Norway.pdf MC

Before the 20th century, most Norwegians made a living by farming, forestry, or fishing. Norway rapidly industrialized during the 20th century. Until the 1970s, this industrial expansion was based mainly on the exploitation of Norway’s vast waterpower resources and the materials provided by Norway’s farms, forests, and seas. During the 1970s, offshore drilling for petroleum and natural gas in Norway’s sector of the North Sea expanded rapidly, providing valuable new resources for industrial growth. Norway’s economy has since grown dependent on oil and natural gas production and is subject to fluctuations in international oil prices. Norway’s standard of living has increased steadily since World War II. Taxes have also increased. Norwegians pay about half of their income directly or indirectly to the government, making Norwegians among the highest taxed of all Europeans. At the same time, Norway’s growing prosperity, driven in part by the exploitation of North Sea oil and gas reserves, has allowed the country to enlarge its already extensive social welfare system. Today, Norwegians enjoy one of the highest per capita standards of living in the world; estimated gross domestic product (GDP) per capita in 2003 was $48,410. In 2003 Norway’s GDP was $220.9 billion.
U.S. Key

US signals key to Norway’s market—it’s extremely brittle
OFFSHORE247 9-30-2008 (http://www.offshore247.com/news/art.aspx?Id=11568)
Dealers worry that the wipe-out of the bailout plan has fuelled mounting concern of a faster global economic slowdown, sparked by rapidly diminishing demand from the world's biggest energy consumer.

"We have fallen so much overnight that all the technical charts yesterday can be thrown out of the window. There's no telling how low the oil price could go today," said one Norwegian oil trader told Offshore247.

"The chances are getting more likely that we could revist the recent lows in crude," she added.

"Those recent lows in early September saw oil go down to around $88 a barrel."

Massive fall

Traders believe that the massive fall of nearly 10 percent in the oil price late Monday following the demise of the US financial rescue package could see all but the most necessary commercial oil trades evaporate.

"There's always going to some oil companies looking to hedge their oil," said the Norwegian oil trader.

"But such a catastrophic fall in the oil price following the collapse of the buyout plan is making investors extremely nervous. This may scare off non-commercial investors," the trader added.

Wire services also reported that oil analysts elsewhere shared this concern that market sentiment in oil markets had now become excessively brittle.

"I think it sort of blends in with the notion that we are heading for some tough times globally," said Jan Lambregts, regional head of research with Rabobank Global Financial Markets, told AFP.

"That is one of the reasons why oil prices came off so much overnight... We will see more selling pressure on commodities," he said from Hong Kong.

Analysts said the collapse of the US banking rescue package could see demand destruction for oil as a commodity.

"The US is looking at a severe recession if Congress fails to pass some sort of package," said Augustine Faucher at Economy.com to AFP.

Crude prices have so far fallen from record high levels over $147 in July - on concerns demand is falling in a US-led international recession.

Econ Impact: Peacekeeping

Strong Norwegian economy makes all efforts to solve conflict more successful—this is key to peacekeeping and crisis control in the Middle East and worldwide which keeps their impact from escalating

Whitfield 08, Teresa Whitfield, Director of the  Conflict Prevention and Peace Forum, Social Science Research Council, “Armed conflict and the Role of Norway,” December 5th, 2008, From the Regjeringen Foundation, http://www.regjeringen.no/nb/dep/ud/kampanjer/refleks/innspill/engasjement/whitfield.html?id=493364 MC
From the mid-1990s on there has been a sharp decline in the numbers of wars, genocides, and international crises after a steady rise for more than four decades and a notable growth in the number of conflicts that ended, and ended in negotiated peace agreements rather than in victory, as has been amply documented by the Human Security Report and others.[1] Much of this decline can be attributed to the explosion of international attention – through the United Nations, by regional organizations, individual states such as Norway, states acting together in “Friends” or “contact groups”, and non-governmental actors – to peacemaking and conflict management. But there is no room for complacency. Experience has shown that those who underestimate how difficult it is to stop wars on a self-sustaining basis do so at their peril. Sub-Saharan Africa was the only region in the world to see a decline in armed conflict between 2002 and 2005; as of mid-2007 there remain some 56 active conflicts (defined by 25 or more battle-related deaths in a given year), while the list of conflicts or situations in which conflict or crisis might threaten maintained by the International Crisis Group in its “Crisis Watch” numbers over seventy. The most likely prognosis for the future is that violent conflict, crisis and instability will be constant - if constantly unpredictable - and driven by some combination of the following factors:  * the persistence of intractable conflicts within states, as well as entrenched regional conflict systems;  * the recurrence of some conflicts as a consequence of the failure or reversal of a significant number of peace agreements;  * new or transformed conflicts, mostly within states and involving one or more groups of non-state armed actors, arising from a combination of elements including:* large numbers of  “weak” states with a limited capacity to fulfill the basic institutional and other functions (security, justice, public administration) required by the citizenry;* the uneven pace of economic and social development, whose inequities may be accentuated by contravening forces of globalization; * crises in relations between militant Islamists, more moderate elements of the Arab world, and western societies; * growing transnational networks exploited by criminal and terrorist organizations; * environmental degradation and consequent competition over natural resources. Areas of particular instability, violence and intractability - all involving some combination of the above - are likely to include the Middle East and Iraq, Afghanistan and Pakistan, Sudan and the Horn of Africa, in addition to eastern DRC and Central Africa, and South and South east Asia.  This list is daunting, and accentuates the urgency for those in a position to do so, such as Norway, to prepare themselves to meet the challenges that lie ahead. Peacemaking and international actors Peacemaking since the end of the Cold War has been in constant evolution. The achievements of international third-party mediators and facilitators have been significant, but who these third parties are, and how they engage, both with conflict parties and with each other, has changed dramatically. The primacy of great power, or United Nations-led, peacemaking, pulling on the strings left behind by Cold War support of proxy actors, has given way to a much more confused environment in which issues of leverage are less clear cut and the characteristics and motivations of conflict actors more diffuse.  Meanwhile third parties are rarely disinterested actors, and their own ambitions, capacities, and institutional cultures frequently collide.  Indeed the challenges of coordination amongst many would-be peacemakers and/or builders can often appear to rival the complexity of the conflicts themselves. Some of challenges facing international peacemakers include: * The evolution of the United Nations: the UN has been the preeminent actor in conflict management in the post-Cold War period, and is in the midst of a period of significant institutional reform, but the jury is still out on whether it will enter the second decade of the 21st century as a stronger or weaker actor with respect to international peacemaking.  A number of different factors are involved: * the organization suffers from its identification with a western, and specifically U.S. agenda; * consensus among the five permanent members of the Security Council may prove harder to reach in the context of continuing hegemonic tendencies by the United States, the rising influence of China as a global actor, and the likely assertion by Russia of its role in conflicts in the Middle East, Central Asia and the Caucasus; * the ability of the current Secretary-General to rise to the enormous challenges of his office is not yet assured; * the value of institutional innovations, such as the Peacebuilding Commission and the Mediation Support Unit as well as the current reform of the peacekeeping machinery, will take longer to prove itself than some of their backers had hoped;* there is a dearth of experienced UN mediators. * The capacity and coherence of regional and sub-regional organizations: although regional organizations may in many instances – and particularly in Africa - be the peacemakers of choice, they can be hindered by substantive differences over conflicts within their own neighborhoods (viz the limitations of IGAD in the Horn of Africa) and suffer from poorly resourced peacemaking capacities. * Problems of competition and coordination: competition among rival, if well-intentioned, peacemakers is a relatively recent but complicated phenomenon. Under some circumstances a mechanism such as a group of Friends has helped ensure that would-be peacemakers work together, ideally in support of a recognized lead.  Benefits include leverage, information, and practical support for the mediator; influence and an identified (and therefore legitimate) role for the states in the groups; technical and other assistance to parties to the conflict; and attention, resources, and strategic coordination to the peace process as a whole.  Different arrangements have sought to coordinate post-conflict peacebuilding and reconstruction, with a mixed record of success. * Identifying their role: primary responsibility for resolving conflicts lies with the belligerent parties and those affected by the conflict.  External actors, it follows, play an essentially auxiliary role in peacemaking.  They need to be careful not to exert such pressure (as on Darfur in 2006) as to encourage compromises unsustainable in the medium or long term. * Engaging with non-state armed actors: engaging with non-state armed actors has become more complex since the attacks of September 2001 and launch by the United States of its “war on terrorism”, but it remains an obvious pre-requisite for effective peacemaking. * Issues of peace and justice: external actors join national actors and conflict parties in struggling to work with changing normative concerns, in particular tensions between peace and justice, and the growing role of the International Criminal Court.  These issues can be more, not less, complex for actors such as Norway strongly identified by their commitment to human rights and humanitarian principles. * Complexity: external actors still struggle to understand the complexity of each individual peace process; sufficient humility to accept that this is the case is often lacking. Norway’s Comparative Advantages and Limitations Norway is in many respects uniquely well-placed to address these and other challenges.  Its emergence as a peacemaker and security exporting state has been a significant element within the landscape of conflict management in recent years and has contributed to decisions by other states to redirect their foreign policy priorities in a similar direction. Norway’s comparative advantages are many. Resources: Norway is not just a rich and generous donor, but, importantly, not afraid to invest significantly and over the long term in efforts to promote peace and reconciliation, whether on its own behalf, through multilateral institutions such as the United Nations, or in support of regional and non-governmental organizations. Perceived lack of interest: Norway’s wealth, distance from conflict arenas and lack of a colonial past insulate it from suspicion that it is acting on the basis of strategic or economic interests.  (That it nevertheless has an interest in successful participation in conflict management is a separate matter).Track record: Norway’s track record as lead peacemaker (in the Middle East, the Philippines and Sri Lanka), or supporting member of a Friends or other such mechanism (in Colombia, Guatemala and Sudan or the new International Contact Group it helped to form on Somalia) have won it a reputation as a “helpful fixer” and “honest broker”, even when the outcome of the processes with which it has been involved have not been successful. Consensus builder: Norway’s strategic position and good standing with the United States – in some respects a consequence of its active membership of NATO and the transatlantic policy its pursued during the Cold War – places it in a good position to help build consensus on issues that have the potential to divide key members of the international community, as its role on Somalia, for example, demonstrates. Lack of EU membership: Not being member of the European Union brings with its significant advantages, most obviously the discretion to engage with armed actors who may be proscribed by the EU as terrorists.  Not to be overlooked, however, are the time and resources liberated by not having to fulfill the responsibilities of EU membership. Flexibility: Norway has displayed admirable flexibility in its ability to draw on the expertise of actors outside the foreign ministry (Fafo in the Middle East, the Lutheran World Federation in Guatemala, Norwegian Church Aid in Sudan, well-connected individuals in Sri Lanka) to develop official engagement; in its readiness to partner with non-governmental peacemakers such as the Centre for Humanitarian Dialogue; and its ability to respond quickly and effectively to well-founded requests for support from the United Nations (for example in the help it provided in launching of the UN Mission in Nepal) and other actors. Targeting of diplomatic resources: Norway has also garnered benefits from its decision to assign good people to hard places, and open up embassies (in Guatemala, Colombia and the Middle East for example) in function of its involvement in a peace effort. Commitment to gender equality: Norway’s role in promoting the participation and representation of women in peace processes, including through the adoption of an Action Plan for the implementation of SCR 1325, has been commendable - although there is a long way to go. Patience: Norway’s ability to commit to the long haul in circumstances that do not appear auspicious has had demonstrable benefits. This is true even in circumstances other than a recognizable peace process. A quiet but consistent involvement in Haiti, for example – even as other donors pulled out – is a notable example of this approach and one which has placed Norway in a prime position to make a useful contribution as the country’s dynamics appear to be moving in a more positive direction But Norway is not without its limitations and challenges. Norway is a small country and consequently has a relatively small pool of individual peacemakers and diplomats to draw upon.  It cannot expect to intervene in all conflict situations, or support those that it does choose to engage with to an equal degree. When the going gets tough – as Sri Lanka has demonstrated - many of the positive aspects of Norway’s identity render it vulnerable to criticism that it is a remote, Northern, do-gooder, with little understanding of the dynamics of the conflicts of others. In some contexts (for example at the UN) Norway can be vulnerable to jealousies that its ample resources buy it a disproportionate influence in some of the bodies, organizations or processes that it contributes to. Priorities in moving forward Clearly there is much about Norway’s engagement in activities that support peace and reconciliation in recent years that is to be commended.  But as it moves ahead with the current review of globalization and national interests, a few core priorities can be suggested. Norway will face tough strategic decisions with respect to the prioritization of its resources and efforts.  Important contributions would be to champion attention to conflicts whose resolution may help “unlock” wider regional conflict formations (Ethiopia and Eritrea for example) and prioritize early engagement with countries in processes of transition (such as Cuba) that others may have greater difficulties engaging with.  This will involve a hard assessment at some of its areas of long-standing engagement, where adverse developments on the ground may have damaged the comparative advantages with which Norway entered the conflict arena. Norway’s successful experiences of working with others place it in a good position to help international actors face tough questions about their own involvements. Whether and how the international community is able organize itself in support of a given peace process has never been more critical.  In considering future relationships, a particular priority should be to identify and develop partnerships in the global South and from the Islamic world. Norway’s extraordinary contribution to the United Nations should be continued.  Assisting the Mediation Support Unit – and encouraging others to do so as well – not least in the MSU’s effort to engage with and support peacemakers outside the UN system is an obvious priority. Norway’s experience, including the role it plays in hosting the Oslo Forum and Mediators’ Retreats, well equip it to continue to help professionalize the practice of peacemaking. Thought should be given to how to provide capacity to a new generation of peacemakers, with priority attention to women and peacemakers from the South (fellowships, secondment to mediation teams etc).

Influence I/L

Oil is key to independent Norwegian diplomacy—solves peacekeeping worldwide
INGEBRITSEN 2006 (Christine, Assoc Prof Dept of Scandanavian Studies, University of Washington, Scandanavia in World Politics, p 16)
Chapter four discusses Norway’s niche in world politics.  The Norwegians have abundant oil and natural gas resources, which (along with membership in the North Atlantic Treaty Organization, NATO) has corresponded to resistance to European Union membership.  As a consequence of Norway’s decision to reject EU membership, the government has retained greater flexibility to pursue an independent foreign policy.  Thus, Norway is in a position to object to proposals raised by the EU, in contrast to its neighbors.  When Norwegians met in Seattle, Washington, to engage in the World Trade Organization (WTO) negotiations, the delegation opposed the liberalization of agricultural subsidies endorsed by the EU.  And in Middle East peace negotiations, Norwegians have greater autonomy to pursue their own course—outside the parameters of EU foreign-policy making.  This has led to some important innovations in peace making.  Norway was the first to establish the precedent of relying on NGOs to lay the groundwork for contacts between opposing parties.  The conclusion of the Oslo Accord has become a model for global conflict resolution.
A2: Dutch Disease
Norway doesn’t invest all oil profits—puts them in a highly invested in fund

Harbo, 8 (Florentina Harbo—Analyst for Norwegian Institute for Strategic Studies, Gouvernance européenne 

et géopolitique de l’énergie, “The European Gas and Oil Market:

The Role of Norway,” October 2008, http://www.ifri.org/files/Energie/Harbo.pdf, MH)

 The world faces geopolitical and geostrategic dilemmas. The supply of strategic resources like oil and gas is becoming tight: “Not only does oil look extremely tight in five years time, but this coincides with the prospect of even tighter natural gas markets at the turn of the decade” (IEA, July 9, 2007). One the one hand, the reserves of the advanced economies are rapidly shrinking and, thus, overexploited, while, on the other hand, those of the Middle East are both much larger and significantly underexploited (Nell, Semmler, 2007). In the Western world, Norway is maybe the only state that profits from high gas and oil prices. The Norwegian Finance Minister, Kristin Halvorsen, revised the annual budget and declared on May 15, 2008 that the net income from gas and oil in 2008 will constitute NOK 356 billion (instead of the NOK 300 billion estimated in autumn 2007). That means that almost a third of the state’s budget comes from oil and gas revenues. This revision is based on oil at USD 100 a barrel. Almost all the state’s oil revenue will be put aside. From the NOK 356 billion, only NOK 13 billion will be used in the state budget. The rest goes directly to the Oil Fund – The Government Pension Fund-Global. This Fund has evolved in recent years into one of the world's largest pension funds. The Fund has attracted interest also because of its stated policies of ethical investments and its efforts to be critical of companies that do not comply with the Norwegian government’s policy. The long-term project plans to use the Fund’s money to pay the pensions and other state expenses starting in 2020, when the number of pensioners in Norway will greatly increase. High oil and gas prices increase interest in searching for new resources. At the same time, the leading parties are facing challenges from the Ministry of Fisheries and Coastal Affairs, the Institute of Marine Research and other environmental organizations such as Bellona, which are concerned that the search for new oil and gas resources could harm the sea and marine life. The NOK 108 billion invested in oil in 2007 should increase to NOK 120 billion in 2008. This investment will provide for income, new production locations, shipbuilding and development of the equipment industry. High oil prices are also the best incentive to invest in renewable energy. But the automobile industry, for example, is not currently putting much effort into developing cars that run on new energy sources. 

Norway’s economy is diversified—distributed GDP and multiple productive economic sectors

Shediac et al, 8 (Richard Shediac—senior partner with Booz & Company [global consulting firm] and the leader of the firm's Public Sector practice in the Middle East, Booz&Co, “Economic Diversification The Road to Sustainable Development,” http://www.booz.com/media/uploads/Economic-Diversification.pdf, MH)

However, our findings indicate that being hydrocarbon-rich does not predestine economic concentration. Norway, for example, produces approximately 3 million barrels of oil per day—an amount consistently exceeded only by KSA—yet it has been able to adequately distribute its GDP across a variety of productive economic sectors, and its revenues from oil and gas make up only approximately a quarter of its domestic output. Canada has done much the same; despite its healthy trade in oil and gas, it receives only 4 percent of its GDP from that industry. Exhibit 3 shows the break-down of GDP by economic sector for the GCC, transformation, and G7 economies, as well as for Canada and Norway specifically, in 2005. The difference in diversity across categories is wide. Comparing the diversification of the GCC countries with the diversification of Canada and Norway, specifically, shows the difference that adopting sustained, robust policies focused on diversification can make in an economy. Norway, for instance, has created a social pension or sovereign wealth fund from oil profits that is invested abroad, both insulating the country from the shock of oil-price changes and removing excess liquidity from the economy. It has also invested labor and capital and explored knowledge and technology in industries—such as manufacturing—that were doing well but had some dependence on oil, so that they could diversify. The success of Norway and Canada also highlights the fact that nations rich in any single commodity must be particularly attentive to the issue of diversification to avoid a natural tendency toward economic concentration. Labor Distribution Should Support Growth. In addition to examining the distribution of GDP in the sampled GCC, G7, and transformation economies, we also examined the distribution of labor categories. In G7 and transformation economies, employment tends to be balanced across a variety of profitable sectors, skewing slightly toward service sectors such as trade, tourism, financial and business services, and real estate. Overall, employment distribution across sectors generally reflects and shapes GDP distribution across sectors. 

Fiscal rules are in place to prevent Norwegian dutch disease—past breaches don’t matter

Stevens, 8 (Paul Stevens—Chatham house research analyst, Chatham House: Depletion, Dependence & Development Project, “Resource Depletion, Dependence, and Development: Norway,” http://www.chathamhouse.org/research/eedp/current-projects/resource-depletion-dependence-and-development, MH)

In 2001 at the time of the second revenue peak, the government introduced a “fiscal rule” to govern the spending of the hydrocarbon revenues. This set a target for the non-oil budget deficit to 4 percent of the GPF assets which was expected to reflect the long run real rate of return on the GPF investments. The rule was introduced explicitly to avoid an attack of Dutch Disease and also to insulate the general budget from oil price fluctuations. The increasing oil price implied a rapid increase in the non-oil fiscal deficit over the coming 10 years. However, as this stood, it represented an expansionary fiscal policy since the GPF assets were increasing much faster that the GDP In reality the “fiscal rule” has been breached every year since its introduction. This was justified on the grounds of weak economic conditions in Norway and the trend of asset prices. It also coincided with the victory of a centre-left coalition dominated by the Labour Party committed to more generous public spending. However, the breaches have become increasingly smaller and the 2007 budget was in fact very close to the “rule” when a record budget surplus was posted (revenue at $232.3 billion and expenditure at $158.4 billion. 

A2: PIGS Alt Cause

Norway’s SWF wont be affected by Greece, Ireland, or Portugal.

Financial Times 2011 (Andrew Ward, “Norway’s Sovereign wealth fund Optimistic on Europe” June 13, 2011, http://www.ft.com/intl/cms/s/0/5f1e4ace-958d-11e0-8f82-00144feab49a.html#axzz1yeFSHAJH )//AL
The fund has sharply cut its exposure to the debt of crisis-hit Greece, Ireland and Portugal over the past two years but Mr Slyngstad said it had been buying bonds from other European countries, including Spain, resulting in an increased overall holding of European debt.

The fund lost nearly a quarter of its value in the market turmoil of 2008, sparking debate in Norway over its investment strategy. All the losses have since been recovered but the fund last year began a push to diversify beyond debt and equity with a £450m real estate investment in London’s Regents Street.

Mr Slyngstad said that, while there would be more real estate deals in future, the fund was taking a cautious approach. “We are not overly enthusiastic about the real estate market for the moment so we are… doing this at quite a slow pace.”

He said the fund would consider further diversification into the infrastructure sector but insisted there were no current plans and highlighted the operational and political risks of such investments.

Norway set up the fund in 1990 to preserve the country’s oil wealth for future generations and guard against inflation by limiting the amount of oil revenues released into the domestic economy.

With assets of NKr3,102bn at the end of the first quarter, the fund is worth about $116,000 for every member of Norway’s 4.9m-strong population.

Just over 60 per cent of the portfolio is in equities and just under 40 per cent in fixed income securities. The fund, overseen by the Norwegian finance ministry, won permission last year to invest up to 5 per cent of its assets in real estate.

A2: Diversifying

Norway’s economy is heavily dependent on oil – they aren’t diversifying and their law means all oil revenue must go to their sovereign wealth fund.

Globe and Mail 2010 – The Globe and Mail, winner of five National Newspaper Awards (Naomi Powell, “Oil Rich Norway Not Preparing for the ‘Rude Awakening’” Dec. 16 2010, http://www.theglobeandmail.com/report-on-business/economy/economy-lab/oil-rich-norway-not-preparing-for-the-rude-awakening/article4083215/ )// AL

Besides, scrapping the free-trade pact is more of a political punishment than an economic one, analysts say. Norway, one of the world’s largest oil exporters, is already a primary economic beneficiary of the emergence of China. And no trade policy can change that.
Simply put, oil drives Norway’s economy and China drives the price of oil. Between 2003 and 2010, Chinese oil consumption grew to 9.5 million barrels a day from 5.5 million barrels a day.

 “China could buy oil from Australia, wherever, we’d still benefit,” said Knut Anton Mork, Handelsbanken’s chief economist on Norway.
So forget trade pacts. The real concern, Mr. Mork says, is what will happen when Norway’s massive oil supply runs out. And it will run out, he adds, declining over the next 25 to 30 years until it becomes “trivial.”
Norway’s dependence on oil revenues is staggering. Direct production of oil and gas accounts for about 20 to 25 per cent of the country’s gross domestic product. The figure is even higher, close to 35 per cent, when you include secondary industries dependent on the flow of crude, Mr. Mork says.
With oil, the Norwegian government’s revenue per capita in 2008 was nearly 321,000 Kroner ($54,000 U.S.)
Without oil? About 232,000 kronor, or $39,000.
It’s not that Norway hasn’t been prudent – by law, oil revenues flow straight into its sovereign wealth fund, now one of the largest in the world, with a value of $512-billion.
But the government’s long term fiscal plan, while accounting for the decline in oil revenue, doesn’t account for the hefty contribution of secondary industries tied to oil. Those figures are buried in the “non-oil” figure, Mr. Mork says. And with one out of every four working-age Norwegians living off some kind of support from the country’s generous social welfare system – be it disability pensions, sick pay or rehabilitation – it’s a calculation the government can’t afford to get wrong.
“This, I think, is going to be a rude awakening and it may come in as soon as 10 to 15 years,” Mr. Mork said.
“Norway has the time to make changes, but it should not wait too long.”
A2: General Oil Turns

General oil turns do not apply—Norway manages oil money effectively and avoids inflation
NEW YORK TIMES 2005 (Aging Baby Boomers Loom Over a Fund Financed by Petroleum, Jan 1, Lexis)
Rather, Norway seeks to offer a model of cautious investing and fiscal restraint, a lesson learned painfully in the 1980's, before the fund was set up, when a sudden drop in the price of oil plunged the nation into a protracted economic crisis. Its oil fund managers say its operations are more open to the public than those of some other oil funds across the globe, from Kuwait to Alaska.

To reduce risk, the fund is split 40-60 into investments in equities and fixed-income instruments. It is spread geographically, with a slight weighting toward western Europe; it holds stocks in some 2,000 companies in 30 countries, including the United States, according to its director, Knut Kjaer. To hold down inflationary pressures at home, the fund invests exclusively outside Norway.

Aff: Econ Turn

Norwegian oil profits cause a worldwide financial bubble—destroys the US and European economies

Hudson 2011 - President of The Institute for the Study of Long-Term Economic Trends (ISLET); Wall Street Financial Analyst, Distinguished Research Professor of Economics at the University of Missouri, Kansas City; economic advisor to governments worldwide including Iceland, Latvia and China (Michael, “Norway’s Sovereign Wealth Risk Vortex” March 18, 2011, http://michael-hudson.com/2011/03/norways-sovereign-wealth-risk-vortex/)
What seems ironic is that while Norway is sending its savings mainly to European and U.S. financial markets, money managers in these countries are sending their funds to the BRIC economies (Brazil, Russia, India and China). These are the nations whose governments are investing their trade surpluses most actively to raise their educational levels, productivity and living standards, and to upgrade their infrastructure, especially their transportation. This in turn has raised the land’s site value, spurring construction and widespread prosperity – while the U.S. and European economies are entering what looks like an extended period of austerity.
While investing at home to improve their quality of life, China, Singapore and other nations manage their Sovereign Wealth Funds with an eye to shaping their economies for the next twenty, thirty or even fifty years. They are buying control of the key foreign technologies and raw materials deemed most critical to their long-term growth. This broad scope invests export earnings directly to make their economies more competitive while raising living standards.
This frame of reference goes beyond the purely financial scope of deciding simply what foreign stocks and bonds to buy, or what real estate to take a risk on. It shows that finance is too important to be left to financial managers. Their point of reference is not how to develop an economy over time. It is how to make money financially – and the financial frame of reference is short-run. The basic question is which securities will yield the highest rate of return or rise most quickly in price. This is a short-term decision, given the increasingly frenetic ebb and flow of today’s financial markets.

The financial vantage point also is indirect: Stocks, bonds and bank loans are claims on the economy’s assets and income, not tangible wealth itself. That is what makes financial markets so risky – especially today, when almost free U.S. credit enables banks and hedge funds to use debt leveraging to bid up prices for stocks, bonds and foreign currencies. Norway’s Oil Fund has tried to minimize risk by “spreading it around,” buying small proportions of companies rather than direct control. But when stock or bond markets become debt burdened and shaky, spreading the risk does not diminish it.
The result is like trying to buy milk from a broad scattering of farms around Chernobyl so as to avoid radiation poisoning. This may distribute the risk more broadly, but has little effect on minimizing it. What many Norwegian financial managers view as spreading the risk over a wide spectrum of foreign stocks and bonds therefore merely distributes it more evenly across the board – in what today is an increasingly risky global environment.
The major financial risk today is that real estate, governments and companies went so deeply into debt during the Bubble Economy years that they now are suffering negative equity. Central banks have sought to re-inflate asset prices by lowering interest rates. Flooding the financial markets with credit has lowered returns so much that money management fees absorb a large share of Norway’s modest Oil Fund returns. And it is only natural for financial and real estate brokers to applaud the idea that it would be inflationary for Norway to do what the most successful growth economies are doing – using its export earnings to benefit its own economy in decades to come by buying direct control of global resources.
Norway has produced and exported millions of tons of oil and employed a substantial portion of its labor force to build up its Oil Fund. This oil often is treated as a “gift of nature,” but entire towns have been involved in the construction of oil platforms and related capital infrastructure that has made Norway a world leader in deep-sea drilling. So the Oil Fund is a product of labor and industry as well as nature. Understandably, many Norwegians are asking what their economy should get out of all this resource depletion, labor and capital investment to extract and ship North Sea oil. As matters stand, foreign countries not only have got Norway’s oil, their financial markets also have received its $500+ billion in savings as a capital inflow.
These savings have helped pump up U.S. and European stock and bond prices, and are now being used to help revive their real estate markets as well. In fact, it is largely the Sovereign Wealth Funds of Norway and other oil exporters – along with pension funds throughout the world – that have bid up stock and bond prices over the past few decades.
Little of this financial churning adds to the real capital stock of economies. The financial sector has become decoupled from tangible capital formation. Most of the net stock purchases are from financial managers exercising their stock options and venture capitalists “cashing out.” When these institutional buyers begin to sell, the outflow of funds may lower prices – and markets always plunge downward much more rapidly than they rise.
Aff: Peak Oil
Norwegian production decline is inevitable
BBC NEWS 2004 (Norway prepares for dry North Sea, April 14, http://news.bbc.co.uk/2/hi/business/3622129.stm)
Norway's once vast oil reserves in the North Sea are dwindling, and the government is facing tough choices when planning for the country's economic future.

Since oil was discovered on the Norwegian continental shelf in 1971, this small nation has been propelled into the world's third largest oil and gas exporter, and petroleum activities contribute 20% of the gross domestic product (GDP).

But now forecasts suggest the country's economic mainstay has started its inevitable decline.

The oil and energy minister, Einar Stensnaes, told BBC News Online it was time to start looking at the alternatives.
"Not only is it essential to look for other energy sources. It is also important to look for other industrial activities to develop alongside the petroleum activity," he said.

Estimates say one third of the total petroleum resources on the Norwegian continental shelf are still unexploited.

The government works on the assumption there are another 50 years left of oil there.

It is not sure, however, that all the resources are exploitable.
**Nigeria**

2NC Africa Impact

Dramatic falls in oil prices breed Nigeria instability – Empirically proven

Tivnan 09 – Political Science Degree from Saint Anselm College (Daniel, “A Case Study of Kuwait, Nigeria, and Venezuela and the Relationship between Oil and Political Stability”, Research Center Working Paper Series No. 18, p. 18, http://www.anselm.edu/Documents/NHIOP/Working%20Papers/WorkingPaper18Tivnan.pdf, KTOP)

In the case study of Nigeria this study examines the changes in oil prices from 1976 to the present-day. The starting date of 1976 was chosen for Nigeria because it is the first time in Nigeria’s history that a democratic election was held only having been granted independence in the early 1960s.31 Prior to this date it would be difficult to measure political stability without Nigeria having a constitutionally established form of government. In Table 1.2 below it shows the fluctuations in oil prices from 1976 to the present-day with dots falling on the oil price line to designate when the various events affecting political stability occurred. A list of events contributing to or detracting from political stability which correspond with the numbered dots on Table 1.2 can be found at Appendix B.32 In examining Table 1.2 it shows that 13 out of 16 or 81% of the events affecting political stability took place on a rise or a dip in oil prices.33 An example of a specific event falling on a dip in oil prices was in the period of time from 1980 to 1986 when the price of oil went from $95 dollars a barrel to $30 a barrel. This dip in prices resulted in events that contributed to political instability which were the expulsion of foreigners in 1983 and two military coups in 1983 and 1985.34 Starting in 2002 with the beginning of a rise in oil prices which ended in 2008 with record high oil prices was a period of time with successful political elections and transitions but it also included an increase in rebel violence over oil revenues and religious and ethnic clashes.35 At this point in time it proves that an increase in oil does not necessary lead to political instability if one follows Friedman’s theory.

Nigeria is key to peace keeping missions and African stability

Pham 11 – the director of the Michael S. Ansari Africa Center and was previously senior vice president of the National Committee on American Foreign Policy (J. Peter, “Why Nigeria Matters”, http://www.acus.org/new_atlanticist/why-nigeria-matters-0, April 4th, 2011, KTOP)
Nigeria’s significance to American interests goes beyond its acknowledged importance as an energy supplier. Nigeria’s population of just shy of 150 million people makes it the eighth most populous country in the world and by far the most populous in Africa. Historically, the country has played a major role in resolving the conflicts besetting the continent and has long been the largest African contributor to United Nations peacekeeping operations. Currently, 5,676 Nigerian military and police personnel are deployed in six United Nations operations in Africa—the UN Mission for the Referendum in Western Sahara (MINURSO), the UN Organization Stabilization Mission in the Democratic Republic of the Congo (MONUSCO), the African Union/UN Hybrid Operation in Darfur (UNAMID), the UN Mission in Liberia (UNMIL), the UN Mission in Sudan (UNMIS), and the UN Operation in Côte d’Ivoire (UNOCI)—in addition to those working with blue-helmeted forces in places as far away as Haiti and Timor L’Este. Given that America’s willingness to undertake such assignments is rather limited even if U.S. forces were not stretched to the limits—currently a grand total of ninety-three U.S. personnel are deployed on UN missions, of whom twenty-nine are in Africa—the value of such a reliable regional partner should not be underestimated. As President Obama emphasized in his meeting last year with Nigeria’s President Goodluck Jonathan, “a strong, democratic, prosperous Nigeria is in the U.S. national interest.” Thus there should be considerable concern that a country of such geopolitical importance should now be standing at a major crossroad, all the more so when it does so against a rather unpromising track record. The elections which have taken place since the military relinquished power have all been flawed. The campaigns in 1999 and 2003 were marred by violence, fraud, and other irregularities; while fortunately less violent than the two earlier votes, the poll in 2007 have been described by then-U.S. ambassador to Nigeria John Campbell as an “election-like event” whose results “destroyed any pretense that the elections were credible.” Moreover, Nigeria’s incumbent head of state, Goodluck Jonathan, was not elected to the presidency, but rather succeeded to it when his sickly predecessor, Umaru Musa Yar’Adua, died. His candidacy is itself controversial insofar as it repudiates the consensus about power-sharing that has hitherto helped keep the fragile peace among the country’s elites and prevented presidential elections from exacerbating the already nasty divisions between regions and religions by alternating the presidency between Christians from the south and Muslims from the north (Yar’Adua’s election in 2007 was supposed to usher in two terms of rule by a Muslim northerner following the preceding two terms served by Olusegun Obasanjo, a Christian from the south; the former’s death gave the presidency to Jonathan, another southern Christian). It is to be hoped that the delay in the current round of polls represents a genuine effort to carry out an electoral exercise that is free, fair, and credible, indeed an authentic expression of the will of the Nigerian people. A stable Nigeria, led by government that its people view as legitimate, can be a major anchor for Africa and certainly an important partner for the United States, not just on security and energy issues, but also on a whole host of political and economic interests. On the other hand, given the numerous political, ethnic, and religious fissures that might just as easily break open if people feel cheated once more, a Nigeria that fails—or is pushed closer to the brink by manipulated polls—could very well wreak havoc across the West African region, if not the entire African continent.

African Instability causes nuclear war

Deutsch 02 – MA and PhD in Economics from George Mason University and founder of the Rabid Tiger Newsletter (Jeffrey, http://www.rabidtigers.com/profile.html, Rabid Tiger Newsletter Vol II, No. 9, November 18th, 2002, KTOP)
By 2025... Nuclear weapons very likely will have been used in anger. There are just too many weapons, components, units of nuclear material and people who know how to use them. Despite the best efforts of the current members of the nuclear club and of the International Atomic Energy Agency (IAEA), nuclear proliferation persists and expands. Knowledge itself is the most fluid nuclear component: it's the easiest to spread, and it cannot be retracted.  We at the Rabid Tiger Project simply do not believe that all or even most people in power around the world are morally or otherwise restrained from causing the most terrible damage possible to the people they hate - and very few people hate no one.  In the 21st century, independence and survival may be limited to those countries that strike hard and strike first. Barring a good ballistic missile defense (BMD) system, sometimes scornfully referred to as "Star Wars," nuclear war is like a gunfight without body armor. There's a reason why gunfighters emphasize being quick on the draw.  On the one hand, pre-emptive nuclear strikes pose the risk of attacking a country whose leadership in fact had no aggressive designs at the moment. However, if a nuclear strike is fully successful, the perpetrator likely won't care. On the other hand, waiting for irrefutable evidence of another's aggressive intent may be rewarded with a surprise attack ending in annihilation or conquest. In that case, one will have avoided unfairly attacking an enemy, but the victims likely won't care.  Nuclear proliferation increases the number of sets of enemies to whom this dynamic can apply, and exponentially increases the likelihood that one will choose to make the first move. The United States and the Soviet Union, the first nuclear adversaries, developed a set of norms and procedures - especially in the aftermath of the 1962 Cuban Missile Crisis - to help ensure that perceptions of momentary hostility and/or immediate threats did not escalate into a nuclear exchange. For example, a "hot line" was established directly connecting the US president and the Soviet general secretary, so that direct, immediate communication between the two top leaders could remove any misunderstandings before they could become self-fulfilling prophecies.  When people feel more secure that others will not feel it necessary to launch an attack, they will feel it less necessary to launch a pre-emptive strike. To a great extent, one's attack is another's pre-emptive strike, so security can be self-reinforcing. However, so can insecurity.  Hence, the introduction of nuclear weapons into new conflicts increases the chances that they will actually be used. India and Pakistan have averted nuclear war - for now. They have not had the US-Soviet experience with mutual problem-solving and joint action to damp down nuclear threats.  One factor reinforcing security - and which potentially can do the opposite - is what we call the "virginity effect". Right now, no one has used nuclear weapons in anger since World War II. National leaders can feel pressure to maintain this record. On the other hand, once nuclear weapons are used in a war, the "novelty" wears off, and nuclear weapons become just another part of the well-armed leader's arsenal.  So, nuclear proliferation exponentially - perhaps logarithmically - increases the threat of nuclear war.  SETTING THE STAGE FOR WORLD WAR III  The Rabid Tiger Project believes that a nuclear war is most likely to start in Africa. Civil wars in the Congo (the country formerly known as Zaire), Rwanda, Somalia and Sierra Leone, and domestic instability in Zimbabwe, Sudan and other countries, as well as occasional brushfire and other wars (thanks in part to "national" borders that cut across tribal ones) turn into a really nasty stew. We've got all too many rabid tigers and potential rabid tigers, who are willing to push the button rather than risk being seen as wishy-washy in the face of a mortal threat and overthrown.  Geopolitically speaking, Africa is open range. Very few countries in Africa are beholden to any particular power. South Africa is a major exception in this respect - not to mention in that she also probably already has the Bomb. Thus, outside powers can more easily find client states there than, say, in Europe where the political lines have long since been drawn, or Asia where many of the countries (China, India, Japan) are powers unto themselves and don't need any "help," thank you.  Thus, an African war can attract outside involvement very quickly. Of course, a proxy war alone may not induce the Great Powers to fight each other. But an African nuclear strike can ignite a much broader conflagration, if the other powers are interested in a fight. Certainly, such a strike would in the first place have been facilitated by outside help - financial, scientific, engineering, etc. Africa is an ocean of troubled waters, and some people love to go fishing.  Asia is a close second, due to the competition of major powers. For example, in an Indo-Paki confrontation, China may be tempted to side with Pakistan, since China and India are major nuclear powers sharing a long border. However, the Asian powers are basically stable internally, at least for now.  The things to watch for are domestic economic and political instability in a nuclear power, the spread of nuclear weapons to new countries and new national antagonisms and great-power ties either weak or nonexistent enough to enable opportunistic alliances and destabilization, or strong enough that the great powers feel compelled to follow their client states.

Africa Impact Ext. 

Nigeria is the powerhouse of West Africa, solves systemic civil wars and international conflict

Piombo 03 – Regional Coordinator for Sub-Saharan Africa Center for Contemporary Conflict (Jessica, “The Import of Nigeria's April 2003 Elections”, Strategic Insights, Volume II, Issue 6, http://www.ccc.nps.navy.mil/si/june03/africa.asp, June, KTOP)

Whether or not Nigeria remains under democratic civilian control is more than a merely academic question. Nigeria is one of the giants of Africa, demographically, economically, and politically. Nigeria's strategic importance for Africa lies in its potential to be a regional hegemon in West Africa, and in the international arena is tied to the country's status as a major oil producer and hub for narcotics trafficking. Within the African continent, then, a stable and prosperous Nigeria can become a force for regional and continental security, while a faltering Nigerian state can have ripple effects that are felt throughout the international arena.  First and foremost, Nigeria's strategic importance lies in its role as a continental and regional leader in Africa. As the continent's most populous nation, virtually one in four Africans are Nigerian. The global diaspora community of Nigerians spreads the demographic and cultural impact of the country even farther. Nigeria is also the economic powerhouse of West Africa, contributing nearly 50 percent of West Africa's GDP.[1] Politically, Nigeria is one of the driving forces behind the African Union (AU), the Economic Community of West African States (ECOWAS), and the West African regional peacekeeping force, ECOMOG. Therefore, Nigeria can constitute a powerful force for stability in a region that has been devastated by endemic civil wars in Liberia, Sierra Leone, and most recently Cote d'Ivoire. 

Stability on the Brink

Diversification Now

Nigeria is attempting to diversify now, but is still reliant on oil revenues; a substantial decrease now would collapse their economy

EIA 11 – the statistical and analytical agency within the U.S. Department of EnergyEIA is the Nation's premier source of energy information (Energy Information Administration, "Country Analysis Briefs: Nigeria", eia.doe.gov, http://205.254.135.7/EMEU/cabs/Nigeria/pdf.pdf, p.1-2, August 2011, KTOP)
The Nigerian economy is heavily dependent on the oil sector which, according to the International Monetary Fund (IMF), accounts for over 95 percent of export earnings and about 40 percent of government revenues. The oil industry is primarily located in the Niger Delta where it has been a source of conflict. Local groups seeking a share of the oil wealth often attack the oil infrastructure and staff, forcing companies to declare force majeure on oil shipments. At the same time, oil theft, commonly referred to as "bunkering", leads to pipeline damage that is often severe, causing loss of production, pollution, and forcing companies to shut-in production. The industry has been blamed for polluting air, soil and water leading to observed losses in arable land and decreasing fish stocks. In addition to oil, Nigeria holds the largest natural gas reserves in Africa but has limited infrastructure in place to develop the sector. Natural gas that is associated with oil production is mostly flared but the development of regional pipelines, the expansion of liquefied natural gas (LNG) infrastructure and policies to ban gas flaring are expected to accelerate growth in the sector, both for export and domestic use in electricity generation. In order to remedy some of the oil, natural gas and electricity industry problems, the Nigerian government is currently debating a Petroleum Industry Bill (PIB) that is designed to reform the entire energy sector (see oil section). The Bill was first introduced in 2009 and although parts of the PIB have recently been made into law, the Bill in its entirety continues to be debated by the National Assembly. This ongoing debate had delayed investments in oil exploration, project development and has also affected the natural gas sector by delaying planned liquefied natural gas (LNG) projects. According to the International Energy Agency (IEA), in 2008, total energy consumption was 4.4 Quadrillion Btu (111,000 kilotons of oil equivalent). Of this, combustible renewables and waste accounted for 81.3 percent of total energy consumption. This high percent share represents the use of biomass to meet off-grid heating and cooking needs, mainly in rural areas. IEA data for 2009 indicate that electrification rates for Nigeria were 50 percent for the country as a whole -approximately 76 million people do not have access to electricity in Nigeria. Nigeria has vast natural gas, coal, and renewable energy resources that could be used for domestic electricity generation. However, the country is lacking in policies to harness resources and develop and/or improve the electricity infrastructure. The Nigerian government has had several plans to address the need for power, including a recent announcement to create 40 gigawatts (GW) of capacity by 2020 (compared to 2008 installed capacity of 6 GW). Much will depend on the ability of the Nigerian government to utilize currently flared natural gas.

AT: Attacks Prevent Success

Attacks on oil infrastructure occur due to lack of economic development

EIA 11 – the statistical and analytical agency within the U.S. Department of EnergyEIA is the Nation's premier source of energy information (Energy Information Administration, "Country Analysis Briefs: Nigeria", eia.doe.gov, http://205.254.135.7/EMEU/cabs/Nigeria/pdf.pdf, p. 2-3, August 2011, KTOP)
According to the Oil and Gas Journal, Nigeria had an estimated 37.2 billion barrels of proven oil reserves as of January 2011. The majority of reserves are found along the country's Niger River Delta and offshore in the Bight of Benin, the Gulf of Guinea, and the Bight of Bonny. Current exploration activities are mostly focused in the deep and ultra-deep offshore with some activities in the Chad basin, located in the northeast of the country. Since December 2005, Nigeria has experienced increased pipeline vandalism, kidnappings and militant takeovers of oil facilities in the Niger Delta. The Movement for the Emancipation of the Niger Delta (MEND) is the main group attacking oil infrastructure for political objectives, claiming to seek a redistribution of oil wealth and greater local control of the sector. Additionally, kidnappings of oil workers for ransom are common and the Gulf of Guinea is also an area that has seen incidents of piracy. Security concerns have led some oil services firms to pull out of the country and oil workers unions to threaten strikes over security issues. The instability in the Niger Delta has caused significant amounts of shut-in production and several companies to declare force majeure on oil shipments. EIA estimates Nigeria's nameplate oil production capacity to have been close to 2.9 million barrels per day (bbl/d) at the end of 2010 but as a result of attacks on oil infrastructure, daily crude oil production ranged between 1.7 million and 2.1 million barrels. Disruptions have been attributed to direct attacks on oil infrastructure as well as pipeline leaks and explosions resulting from bunkering activities. Towards the end of 2009 an amnesty was declared and the militants came to an agreement with the government whereby they handed over weapons in exchange for cash payments and training opportunities. This amnesty has led to decreased attacks and some companies have been able to repair damaged oil infrastructure. However, the lack of progress in job creation and economic development has led to increased bunkering and other criminal attacks, which can significantly damage oil infrastructure. Considerable attention has been drawn to the environmental damage caused by oil spills in the Niger Delta. According to the Nigerian National Oil Spill Detection and Response Agency (NOSDRA) approximately 2,400 oil spills had been reported between 2006 and 2010 that resulted from sabotage, bunkering and poor infrastructure. The amount of oil spilled in Nigeria has been estimated to be around 260,000 barrels per year for the past 50 years according to a report cited in the New York Times. The oil spills have caused land, air, and water pollution severely affecting surrounding villages by decreasing fish stocks, contaminating water supplies and arable land. More recently, the United Nations Environment Program (UNEP) released a study on Ogoniland and the extent of environmental damage from over 50 years of oil production in the region. The study confirmed community concerns regarding oil contamination across land and water resources, stating that that the damage is ongoing and estimating that it could take 25 to 30 years to repair.

TSGP Scenario

Trans-Saharan Gas pipeline progress is non-existent due to security concerns

EIA 11 – the statistical and analytical agency within the U.S. Department of EnergyEIA is the Nation's premier source of energy information (Energy Information Administration, "Country Analysis Briefs: Nigeria", eia.doe.gov, http://205.254.135.7/EMEU/cabs/Nigeria/pdf.pdf, p. 8, August 2011, KTOP)
Nigeria and Algeria continue to discuss the possibility of constructing the Trans-Saharan Gas Pipeline (TSGP). The 2,500-mile pipeline would carry natural gas from oil fields in Nigeria's Delta region to Algeria's Beni Saf export terminal on the Mediterranean. In 2009 the NNPC signed a memorandum of understanding (MoU) with Sonatrach, the Algerian national oil company in order to proceed with plans to develop the pipeline. Several national and international companies have shown interest in the project including Total and Gazprom. Security concerns along the entire pipeline route, increasing costs and ongoing uncertainty in Nigeria will continue to delay this project.

Gas Flaring Scenario

FOE 04 – an international network of environmental organizations in 76 countries assisted by a small secretariat which provides support for the network and its campaigns (Friends of the Earth, "Gas Flaring in Nigeria", Friends of the Earth, October 2004, KTOP)
There is confusion over how much oil and associated gas is produced in Nigeria. The most recent and independent information source suggests that over 3.5 billion standard cubic feet (scf) of associated gas was produced in 2000, of which more than 70 per cent was burnt off, ie flared. As oil production has increased, Nigeria has become the world’s biggest gas flarer, both proportionally and absolutely, with around 2 billion scf, perhaps 2.5 billion scf, a day being flared. This is equal to about 25 per cent of the UK’s gas consumption.The single biggest flarer is the Shell Petroleum Development Company of Nigeria Ltd (SPDC). A recent report estimates flaring to represent an annual economic loss to the country of about US $2.5 billion. The Environmental Impacts According to the World Bank, by 2002 flaring in the country had contributed more greenhouse gases to the Earth’s atmosphere than all other sources in sub-Saharan Africa combined – and yet this gas is not Page 2 Contact: Press Office 020 7566 1649 26-28 Underwood Street London N1 7JQ Media contact 020 7566 1649 (24 hour) Fax 020 7490 0881 Email press@foe.co.uk Website www.foe.co.uk Friends of the Earth Limited Registered in London No 1012357 being used as a fuel. Nobody benefits from the energy it contains. As such, it is a serious but unnecessary contributor to climate change, the impacts of which are already being felt in the region with food insecurity, increasing risk of disease and the rising costs of extreme weather damage. Local communities living around the gas flares – and many are close to villages and agricultural land - rely on wood for fuel and candles for light. The flares also contain widely-recognised toxins, such as benzene, which pollute the air. Local people complain of respiratory problems such as asthma and bronchitis. According to the US government, the flares contribute to acid rain and villagers complain of the rain corroding their buildings. The particles from the flares fill the air, covering everything with a fine layer of soot. Local people also complain about the roaring noise and the intense heat from the flares. They live and work alongside the flares with no protection.

US Key to Exports

US accounts for over 45% of Nigeria’s exports

EIA 11 – the statistical and analytical agency within the U.S. Department of EnergyEIA is the Nation's premier source of energy information (Energy Information Administration, "Country Analysis Briefs: Nigeria", eia.doe.gov, http://205.254.135.7/EMEU/cabs/Nigeria/pdf.pdf, p. 8, August 2011, KTOP)

*The article says ~40%, but if you do the math it comes out to a little over 45% (1/2.2)
In 2010, Nigeria exported approximately 2.2 million bbl/d of total oil and 1.8 million bbl/d of crude oil. Nigeria is an important oil supplier to the United States. Over 40 percent of the country's oil production (980,000 bbl/d of crude oil, and slightly over 1 million bbl/d of total oil and products) is exported to the United States making Nigeria the 4th largest foreign oil supplier to the United States in 2010. The light, sweet quality crude is a preferred gasoline feedstock. Consequently, disruptions to Nigerian oil production impacts trading patterns and refinery operations in North America and often affect world oil market prices.
US are the largest importer of Nigerian oil, prices are key to their economy

Iwayemi and Fowowe 11 – Professor, Department of Economics, University of Ibadan AND Lecturer, Department of Economics, University of Ibadan (Akin and Babajide, “Oil and the macroeconomy: empirical evidence from oil-exporting African countries”, OPEC Energy Review, p. 232, September 5th, 2011, KTOP)
With an average production of 1.94 mb/d, Nigeria is ranked as the largest producer of crude oil in Africa. The federal government has been participating in the oil sector through joint ventures (participation agreements) between the government-owned Nigerian National Petroleum Corporation (NNPC) and multinational oil companies. Since December 2005, oil production has been reduced due to increased militant activity in the Niger Delta.2 It is estimated that about 20 per cent of Nigeria’s oil production capacity has been closed because of such militant activities (Energy Information Administration, 2007). The bulk of Nigeria’s oil is exported with 65 per cent going to North America and 30 per cent going to Western Europe, and the NNPC and its venture partners accounted for about 60 per cent of oil production in 2008. Nigeria’s macroeconomic performance has been volatile over the years, and it is seen from Fig. 4 that inflation and the growth rates of GDP have fluctuated wildly for many years. GDP growth was negative for 7 years between 1975 and 1987, and inflation was as high as 72 per cent in 1995. Starting from the mid-1980s, it is seen that falling oil prices have been associated with higher inflation.

70% of Nigerian oil exports are expected to go to the US by 2025

Leonov 3-28 – FDI Research Assistant for the Energy Security Research Programme (Denis, “Al Qaida-Inspired Group Threatens Nigerian Energy Sector”, http://www.futuredirections.org.au/publications/energy-security/27-energy-security-swa/447-al-qaida-inspired-group-threatens-nigerian-energy-sector.html, March 28th, 2012, KTOP)
Nigeria is the largest producer of sweet oil in OPEC. The hydrocarbon sector drives the national economy, significantly contributing to Nigeria’s position as the second largest African economy. The United States is the largest importer of Nigeria’s crude oil; receiving 40 per cent of the country’s total oil exports. With the unstable global economy and conflict in the Middle East, the Gulf of Guinea is becoming more attractive for US oil corporations. Projections indicate that, by 2025, some 60-70 per cent of Nigerian oil imports will go to the US.

AT: Alt Causes of Instability

Conflicts over wealth distribution and religion aren’t the real causes of instability

Tivnan 09 – Political Science Degree from Saint Anselm College (Daniel, “A Case Study of Kuwait, Nigeria, and Venezuela and the Relationship between Oil and Political Stability”, Research Center Working Paper Series No. 18, p. 18, http://www.anselm.edu/Documents/NHIOP/Working%20Papers/WorkingPaper18Tivnan.pdf, KTOP)
However, the Nigerian ethnic elites began to suppress the opinions of the minorities in three regions which served to increase awareness of ethnic differences.69 The emergence of ethnic conflicts in Nigeria following independence was not based on ancient conflicts but rather on fighting over resources in particular which regions obtained the oil revenues from the production of oil.70 The conflicts in the Niger Delta region, having occurred in the past and continue through to the present, on the surface may appear to be ethnic in nature but in reality the conflicts pertain to fights over who is the rightful owner of the oil wealth.71 Nigeria’s religious diversity also provides for another point of conflict which is due to the fact that Nigeria is split almost half and half between Islam and Christianity with Islam constituting the larger proportion.72 Leaders continue to use the ethnic or religion card as means to gather votes for their own selfish interest.73 Muslim leaders in the Northern region have used religion to keep Muslim leaders in power. For example, the recent passing of Islamic Sharia law in the North was employed to help maintain the presence of Muslim leaders in this region. This caused conflict for the Christians living in the North now being forced to obey Sharia law.74 In Nigeria its highly ethnically diverse society along with the contention between Muslims and Christians certainly plays a role in contributing to the amount of conflict and political instability in Nigeria but these factors only work indirectly and mask the true factors instigating political instability.
Terrorism Impact
Economic decline in Nigeria breeds terrorism

Cohen and Schaefer 04 – Research Fellow in Russian and Eurasian Studies in the Kathryn and Shelby Cullom Davis Institute for International Studies and Brett D. Schaefer is Jay Kingham Fellow in International Regulatory Affairs in the Center for International Trade and Economics at The Heritage Foundation (Ariel, and Brett, “Addressing Nigeria’s economic problems and the Islamist terrorist threat”, Lexis, May 19th, 2004, KTOP)
Nigeria is a case study in oil-based wealth being squandered by poor governance and internal strife. Instability in Nigeria merits U.S. attention because it is a major non-Middle Eastern oil producer (accounting for 3 percent of global oil production in 2001) and was America's fifth largest (9.6 percent) source of crude oil imports in 2003. Moreover, Islamist radicals hope to exploit Nigeria's poverty, political turmoil, and inadequate law enforcement -- thereby making Nigeria a potential regional security threat. Recent Muslim -- Christian clashes, which have left hundreds of people dead and more than 1,000 wounded, highlight this threat. Ongoing assaults against Nigerian oil production, general instability, economic mismanagement, and the threat of Islamist radicalism necessitate that the U.S. work with Nigeria to address these problems.

Refugee Impact
Instability in Nigeria creates a refugee crisis that spills over worldwide

Buhari 04 – Former Head of State of the Federal Republic of Nigeria (Muhammadu, “Alternative Perspectives on Nigeria’s Political Evolution”, http://www.dawodu.com/buhari1.htm, April 8th, 2004, KTOP)
You are perhaps not all aware of the current state of affairs in Nigeria, characterized as they are by a failure of political leadership and failed governance.  Nigeria, the largest and potentially the wealthiest country in sub-Saharan Africa, is today a basket case, confronted by problems that threaten not only its nascent democracy, but its very existence.  The country's sheer size and complexity, its rich human and vast material endowments, provide both an opportunity and a challenge, depending on the attitude of Nigerians and their friends and partners, especially the U.S.   It is worth observing that ignoring Nigeria and Nigerians by the U.S. or the world will have far-reaching negative consequences for the region and beyond.  An unstable Nigeria driven by internal wars, insurrections, or other manifestations of a failed state has the potential to destabilize the whole continent of Africa. The common symptomatic phenomena of internal disarray by way of civil wars and refugees and internally displaced persons have been dealt with by the world with varying successes in the past.  The two world wars in the last century and developments in their wake, the collapse of the Soviet Empire in Eastern Europe, Central Asia, the Middle East and the Balkans, have produced millions of refugees - which were and still are unacceptable.  But the break-up of Nigeria with a population of 130 million will produce a refugee crisis of unimaginable proportions. African countries will be overwhelmed and both Europe and Asia will be under severe strain.  The highest number of refugees the world has had to deal with has never exceeded 25 million, with another 30 million or so displaced persons.  This is about one third of the refugee potential of a war torn Nigeria. The international community, especially the U.S. will see it in their interest to forestall this major tragedy for Africa and for the world. Since independence in 1960, Nigeria has gone through many crises including a bloody civil war that lasted from 1967 to 1970, and cost nearly a million lives, with attendant destruction, hunger, disease and massive population movements.  The Nigerian military has, like its Turkish and Pakistani counterparts, deemed it prudent to intervene in the politics of Nigeria for reasons I will not want to delve into, in this submission.  As a rule most of such interventions, even when adjudged necessary and or appropriate, have done permanent damage to the military's espirit de corps, professionalism and preparedness, and have more often than not, done permanent damage to political institution building and emergent consensus creation and articulation - so necessary to security, progress and prosperity, in a nation with such diverse and multifarious socio-economic and political constituencies. The Nigerian military have been compelled to surrender power and return to the barracks by the imperatives of political reality and the heavy, definitely unbearable toll on the institution.  Nigeria is once again at a crossroad, at a defining moment in its history and the history of Africa.  

AFF: Alt Causes to Exports

Insurgency and corruption are alt causes to decreasing oil exports

UPI 3-23 – a leading provider of critical information to media outlets, businesses, governments and researchers worldwide (“Troubled Nigeria's oil output under threat”, http://www.upi.com/Business_News/Energy-Resources/2012/03/23/Troubled-Nigerias-oil-output-under-threat/UPI-82631332527092/, March 23rd, 2012, KTOP)
PORT HARCOURT, Nigeria, March 23 (UPI) -- Nigeria's oil production is under threat because of escalating piracy off West Africa, a simmering insurgency in the Niger Delta, the theft of up to 150,000 barrels a day by militants and pirates and deadly Islamist terrorism linked to al-Qaida. Onshore fields are mature and running down. Offshore, deep-water production in the Atlantic has been rising but is being hobbled by a lack of investment, even though high oil prices usually encourage such expensive ventures. "Nigerian oil production from currently commercial projects will be steady until around 2015-2016, but then will drop off sharply unless investment increases," energy consultants Wood Mackenzie of Edinburgh warned recently. Growing piracy in the Gulf of Guinea, one of the hottest oil zones in the world, is becoming a serious problem for the oil industry, where offshore platforms and energy shipping are vulnerable. In February alone, eight oil tankers were hijacked off West Africa along the coasts of Nigeria, Ghana, Ivory Coast, the Democratic Republic of Congo, Gabon all the way south to Angola, on its way to becoming a major oil producer. That was double the January tally. At least 13 attacks have been reported in the first two months of 2012, mostly off Nigeria. There were 64 reported hijackings in 2011, but the actual total is probably higher. Tankers are generally held for two weeks or so while oil cargoes are unloaded and transferred to smaller vessels, then sold in Nigeria or nearby Benin. High oil prices spurs on the pirates. In the Niger Delta, the main onshore producing zone dominated by Royal Dutch Shell and Chevron, an insurgency that erupted in 2005 seems to be reigniting as a 2009 government amnesty deal that halted attacks on the oil industry falls apart because of unfulfilled promises of stipends and jobs. Official corruption is widely blamed, with money pledged to militants who handed in their weapons -- and several thousand did -- going to politicians' pockets instead. Hopes had been high because the reformist president, Goodluck Jonathan, is a native of the delta's Bayelsa province. But his administration, like its predecessors, is riddled with corruption and political vendettas. In recent weeks, groups of MEND militants have launched several attacks, including the abduction of the captain and engineer of the Dutch vessel Breeze Clipper off Port Harcourt, the southern oil capital, Feb. 28. Another group killed several military men in a speedboat attack in the delta's labyrinth of creeks and swamps. At the peak of the delta insurgency in 2009, Nigeria's oil production was slashed by up to 40 percent, to less than 1.7 million bpd. Although Nigeria has reserves of about 38 billion barrels, production has only recovered to the 2005 level of 2.5 million bpd. That's well short of the 4 million bpd the government had sought to achieve by 2010. Nigeria's continental rivals, most notably Angola, on the southern edge of the West African bulge, are pushing ahead with deep-water drilling while Nigeria, the traditional leader, slips behind because of political turmoil and uncertainty. "It's not surprising that investors currently hold back while the host nation ponders potential changes to the risk-reward equation," Ian Craig, Shell's director of sub-Saharan operations in Africa, observed in February. Government paralysis and mismanagement, particularly the repeated failure to produce a comprehensive Petroleum Industry Bill, is seen as a critical factor in the production decline and the lack of badly needed investment to energize the oil industry. 
Nigerian oil sector failure inevitable, poor infrastructure and political instability

UPI 3-9 – a leading provider of critical information to media outlets, businesses, governments and researchers worldwide (“Nigerian energy sector near collapse?”, Energy Resources, http://www.upi.com/Business_News/Energy-Resources/2010/03/09/Nigerian-energy-sector-near-collapse/UPI-61911268144974/, March 9th, 2012, KTOP)
The Nigerian energy sector needs drastic reforms as the Nigeria National Petroleum Corp. sinks under massive debt, the Nigerian petroleum minister said. Rilwanu Lukman, the Nigerian minister of petroleum resources, said the NNPC was operating under a loss of more than $1.3 billion, Nigerian newspaper Vanguard reports. The minister, who served as the secretary-general for the Organization of the Petroleum Exporting Countries from 1995-2000, said comprehensive reforms were needed to overhaul the energy giant. "If this trend is not reversed, the corporation as we know it today will cease to exist," he said, adding the energy sector was on the decline in the oil-rich nation. Political instability and a lack of funding for infrastructure are crippling the Nigerian energy sector. The massacre of more than 350 villagers in central Nigeria during the weekend adds to the complications for the troubled country. Lukman said the fate of the NNPC and entire energy sector was at a critical stage. "These challenges are harsh reminders that the oil and gas sector in Nigeria is not working well," he said.

AFF: Politics Prevent Diversification

Diversification fails – Laundry list of reasons

Ford 3-1 – a senior analyst at Oxford Analytica, the global analysis and advisory firm (Jolyon, “Nigeria: A 'Pivotal Power' in Emerging Markets?”, All Africa, http://allafrica.com/stories/201203010855.html, March 1st, 2012, KTOP)
Nigeria's GDP grew at about 7 percent for most of the last decade, and the current government's 'Vision 2020' framework expresses its goal of becoming one of the world's top 20 economies by the end of this decade. Its under-invested agriculture sector has huge potential, its many infrastructure deficits are investment opportunities, and its natural gas resources are under-exploited. After a federal government bail-out programme, vital banking sector consolidation continues. Significantly, it has the biggest population in sub-Saharan Africa, one that is young and fast-growing. It is by far the continent's biggest (potential) consumer market, with a considerable and growing middle class. It is marked by an energetic entrepreneurial spirit, and has begun to accept the idea that it might overtake South Africa as Africa's biggest economy sooner than most expected. Of course, it is also an influential and responsible diplomatic and military player in peace and security in West Africa and beyond. However, between the situation today and realising Vision 2020 (or the South Africa overtake) lie numerous obstacles. Nigeria holds the world's eighth largest hydrocarbons reserves, but its economy is currently half the size of fellow pivotal power Iran. The difficulties of implementing reform initiatives in Nigeria are well known. Currently, it has yet to move decisively on its long-awaited Petroleum Industry Bill, its vital power privatisation plans have again been set back, and its sovereign wealth fund plans will require unprecedented levels of cooperation from state governors. The attempt to lift fuel subsidies revealed the government's seriousness on fiscal reform, but also its limited political capital, the power of vested interests, and the challenges to non-oil diversification in the economy generally. Anti-corruption measures yield slow returns. The northern Boko Haram insurgency has yet to enliven a new level of widespread communal violence, but the country still faces considerable problems with security and social cohesion.

Passage of the PIB is uncertain and the bill raises doubts about the government’s intentions

Cocks 6-29 – West-African Correspondent for Rueters (Tim, “Bill to revive Nigeria oil sector sent to president”, Rueters, http://www.reuters.com/article/2012/06/29/nigeria-pib-idUSL6E8HTJG920120629, June 29th, 2012, KTOP)
A new draft was finalised at the end of May by a team of senators Jonathan picked to try to hurry it up. "I am pleased to say that the special task force on the review of the PIB has today submitted the PIB to the president," Oil Minister Diezani Alison-Madueke told journalists at the presidential villa. "Within the next ten to 14 days, the bill will be in the hands of the national assembly." There is no guarantee lawmakers will push the bill through, as powerful vested interests could block or delay it, as has happened in the past, although Jonathan being explicitly behind it gives this version a better chance than previous ones. The PIB is meant to change everything from fiscal terms to overhauling the Nigerian National Petroleum Corporation (NNPC). "Nigerians should understand that we have been in a hurry for a long time to put this bill ... we are putting forward a bill that we believe the oil and gas sector can grow on for many years to come," Alison-Madueke said. The bill includes plans to incorporate some of the NNPC's assets within three months of the bill becoming law. The government then has three years to list an unspecified part of its shares publicly. "We have looked at the reconfiguration of the NNPC to ensure that going forward, it becomes the commercial entity it should have been all along," Alison-Madueke said. "The intention is to ensure that ... the Ministry of Petroleum Resources is actually a professionally run ministry." But according to the draft, the NNPC's stakes in joint ventures and production sharing contracts - the majority of its assets - are excluded, raising doubts about the government's commitment to fully incorporating the firm.

AFF: US Not Key

India is key to exports, not the US

The Hindu 11 – A newspaper started in 1878 covering a wide range of issues in India (Special Correspondent, “India Seeks More Oil, LNG from Nigeria”, http://www.thehindu.com/business/article1543850.ece, March 16th, 2011, KTOP)
During his meeting with Mr. Henry Odien Ajumogobia, the Petroleum Minister sought a 36 per cent increase in crude oil supplies from oil-rich Nigeria and also raked up the subject of importing liquefied natural gas (LNG) on long-term contracts. Mr. Reddy said India's annual requirement of Nigerian crude oil would be around 18 million tonnes from 2012-13. India imported 13.2 million tonnes of crude oil from Nigeira in 2009-10. “Nigeria supplies 12-13 per cent of your requirement. We support higher exports to India,” the Nigerian Minister told reporters after the meeting. Mr. Reddy said India was interested in tying up LNG imports from Nigeria immediately as the country's requirement for LNG is projected to go up by 12-15 million tonnes a year in the foreseeable future. The Nigerian Minister indicated that Nigeria LNG (NLNG) was considering dilution of a part of its stake and state gas utility GAIL (India) was being considered as one of the parties. GAIL is also pursuing participation in the Nigerian Gas Master Plan Project and has submitted a proposal along with other international consortium members. It has also expressed interest in participation in petrochemical projects and city gas distribution projects in Nigeria.

Indian investment is assured, despite security concerns

ZeeNews 5-5 – An Indian news publication and part of the Essel Group (“India assures investments to Nigeria despite security concerns”, http://zeenews.india.com/news/world/india-assures-investments-to-nigeria-despite-security-concerns_773285.html, May 5th, 2012, KTOP)
Abuja: Nigeria has been assured of Indian investments despite security concerns in the African nation. "Indian investors would continue to invest in the economy and the High Commission would do everything possible to ensure the continuous flow of such investments by Indian entrepreneurs without any hindrances," Indian High Commissioner to Nigeria Mahesh Sachdev said. He said trade between India and Nigeria touched USD 16.4 billion during 2011. Sachdev said Indian investors have strong confidence in Nigeria despite security concerns. The top Indian diplomat was speaking to reporters during a visit to Thelish Eye Hospital, run by an Indian in the country's northern city of Kaduna, recently. On the business front, the High Commissioner said the Indian mission will back new initiatives that would bring Nigerian and Indian entrepreneurs together. India's mainly imports crude oil from Nigeria and exports finished petroleum products, pharmaceuticals, electronics, motor cars and motorcycles amongst other items, to the African nation. 

AFF: AT: TSGP

MEND prevents use of TSGP – Their attacks have been proven successful

Watkins 09 – OGJ Oil Diplomacy Editor (“Nigerian militants threaten proposed Trans-Sahara gas line”, Oil and Gas Journal, http://www.ogj.com/articles/2009/07/nigerian-militants.html, July 7th, 2009, KTOP)
Nigeria’s militant Movement for the Emancipation of the Niger Delta (MEND), reiterating its long-standing demands that international oil companies leave the oil-producing Niger Delta, has threatened to attack the planned Trans-Saharan gas pipeline project. MEND “warns the investors to the Trans-Saharan Gas Pipeline (TSGP) project that unless the Niger Delta root issues have been addressed and resolved, any money put into the project will go down the drain,” according to a MEND spokesman. “We will ensure that it [the TSGP] faces the same fate other pipelines are facing today,” the spokesman said. He also warned “Agip, Total, Shell, and ExxonMobil to leave while there is still time because within the next 72 hr” the group may launch new attacks. The MEND warnings came just days after Algeria, Niger, and Nigeria signed an agreement to start the process of constructing the $10 billion TSGP, which aims to transport as much as 30 billion cu m/year of gas to Europe. The warnings also follow a decision announced last week by Russia’s OAO Gazprom of plans to invest in the TGSP through a 50-50 joint venture, called Nigaz, with state-owned Nigerian National Petroleum Corp. Gazprom said Nigaz intends to explore for gas and to develop infrastructure for its development and transport—even including a section of pipeline that could form part of a proposed Trans-Sahara pipeline to export gas directly to Europe (OGJ Online, June 30, 2009). While no date has yet been given for the start of work on the TSGP, which is expected to extend 4,000 km from Africa to Europe, the line’s first shipment of gas is scheduled for delivery in 2015. Threats played down Nigerian military forces played down MEND’s threats, saying that the group is not capable of carrying them out. According to military spokesman Col. Rob Abubakr, Nigerian security forces would be able to protect all oil and gas installations, as well as the sector’s workers and staff. But such reassurances may not be enough for international oil companies, especially since MEND-led sabotage operations—as well as kidnappings of oil company employees—has led to a significant drop in Nigeria’s oil production, which has fallen to 1.8 million b/d this year from 2.6 million b/d in 2008.

AFF: Alt Causes to Stability

Government corruption revolving around oil fuels domestic instability

Coleman 6-17 – co-founder of two security-focused technology startup firms. He received his BA from Georgetown, MBA from Barry University, and a Master of Public and International Affairs, Security and Intelligence Studies from the University of Pittsburgh, and he serves as COO of the Lint Center for National Security Studies (Timothy W., “Nigeria: Killing of Oyerinde Signals Further Instability”, http://www.internationalpolicydigest.org/2012/06/17/nigeria-killing-of-oyerinde-signals-further-instability/, June 17th, 2012, KTOP)
Faced with an oil-export based economy, intra factional clashes coupled together by a feeble and corrupt centralized government, Nigeria has struggled to become more than a transitional democracy. Armed groups and violence, fueled by disputes over oil revenue sharing efforts have exacerbated internal security problems and continue to undermine domestic stability as well as thwart progress to establish democratic norms. In May, Olaitan Oyerinde, the Principal Private Secretary (PPS) to the Governor of the State of Edo was killed in an apparent assassination. The attack on the PPS occurred at his private residence, little more than 3 months before the July 14 Gubernatorial elections in the state of Edo. The successful assassination follows two unsuccessful suspected attempts on the Governor of Edo and on the Governor’s Commissioner for Information. It does not appear that this is the work of the Islamist terrorist organization, Boko Haram, instead it is probable that internal constituencies and political machinations are likely to be blamed. This raises the probable specter of further near-term turmoil in Nigeria… Nigeria’s weak central government, continuing religious, ethnic and tribal tensions, the presence of Boko Haram, and systemic oil-related corruption dilute the domestic security picture. Whether the impetus for the overt actions against the current power structure within the State of Edo was taken by inter or intra political adversaries, opposing oil revenue sharing entities, or a resistance to the Governor’s request for intelligence reports is immaterial. With the upcoming Gubernatorial elections in the State of Edo, the successful assassination of PPS Oyerinde and the suspected attempts on Gov. Oshiomhole and his Commissioner of Information appear to be the start of a very dangerous game. Calls for reform efforts aimed at improving and enhancing the national security apparatus are already underway, but such efforts under the burden of preventing future assassinations are likely to devolve into a domestic power struggle for realignment. In the short term, reprisals and follow on violence appears probable. Further instability could materialize in the oil-rich Niger Delta region. Resulting upheavals could also present a medium term opportunity for Boko Haram to become more geographically profuse. Lastly, should political elements escalate and Boko Haram seize the opportunity, it is conceivable that these events could precipitate or expedite the disintegration of a unified Nigerian State in the long term.

Multiple alt causes to stability

Young 12 – the Group Communications Manager for JLT with responsibility for supporting external and internal communication (Isabella, “Risk Levels Analyzed in New Country Risk Report from The World Risk Review”, http://www.jltgroup.com/risk-and-insurance/news/nigerian-instability-delivers-stark-warning-to-investors/, June 2012, KTOP)
A bungling of Nigeria's oil subsidy policy, combined with an increase in Islamic terrorism threatens to destabilise the country and undermine its potential for inward investment. That's one of the warnings from the latest Country Risk Report on the African nation, published by World Risk Review this week. With the recent attacks that left 200 dead in Kano coming swiftly on the back of civil strikes at the removal of oil subsidies, World Risk Review has raised Nigeria's ratings against Strikes, Riots & Civil Commotion, and Terrorism. Against the backdrop of an already weak financial infrastructure and spiralling Islamic insurgency, investors, says the report, should be aware of the political implications of further public backlash at the government's lack of action on economic reform and institutional corruption. A key concern, says Elizabeth Stephens, Head of Credit and Political Risk Analysis for JLT, managers of The World Risk Review, is President Goodluck Jonathan's ability and commitment to achieving control over the escalating tensions. The swift and full withdrawal of an oil subsidy, which effectively doubled the price of petrol, led to politically and economically debilitating protests in early January. Though Jonathan has taken steps over recent weeks to reinstate a degree of control, including the partial reinstatement of the subsidy, the sacking of his head of police and an investigation into corruption within the oil sector, the full extent and real impact of his apparent determination remains to be seen. She said: "Whether Jonathan has the ability and will to harness the pro-reform momentum generated by the recent protests to implement the desired changes is uncertain. It is too early to tell whether initiatives aimed at tackling corruption reflect a genuine government commitment to tackling vested interests and revitalising the oil sector, or if they're merely a device to ease current pressure. "But if history's a guide to the present, the prospects for reform are grim. Jonathan lacks a broad base of political support and the rising tide of terrorism from Boko Haram and other fundamentalist organisations will undermine his ability to position himself as the legitimate leader of the country." Support from an already disenfranchised and mobilised population will be difficult to achieve, she concludes, and there's a chance that unless the planned reforms provide tangible benefits quickly, Jonathan may find himself swept away on a tide of civil unrest. 

AFF: No Impact

No impact to war in Africa

ALEXANDER 1995 (Bevin, Professor and Director of the Inter-University Institution for Terrorism Studies, The Future of Warfare)
The United States also will be reluctant to enter into conflicts in Africa, unless a major outside power tries to gain control of a region, as was the case with Soviet incursions during the Cold War, or unless one power attempts to corral the supply of vital minerals such as cobalt, chromium, or manganese.  Without such incursions, African conflicts constitute little international danger because the continent does not possess enough inherent military or economic power to threaten the world.  That is why the United States has ignored, militarily at least, the civil wars or ethnic conflicts in Rwanda, Liberia, Chad, Mozambique, Sudan, and elsewhere.  It intervened in Somalia primarily to halt starvation.

**MISC OTHER STUFF**
*LINKS*
Link - Land Distribution
Improving land distribution reduces oil consumption

Frum 12 – Staff Writer, National Post (David, National Post, “The best way for government to reduce oil dependence? Do nothing”, February 25, 2012 Saturday)#SPS 

Gasoline prices are rising in the United States - always bad news for an incumbent president. Accordingly, President Barack Obama traveled yesterday to Miami to repeat his energy message, which can be summed up as follows: Help is on the way. The U.S. government is investing in new energy technologies - and in time, those investments will pay off in the form of cheaper energy and new jobs: "Our job is to help outstanding work that's being done in universities, in labs, and to help businesses get new energy ideas off the ground - because it was public dollars, public research dollars, that over the years helped develop the technologies that companies are right now using to extract all this natural gas out of shale rock." The implicit promise here is that new forms of energy will preserve the familiar American way of life. Electrical motors or fuel cells may replace internal combustion engines, but Americans will continue to commute long distances to work in individual vehicles - or so this kind of talk suggests. But what if the most cost effective energy solution is not to change the energy we use, but rather to change the way we use energy? After the oil shocks of the 1970s, the United States succeeded in reducing its use of oil. As late as 1995, the United States was using no more oil than it had used in 1978. Not its use per person, or use per vehicle, but its use, period. This progress was not accomplished by reinventing the internal combustion engine. It was accomplished by (1) shifting homes from oil to gas heat; (2) ending the burning of heavy oil by electrical utilities; and (3) shifting freight traffic from trucks to trains. No government official planned these changes. They just happened, in response to market forces. Result: Even as Americans put more cars on the road - and drove further in them - they successfully decreased their oil reliance. More impressively, they dramatically decreased the "energy intensity" of their economy: the amount of oil it took to generate an additional dollar of Gross National Product. In the cheap-oil era from 1995 to 2005, that progress slowed. By 2005, the United States was using 10% more oil than at the peaks touched in 1978 and 1995. Such progress could resume again without any need for dramatic technological change. We don't need to imagine anything heroic, like Los Angeles shifting from cars to subways - just an accumulation of small incremental changes: a consumer shift to hybrid cars or to smaller homes located closer to work. Not all the changes are obviously energy-related. Americans move away from central cities in part to find better schools. Improve schools nearer to where Americans now live, and fewer Americans will feel pushed to move to more distant exurbs to pursue something better. Build condo towers atop shopping and entertainment areas, and more people will choose to enjoy a lifestyle where they can walk to their fun instead of driving. If, however, people are told that today's prices are an outrage, that oil can be made cheaper again - well then they won't make the chan-ges and investments needed to move to a post-oil future. They'll just cut back their spending on other things, and tough out today's prices. This is why it is so misleading and dangerous for presidents to promise dramatic changes tomorrow - and to sprinkle subsidies on shootthe-moon technologies. Energy policy that promises too much distracts people from making the choices now that could accomplish something. Tax energy, especially oil and coal. Use the proceeds to cut permanently the payroll taxes that most heavily burden working Americans, so that the typical person pays no more than he or she did before. Get the government out of the job of acting as venture capitalist to the energy industry. End the subsidies to wind and solar. And watch Americans rediscover in the 2010s what they learned in the 1980s: that in a market economy there need be no contradiction at all between energy conservation and a high and rising quality of life.

Link - Alt Energy
OPEC views alternative fuels and efficiency as threats to it’s market

Global Energy Profs 12 (OPEC Warns EU Low Oil Prices Threaten Future Supply Security, 28 JUNE 2012, http://www.globalenergyprofs.com/2012/06/opec-warns-eu-low-oil-prices-threaten-future-supply-security/)#SPS 

OPEC on Thursday warned the European Union that too-low oil prices could “break the momentum” of upstream investment and threaten future supply security, according to a joint statement issued after a regular ministerial meeting between the two sides in Brussels. European energy commissioner Gunther Oettinger stressed in his opening address the negative impact of very high oil prices on the world economy and warned against reduced investment that could lead to supply bottlenecks in the future. But OPEC secretary general Abdalla el-Badri said that while OPEC was committed to ensuring that consumers had secure and stable supplies, consumers should understand the need of producers for security of demand. Kuwaiti oil minister Hani Hussain, acting for OPEC president and Iraqi oil minister Abdul Karim Luaibi, said global economic uncertainty, particularly in the eurozone, and excessive speculation in global financial markets, were behind much of the recent oil price volatility. He said he looked forward to a strengthening of financial regulation and increased oversight of paper markets. OPEC said it saw steady growth in world oil demand, driven mainly by developing countries, although it added that “policies aimed at alternative fuels, efficiency and higher taxes are viewed as a significant demand risk.” It also said that the physical market continued to be supported by adequate growth in major producing regions and by “appropriate” stock levels and that, in addition, spare capacity among OPEC member countries remained effective in reducing market pressure. The next EU-OPEC ministerial meeting will take place in Vienna in June 2013. 

*UNIQUENESS* 
--Demand Will Rise
Overall demand will still rise, despite OECD declines
Oil & Gas Journal 12- a magazine dedicated to Oil and Gas ( May 21, 2012 IEA: Global oil demand growth accelerating, Lexis)#SPS 
After posting near-zero annual growth in the fourth quarter of 2011, global oil demand growth will gradually accelerate throughout 2012, culminating in an increase of 1.2 million b/d by this year's final quarter, the International Energy Agency said in its latest monthly oil market report. Global oil consumption is set to rise by 800,000 b/d this year to 90 million b/d, unchanged from the agency's previous report, with gains in developing countries more than offsetting declining demand within countries of the Organization for Economic Cooperation and Development. The International Monetary Fund raised its global economic growth projections for this year and 2013 in the World Economic Outlook published last month. IMF now forecasts 2012 growth of 3.5%, revised from 3.3% in January, and 4.1% next year, up from the prior forecast of 4%. Leading the upside revisions are stronger growth projections for the US, Germany, France, Canada, and Japan. IEA said the world's four biggest markets--China, the US, Europe, and Japan--should dominate the demand story in 2012. Chinese growth is forecast to maintain its global dominance in 2012, climbing by 400,000 b/d to 9.9 million b/d and accounting for nearly 50% of total worldwide growth. Large demand declines are foreseen this year in Europe, down by 300,000 b/d to 13.9 million b/d, and in the US, down by 200,000 b/d to 18.7 million b/d. But Japan will buck the falling OECD demand trend, rising by 40,000 b/d to 4.5 million b/d, IEA said. Among products, gas oil and diesel will provide the majority of the demand growth in 2012. Gas oil's strength, largely attributable to the economies of the non-OECD, is seen growing by 500,000 b/d to 14 million b/d, supported by the still relatively strong industrial, construction, and agricultural sectors. OECD demand for gas oil is projected to fall by 70,000 b/d in 2012 to 12.5 million b/d, with lower heating oil demand outweighing increases foreseen in OECD diesel demand. Having fallen by 80,000 b/d in 2011, gasoline demand is forecast to expand by 180,000 b/d in 2012, taking global gasoline consumption to 22.5 million b/d, IEA forecasts. Most of the growth is a result of rapidly expanding non-OECD incomes, as non-OECD gasoline demand is forecast to climb by 290,000 b/d to 8.7 million b/d. Demand will continue to contract in the mature OECD markets.

Oil is falling slightly on bad economic news

Falush July 4- Staff Writer for Rueters (Simon, UPDATE 8-Oil slides below $100, focus on grim economy)#SPS 
LONDON, July 4 (Reuters) - Benchmark oil prices fell back below $100 a barrel on Wednesday, after a sharp gain the previous day, as new evidence of grim economic conditions in Europe offset expectations of fresh stimulus measures. One day after surging more than 3 percent amid one of the biggest commodity-sector rallies ever, August Brent crude fell 91 cents to settle at $99.77 a barrel. NYMEX crude dipped 60 cents to $87.06 a barrel by 1745 GMT, with volumes thinned by the U.S. Independence Day holiday. Investors have flooded back into raw materials at the start of the third quarter, betting that beaten-down markets such as oil, copper and gold may fare better if central banks step up efforts to stoke the world economy. The European Central Bank is expected to cut its main refinancing rate to a record low below 1 percent at its policy meeting on Thursday. "After a strong rally yesterday, with the U.S. liquidity out of the market, the market is moving to a level that is easier to defend," Filip Petersson, an analyst at SEB in Stockholm, said. "I expect it to be a bit bearish, but a 1 percent fall after several days with several percent rises is not a big move." Brent has rallied nearly 12 percent since hitting its lowest price since 2010 two weeks ago, aided in part by rising tension over Iran's nuclear programme and the implementation of tough new European and U.S. sanctions. Data releases from across the globe continue to add weight to the view that the world economy is slowing. A survey of private Chinese service-sector firms showed their activity growing at the slowest rate in 10 months in June, while another survey revealed that Germany's services sector unexpectedly stagnated last month, ending an eight-month period of expansion. Investors are hoping for quantitative easing (QE) from the U.S. Federal Reserve, which could become more likely if there is weak nonfarm payrolls data on Friday. "If the data at the end of the week disappoint, it could increase the likelihood of QE, which would weaken the dollar and support growth," Gareth Lewis-Davies at BNP Paribas said. Iran has threatened to destroy U.S. military bases across the Middle East and target Israel within minutes of being attacked, Iranian media reported on Wednesday, as Revolutionary Guards extended test-firing of ballistic missiles into a third day. DEMAND OUTLOOK While the weak data was seen as a potential factor that could prompt stimulus policies, it was also seen as limiting the prospects for demand growth for commodities such as oil. Deutsche Bank and Societe Generale have lowered their 2013 Brent price outlooks on expectations of weak demand due to the gloomy economic climate. However U.S. crude oil stocks fell more than expected last week, according to data released by industry group the American Petroleum Institute on Tuesday, helping to support prices. Crude inventories tumbled by 3 million barrels in the week to June 29, well above the 1.9-million-barrel drawdown forecast by analysts, with Gulf Coast stocks off nearly 4.3 million barrels. Wednesday's U.S. holiday pushes back the U.S. Energy Information Administration's inventory data to 11 a.m. EDT (1500 GMT) on Thursday. Also supporting prices, a strike in Norway's oil sector has slowed shipments from the world's eighth-largest exporter, traders said, as unions and employers were due to meet in an attempt to put an end to the dispute over pensions. (Additional reporting by Ramya Venugopal and Jessica Jaganathan in Singapore; Editing by Jane Baird and Dale Hudson)

--Demand Will Decline

Impact inevitable – oil prices will collapse in 3 years 

Sheinin 12 (Yacov, President of Economic Models Ltd,  “Low oil prices rather than an embargo will hurt Iran most,” 1/24/12, Globes, http://www.globes.co.il/serveen/globes/docview.asp?did=1000718550&fid=4488)//PC

Where is the price of oil headed? The current high price of oil is due to strong demand by China in the past few years, which was not taken into account in global oil production planning in the late 1990s. China's demand for oil has tripled from three million barrels a day in 2000 to nine million today. Since 2005, with the rise in the price of oil and expectations of continuing growth in Chinese demand, oil exploration at every potential site has been greatly expanded. This process takes a long time - a decade is needed from the start of drilling to commercial production, but it is clear that when completed, there will be a large oil surplus. At the same time, in view of the rise in the price of oil to around $100 a barrel, immense efforts are being made to conserve oil through efficiency measures. This process also takes about a decade, and will likely result in a capping of global oil demand. OPEC is effective only when there is no surplus supply. Today, all the world's oil producers are operating at full capacity, except for Saudi Arabia, which is the sole controller of major quantities of oil reserves. When the surplus supply becomes large, the Saudis will be ineffective, and the OPEC cartel will collapse, just as it did in 1986-2005. During the 1981 oil crisis, conventional wisdom held that there was a chronic global oil shortage, which would cause prices to rise steadily over time. Instead, the price fell from $110 per barrel to $25 per barrel for almost 20 years, until 2005. In view of the lesson of that oil crisis, combined with current developments, I predict that, within three years, by 2015, there will an oil surplus of more than seven million barrels a day, and that the price of oil will fall accordingly. The price could fall to below $70 per barrel, and I would not be surprised if it temporarily fell to as low as $50. This prediction currently seems as hallucinatory as the predictions of 1981. The expected plunge in the price of oil in the coming years is the real sanction on Iran. When an oil surplus emerges, nothing will help it. Its oil revenues will shrink sharply and its very weak economy will teeter on collapse. It is hard to believe that it will be able to survive like North Korea, so it will be forced to stop developing the Bomb. 

Oil dependence decreasing now

The Economist 3-10 – a weekly news and international affairs publication (Washington D.C., “The new grease? How to assess the risks of a 2012 oil shock”, http://www.economist.com/node/21549949, Print Edition, March 10th, 2012, KTOP)
But the impact on growth and inflation in individual countries will differ. In America, a net importer which taxes fuel lightly, the standard rule is that a $10 increase in oil prices (which corresponds to a 25-cent rise in the price of petrol) knocks around 0.2% off output in the first year and 0.5% in the second year. That would slow, but hardly fell, an economy that is widely expected to grow by more than 2% this year. There are in any case several reasons why America may be more resilient to dearer oil than in recent years. The jump in petrol prices has been far smaller than in 2011 or 2008. Rising employment gives consumers more income with which to pay for fuel. And America’s economy is becoming ever less energy-intensive, and less dependent on imports. Oil consumption has fallen in the past two years, even as GDP has risen. Americans are driving less, and they are buying more fuel-efficient cars. Net oil imports are well below their 2005 peak, which means more of the money Americans spend on costlier oil stays within its borders. The development of copious amounts of natural gas means gas prices have plunged. That, coupled with an unusually mild winter, has kept bills for home heating unusually low. In January the share of consumers’ spending on energy products was the second-lowest in 50 years. These factors do not imply that America is impervious to spiking oil, but they do suggest the impact of price rises to date will be modest.

Oil Prices declining slightly, but uncertainty exists

AP 12 (Oil prices retreat as Iran tensions simmer July 4, 2012, http://www.cbsnews.com/8301-505123_162-57466341/oil-prices-retreat-as-iran-tensions-simmer/)#SPS

(AP) SINGAPORE - Oil prices fell to below $87 a barrel Wednesday in Asia, giving back some of the big gain from the previous day amid growing tension between Iran and Western powers. Benchmark oil for August delivery was down 99 cents at $86.67 a barrel at late afternoon Singapore time in electronic trading on the New York Mercantile Exchange. In London, Brent crude for August delivery was down 98 cents at $99.70 per barrel on the ICE Futures exchange. The contract jumped $3.91 to close at $87.66 in New York on Tuesday after Iran said it test-fired several ballistic missiles in war games exercises. The acting commander of Iran's Revolutionary Guard told state TV that the tests were a response to the refusal by Israel and the U.S. to rule out military strikes to stop Iran's nuclear program. A European Union ban on Iranian oil came into full effect July 1, and analysts expect the sanctions to cut the crude exports of Iran, OPEC's second-largest producer. The U.S. military has recently doubled the number of minesweepers in the region, giving it greater flexibility to counter any Iranian effort to mine the Strait of Hormuz at the mouth of the Persian Gulf, where about a fifth of the world's oil supply passes. The latest U.S. supply data suggest demand may be improving. The American Petroleum Institute said late Tuesday that crude inventories fell 3 million barrels last week while analysts surveyed by Platts, the energy information arm of McGraw-Hill Cos., had predicted a drop of 2 million barrels. Inventories of gasoline fell 1.4 million barrels last week, the API said. The Energy Department's Energy Information Administration reports its weekly supply data Thursday. Trading volume was light because markets in the U.S. were open for only a half-day Tuesday and will be closed Wednesday for the Independence Day holiday. Crude has jumped from $77 last week amid optimism that European leaders are making progress toward stabilizing the region's debt and economic crisis. Investors have brushed off recent signs that the global economy is slowing and fueled a rally in stocks and commodities so far this week. "While markets have reacted favorably to the news following the EU leaders summit, a definitive resolution to the problems in Europe is still a long way off," National Australia Bank said in a report. "The global growth outlook has started to look a little shakier following a recent run of sluggish economic indicators." In other energy trading, heating oil was down 3 cents at $2.73 per gallon while gasoline futures fell 2 cents at $2.70 per gallon. Natural gas gained 1 cent at $2.91 per 1,000 cubic feet.

--Volatility Low
Oil volatility is at a 5 year low

Reuters 6-26 (CBOE Oil Volatility Index falls to five-year low, NEW YORK, April 26)#SPS 

 (Reuters) - The Chicago Board Options Exchange's Oil Volatility Index fell to its lowest level in nearly five years on Thursday at 24.99 percent. The index represents implied volatility in U.S. crude oil futures and is a mathematical measurement of traders' perceptions of risk in the oil markets. The index is based on trade in the U.S. Oil Fund, which is invested in the U.S. crude oil futures market on the New York Mercantile Exchange over various months, but heavily weighted towards the prompt month. The current downtrend in the index dates back to April 11, when the index peaked at 31.79 percent.

*LOW Oil Prices Bad*
--Recession
Low oil prices are bad news- recession

Tverberg  12- writer and speaker about energy issues. She is especially known for her work with financial issues associated with peak oil. (Gail, “Why Low Oil Prices Indicate the World is Heading for a Recession,” 01 July 2012, https://www.google.com/search?sugexp=chrome,mod=13&sourceid=chrome&ie=UTF-8&q=Canada+and+low+oil+prices)#SPS 

Are lower oil prices good news? Not really, if it means the world is sinking into recession. We know from recent past experience and from common sense that higher oil prices are a drag on oil importing economies, since if more $$$ are spent on the same amount of oil, there is less to spend on discretionary goods and services. In addition, oil money sent to oil exporting countries is likely to be spent within those economies, rather than being reinvested in the oil importing company that the funds came from. A rough calculation based on 2012 BP Statistical Review data indicates that the combination of the EU-27, the United States, and Japan spent a little over $1 trillion dollars in oil imports in 2011–roughly the same amount as in 2008. Governments have been running up huge deficits and have been keeping interest rates very low to cover up this damage, but it is hard to make this strategy work. The deficit soon becomes unmanageable, as the PIIGS (Portugal, Italy, Ireland, Greece, and Spain) countries in Europe have recently been recently been discovering. The US government is facing automatic spending cuts, as of January 2, 2013, because of its continuing deficits. Furthermore, lower interest rates aren’t entirely beneficial. With low interest rates, pension funds need much larger employer contributions, if they are to make good on their promises. Retirees who depend on interest income to supplement their Social Security checks find themselves with less income. The lower interest rates don’t necessarily have a huge stimulatory impact on the economy, either, if buyers don’t have sufficient discretionary income to buy the additional services that new investment might provide. Below the fold, we will discuss what is really happening with oil prices, and consider reasons why lower oil prices may be a signal that the world is again headed for deep recession. Oil Supply is Not Rising Enough The big issue is that oil supply is not rising enough–and hasn’t been for a long time. When oil supply doesn’t rise fast enough, there are two opposite effects that can take place: (1) The most common effect is that prices will go higher. This can be seen in the upward trend in prices in the last eight years. (2) The other effect is that prices can drop quite sharply, as they did in late 2008. This happens when parts of the world are entering recession, and their demand is decreasing. It seems to me that this second effect may be happening this time around, as well. The down-leg we are seeing in the prices may have farther to go, as the recession plays out. One Problem Area: PIIGS Oil Consumption is Declining If we look at three-year average growth rates for the PIIGS, we find that there is a close correlation between oil growth, energy growth, and GDP growth. Furthermore, in recent years, a growth (or drop) in energy use seems to proceed a growth (or drop) in GDP. Not all of this energy is oil, but for the PIIGS countries, even natural gas is a relatively high-priced import. Recently, oil consumption has been declining sharply, which could imply further economic contraction. Furthermore, data from the Joint Organizations Data Initiative (JODI) shows that recent PIIGS oil demand is down even more. Comparing oil demand for February-April 2012 with February-April 2011, demand is down by 10% for the five PIIGS countries combined. This would suggest that these countries are sliding more deeply into recession. US Oil Consumption Is Also Shrinking US oil consumption is also shrinking. US oil consumption shrank by 3.2%, comparing the first four months of 2012 with a similar period of 2011. This is concerning, because based on Figure 5, it looks much like a repeat of the pattern that took place in the 2005 to 2009 time period. Oil consumption was stable during the period 2005 through 2007, then dropped in early 2008 by an amount not too different from the decrease in oil consumption from 2011 to 2012. The bigger step-down in oil consumption came in 2009, after oil prices dropped, and the follow-on effects (reduced credit availability, layoffs) had started. Now oil consumption has been relatively stable in 2009 to 2011, but there has been a step down in consumption in 2012, similar to the step-down in early 2008. If Oil Prices Stay Down, or Drop Further, Not All Oil is Economic Oil prices make a difference in a company’s willingness to drill new wells. For example, oil sands production in Canada is quoted as being not economic below $80 barrel, and the West Texas Intermediate price is below that level today. In most instances, existing production will be continued, but new production will be stopped. There are quite a few other types of oil extraction elsewhere (for example, arctic extraction, new very small fields, very deep oil wells, steam extraction outside Canada) that may not be economic at lower prices. Saudi Arabia makes frequent statements about offering its production to keep prices down, but if a person looks at production patterns in the past few years, they have been highest when oil prices have been highest. Production has dropped as oil prices drop. So a rational person might conclude that oil wells which cannot be operated continuously (of which there are some in Saudi Arabia) tend to be operated when prices are highest, and turned off when prices are lower, thus maximizing profits. As oil prices drop this time around, we can expect Saudi Arabia and others to find excuses to save production until prices are higher. Countries exporting oil depend on the revenue from the sale of oil, plus taxes on this revenue, to help support country budgets. As oil prices drop, governments find themselves with less money to fund promised public welfare programs. This dynamic can cause lower oil prices to lead to political instability in some oil exporting nations. Thus, any drop in oil prices tends to be self-correcting, but not until oil production drops, prices of other commodities drop, and many workers have been laid off from work. We saw in 2008-2009 that this kind of recession can be very disruptive. What’s Ahead? We can’t know for certain, but the big issue is chain reactions, as one problem causes other problems around the globe. We are dealing with an interconnected international economy. If countries are in financial difficulty, their banks are likely to be downgraded as well. Other banks hold debt of the bank, or of the country in difficulty, or derivates relating to a possible default of the country or bank. If default occurs, these other banks may be affected as well. Thus one default may start a chain of defaults. Banks that are facing difficulty (inadequate capital, poor ratings), are likely to become more selective in their lending. This makes it even more difficult for small businesses to obtain loans, and may lead to layoffs. A country which appears to be near default is likely to face higher interest rates, making its cost of borrowing higher. The higher interest costs, by themselves, push the country closer to default. One of the issues with high oil prices is that the higher prices, especially among oil importers, give rise to a kind of systemic risk that affects many kinds of businesses simultaneously. High oil prices tend to do several things at once: lower the real growth rate, make it more difficult to repay loans, and increase the unemployment rate. All of these issues make it more difficult for governments to function, because governments play a back up role. If workers are laid off from work, governments are expected to compensate laid-off workers at the same time they are collecting less in taxes and bailing out distressed banks. This type of systemic risk leads to the possibility of multiple government failures. Promises of Future Oil Capacity Growth Aren’t Very Helpful We keep reading articles claiming that world oil production will grow by some large amount by some future date. One of the latest of these is by Harvard Kennedy School researcher (and former oil company executive) Leonardo Maugeri, called Oil: The Next Revolution. According to the report, “Oil production capacity is surging in the United States and several other countries at such a fast pace that global oil output capacity is likely to grow by nearly 20 percent by 2020, which could prompt a plunge or even a collapse in oil prices”. Even if the forecast were true (which I am doubtful), the problem is that this is simply too little, too late. We have been having oil supply problems for quite some time–since the 1970s. The rate of oil supply growth keeps ratcheting downward, and the world keeps trying to adapt, with recessions to show for its efforts. (James Hamilton has shown that 10 out of 11 recent recessions were associated with oil price spikes.) We don’t have time to wait until 2020 to see whether the supposed additional capacity (and production) will actually materialize. We have a problem right now. The downturn in oil prices and the reduction in demand in the US and PIIGS is looking more and more like the current oil price spike (of 2011 and early 2012) may give rise to yet another recession. Based on our experience in 2008-2009, and our difficulties since then, this recession may be severe. 

--Russia

Low oil prices will be the road to a new crisis

Shiryaevskaya and Powell 09 – Staff Writers for the Platts Oilgram Price Report (Anna and William, “Low oil prices threaten investment: Putin,” January 30, 2009, Market by Market; Pg. 14 Vol. 87 No. 20, Lexis)#SPS
Russian Prime Minister Vladimir Putin has warned that the sharp decline in oil prices may lead to lower investment in oil projects and a fall in output, which could drive "a new unruly increase" in prices once the economic recovery starts. "It will be a road to a new crisis," Putin said at the opening of the World Economic Forum in Davos, Switzerland, late January 28, according to a transcript of his speech posted on the Russian government web site. "Today's sharp decline in prices may lead to the growth of irrational consumption of resources," he said while also warning of cuts in investments in energy saving and alternative energy sources. Putin called for a return to "balanced" prices based on demand and supply, and the removal, as far as possible, of speculative factors from crude pricing. In his speech, Putin also reiterated his country's call for new international legislation on energy security, calling the existing Energy Charter an ineffective tool. "Even countries that signed and ratified it do not abide by its principles," he said. "Three years ago, at a summit of the Group of Eight, we called for the shared responsibility of suppliers, consumers and transit countries. I think it is time to launch truly effective mechanisms ensuring such responsibility." "The only way to ensure truly global energy security is to form interdependence, including a swap of assets, without any discrimination or dual standards. It is such interdependence that generates real mutual responsibility. Unfortunately, the existing Energy Charter has failed to become a working instrument able to regulate emerging problems. I propose we start laying down a new international legal framework for energy security...consumers and producers would finally be bound into a real single energy partnership based on clear-cut legal foundations." Russia has signed the Energy Charter treaty but not ratified it, unlike Ukraine and European Union member countries. Putin also raised the issue of energy transit, following the recent gas dispute between Russia and Ukraine, the main transit route for Russian gas to Europe, which led to a two-week disruption in gas supply to European consumers at the start of the year. He said market transit tariffs, diversification of transportation routes and the development of LNG trade could raise the security of energy supplies.

--Alternative Energy
Low oil prices kill alternative technologies

Macalister 09 – Staff Writer for Canberra Times (Australia)(Terry, “Cheap oil douses enthusiasm for renewables,” January 3, 2009 Saturday, Lexis)#SPS

Low oil prices and the credit crunch are threatening to stall the green revolution. The value of crude has dropped from a summer high of nearly $US150 a barrel to below $US40, taking the wind out of the sails of turbine manufacturers and others trying to build low-carbon alternatives. Founder and executive chairman of Solarcentury, Jeremy Leggett, said, "Talk of the death of renewables is premature but clearly big solar farms and wind projects are being cancelled. Everything is suffering in the current climate but it's my contention that the low oil price is a temporary thing and the growth of renewables will resume." The chief executive of information provider New Energy Finance, Michael Liebreich, said his leading index of clean-technology companies had fallen from a high of 450 points 12 months ago to 175 points, hit by a triple whammy of lower oil prices, higher costs of capital and fear of more speculative start-up businesses. But he, too, was confident that the sector could bounce back. "There was no doubt that there was a certain amount of irrational exuberance over the low-carbon economy. No industry in history has kept up the kind of 40 per cent compound growth rates being ascribed to clean tech so share prices had run up too far and it was time for a correction." Clean-tech and renewables stocks have been struggling with more than just sentiment. Indian-based wind turbine manufacturer Suzlon Energy, which has seen its share price plunge by 90 per cent this year, has also been hit by malfunctions and the kind of teething problems it says is are inevitable with new types of technology. Wind developers in the US have been cutting back in the face of tough new conditions. FPL Group, the US's largest wind-power operator, is cutting its spending this year by nearly a quarter to $US5.3billion ($A7.6billion) and new wind-power generation from 1500 to 1100MW. Confidence in the sector has also been rattled by T.Boone Pickens, a veteran oil man who delighted environmentalists with a very public conversion when he promised to build the world's largest wind farm in Texas. He slammed on the brakes in November on the basis that lower oil prices had changed the economics of a scheme that would have powered 1.3 million homes. However, the US wind sector has generally been faring better than the British one, thanks to tax breaks. Shell and BP have made it clear they are no longer interested in pursuing British farms when the investment numbers stack up much better across the Atlantic. The decision by Shell to pull out of the London Array wind farm was a particular blow to British confidence. The project has been billed as the biggest offshore scheme of its kind in the world but the oil company said the margins were too thin, leaving E.ON of Germany and Dong Energy of Denmark to go it alone. The chief executive of Q-Cells, the world's largest manufacturer of solar cells, Anton Milner, cut earnings forecasts recently after being hit by what he described as a "flood" of cancellations from developers of solar-power projects struggling to raise finance. The US manufacturer Evergreen Solar has since delayed a $A1.15billion new factory in Asia that would have manufactured enough solar cells to power a city of 500,000 people. But most industry figures are convinced that though the threat of global recession is slowing down the industry, the future remains bright enough, especially with a new figure taking over the White House.

Low oil prices destroys long-term alternative energy transition 

Aydin and Acar 11 (Levent Aydin – PhD in economics from Faculty of Political Sciences, University of Ankara, works in Ministry of Energy and Natural Resources, General Directorate of Petroleum Affairs, and Mustafa Acar – Kirikkale University, “Economic impact of oil price shocks on the Turkish economy in the coming decades: A dynamic CGE analysis,” 1/21/11, http://www.sciencedirect.com.proxy.lib.umich.edu/science/article/pii/S0301421511000103)//PC 

The low oil price scenario is based on the assumption that greater competition and international cooperation will prevail, facilitating coordination and cooperation among exporting and importing regions. This will help to improve the political and ﬁscal regimes in those countries as well. In this scenario, nonOPEC oil producers are assumed to develop ﬁscal policies and investment regimes that encourage private-sector participation in the development of their domestic resources. OPEC is assumed to increase its production levels, providing above 40% of the world oil supply by 2020. Thanks to the availability of low-cost resources in both OPEC and non-OPEC countries, prices will be stabilized at much lower levels: i.e., at $51 per barrel. This will reduce the incentive for importing countries to invest in unconventional oil production as much as they do in the reference case (EIA, 2010). 

High oil prices force a transition to renewables
Kremmidas 11 – Chief Economist at the Canadian Chamber of Commerce (Tina, “The Impact of Oil Prices on the Canadian Economy,” June 2011, The Canadian Chamber of Commerce, http://www.chamber.ca/images/uploads/Reports/2011/1106OilPrices.pdf)#SPS 

 “At its worst, the danger is circular, with dearer oil and political uncertainty feeding each other. Even if that is avoided, the short-term prospects for the world economy are shakier than many realise. But there could be a silver lining: the rest of the world could at long last deal with its vulnerability to oil and the Middle East. The to-do list is well-known, from investing in the infrastructure for electric vehicles to pricing carbon. The 1970s oil shocks transformed the world economy. Perhaps a 2011 oil shock will do the same—at less cost.”
*HIGH Oil Prices Bad*
--Recession
High oil prices could push the global economy into decline

Kremmidas 11 – Chief Economist at the Canadian Chamber of Commerce (Tina, “The Impact of Oil Prices on the Canadian Economy,” June 2011, The Canadian Chamber of Commerce, http://www.chamber.ca/images/uploads/Reports/2011/1106OilPrices.pdf)#SPS 

WTI is expected to average in the $95 to $105 per barrel range in the next two years (up from $79.40 per barrel in 2010), assuming no further escalation in geopolitical tensions. “At oil prices close to $100 per barrel, the economic models predict that it would only have a modest dampening impact on the global economy. However, the fallout could be greater this time around, given the vulnerability of the world economy to shocks at the moment.” 10 Prices could fall below our forecasted range if steps taken by China and other fast-growing emerging market economies to temper their expansion and rein in inflationary pressures produce a “hard landing,” removing a crucial pillar of support for global oil demand and prices. As noted at the start, if geopolitical unrest spreads to major-oil producing countries (Saudi Arabia and Iran), crude oil prices could rise signiﬁcantly and overall economic activity could slow and possibly head into reverse. It would all depend on how much oil production was lost and for how long. We do not foresee this as the most likely outcome. 

--Russia
Low Oil Prices Key To Russia’s Growth- Capital Economics

RTTNew 3-7 – A Global News Wire agency (“Low Oil Prices Key To Russia's Growth: Capital Economics,” 3/7/2012, http://www.rttnews.com/1835939/low-oil-prices-key-to-russia-s-growth-capital-economics.aspx)#SPS
 (RTTNews) - Lower oil prices can boost Russia's growth in a meaningful way in the coming years, as the revenue from oil exports has been allowing the government to abstain from engaging in policy reforms, Capital Economics Emerging Markets Economist Liza Ermolenko said Tuesday. The firm estimates that if oil prices drop to around $85 per barrel by the year-end as expected, it would improve Russia's medium term growth outlook. The consequent fall in export revenues may result in the budget deficit widening to 4.5 percent of GDP and the current account balance slipping to a deficit of 1 percent of GDP this year from last year's 5 percent surplus. Under such circumstances, the government would be forced to take up reforms aimed at wider economic growth, Ermolenko wrote. Russia's growth has been hampered during the past decade as benefits of higher oil prices made governments hesitant to engage in political and economic reforms. Such benefits also created an illusion of good government policies, and concealed shortfalls in Russia's growth model and its ailing public finances. In the 1970s, when benefits of a sharp increase in oil prices prevented the government from taking up reforms performance of all sectors other than the oil industry, most importantly agriculture, steadily deteriorated throughout the decade. Ermolenko observed that all major economic reforms in the past took place when oil price was hovering around $30 per barrel, but the government's appetite for reform usually receded when the price rose again. High oil prices have held back any meaningful change in policy and dashed the hopes for a shift to a new investment-led growth model, the economist added. 
*Oil Shocks Bad*
Oil Shocks and recessions go together- empirics prove

CARMICHAEL  11-  Report on Business's correspondent in Washington. He has covered finance and economics for a decade, mostly as a reporter with Bloomberg News in Ottawa and Washington. (Kevin, 'More often than not, a spike like this is debilitating' The Globe and Mail (Canada), February 25, 2011, Lexis)#SPS 

Oil shocks and recessions go together. Spikes in the cost of crude were followed by economic downturns in the United States in the each of the decades following the Second World War. Many of those price surges were related to geopolitical events such as the Iran-Iraq War. It's little wonder then that the situation in Libya, a member of the Organization of the Petroleum Exporting Countries, is making many people nervous. "More often than not, a spike like this is debilitating," said Peter Hall, chief economist at Export Development Canada in Ottawa. Economies can handle elevated oil prices if there's elevated demand to match. With the United States, Europe and Japan struggling to find their feet after deep recessions, the global economy probably isn't strong enough to absorb a return to 2008's record prices of almost $150 (U.S.) a barrel. For now, there's reason to be optimistic the worst case will be avoided. There's plenty of supply: 96 days of the world's total daily consumption, the most in a couple of decades, according to Mr. Hall. Saudi Arabia, which has spare supply of four to six million barrels a day, has indicated that it is ready to replace any lost production from Libya, which pumps about 1.6 million barrels a day. Nor is the economy as weak as it was in 2008. Record oil prices certainly played a part in the Great Recession, but probably weren't as important as the collapse of the housing market and the bankruptcy of Lehman Brothers. China and other emerging markets are still growing at a good pace, buoying global trade. World industrial production is at a record. That's not to say oil prices at $100 won't have an effect. To the extent that gasoline prices rise, consumption of other goods will suffer. "Anything that will affect demand will cause an economic slowdown," said John Curtis, a distinguished fellow at the Waterloo, Ont.-based Centre for International Governance Innovation. And if the unrest spreads to bigger producers such as Saudi Arabia, all bets are off. But unless that happens, the recovery probably will endure. "While the current pace of price appreciation is unsustainable, the current level is not an economy killer, at least not in the current economic context," said Stéfane Marion, chief economist at National Bank Financial in Montreal. ***** 1. OPEC Embargo, 1973-1974 OPEC's Arab members stopped oil shipments to the United States and other allies of Israel, contributing to a 7.5-per-cent decline in global production. The U.S. economy contracted at an annual rate of 2.5 per cent between the first quarter of 1974 and the first quarter of 1975. 2. Revolution and War, 1978-1981 Iran's revolution and Iraq's subsequent attack caused price spikes that fuelled two recessions. Iranian production fell the equivalent of 7 per cent of global output from October, 1978, ro the Shah's flight to the U.S. in January, 1980, spurring U.S. recession in the first half of 1980. Iran was pumping oil at about half of prerevolutionary levels when Iraq invaded in September, 1980. The loss in supply from the two countries was 6 per cent of the global total. The economy contracted at an annual rate of 1.5 per cent over 12 months starting in 1981's second quarter. 3. First Persian Gulf War, 1990-1991 Iraqi production was back at levels of the late 1970's when Saddam Hussein invaded Kuwait in August, 1990. The price of crude oil doubled within a few months as output equivalent to 9 per cent of the global total was lost. Saudi Arabia used its reserves to restore supplies by November. GDP declined at an annual rate of 0.1 per cent over the 12 months starting in the third quarter of 1990. 4. Demand shock, 1999-2000 Oil prices were around $10 (U.S.) a barrel at the end of 1998, reflecting a lack of demand after the Asian financial crisis of the previous year. OPEC and other big producers such as Mexico and Norway agreed in March, 2009, to cut daily crude supply by 7 per cent to end a glut. The effects of the Asian crisis weren't as severe as anticipated, and demand rallied, forcing the U.S. to pressure Saudi Arabia and other producers to reopen the taps. The 10th U.S. recession since the Second World War began in March, 2001. 5. Supply shock, 2007-2008 Oil prices surged independent of a major geopolitical event. Crude prices shot to a record of around $147 a barrel in July, 2008, mostly because supply failed to keep pace with the rise of China and other emerging markets. Chinese demand alone increased by 840,000 barrels a day between 2005 and 2007, yet global production actually tumbled after 2008. GDP fell at a rate of 0.7 per cent between the fourth quarter of 2007 and 2008's fourth quarter.

*Volatility Bad*
Oil price volatility collapses international trade – internal link turns their impact  

Chen and Hsu 12 (Shiu-Sheng Chen – PhD in economics from the University of Wisconsin-Madison, assistant professor in the Department of Economics at the National Taiwan University, Kai-Wei Hsu – Department of Economics at the National Taiwan University, “Reverse globalization: Does high oil price volatility discourage international trade?,” 1/25/12, http://www.sciencedirect.com.proxy.lib.umich.edu/science/article/pii/S0140988312000060)//PC
It is argued that uncertainty arising from oil price volatility may reduce international trade ﬂows because it raises the risks faced by both importers and exporters. The impacts of oil price ﬂuctuations on global trade ﬂows can be understood by the uncertainty channel. Fluctuations in oil prices may create uncertainty about the future path of the oil price, causing consumers to postpone irreversible purchases of consumer durable goods, and also causing ﬁrms to postpone irreversible investments. The reduction in domestic consumption and investment expenditures implies a reduction in aggregate demand, and thus reduces international trade. 1 Hence, oil price uncertainty may thus reverse globalization. This paper empirically examines whether higher oil price volatility discourages international trade and thus causes deglobalization. Recent hikes and ﬂuctuations in oil prices since 1999 have attracted attention and invoked concerns about their devastating effects on a variety of economic activities. The wide variability of oil prices is shown in Fig. 1, which plots the monthly world average oil price from 1957:M1 to 2011:M6. At the end of the 1970s, the price of oil reached around $40/ barrel and then started to ﬂuctuate. From 1999, oil prices began to rise again, especially after 2001, and climbed to record highs (around $133/barrel) in 2008. They fell back to $40/barrel by the end of 2008, and then continued to rise thereafter. Moreover, it can be observed that oil prices began to swing widely in the mid-1980s and continued to until recently. As described in McNally and Levi (2011), “…from the late 1970s until just a few years ago, following the price of gasoline was like riding the Disney World attraction, It's a Small World: a shifting but gentle, basically unremarkable experience. But over the past few years, it has felt more like Space Mountain: unpredictable, scary, and gut-wrenchingly uneven.” It has been shown that the dramatic rise in oil prices during the 1970s was associated with subsequent economic downturns. 2 Although there is some debate as to whether oil price shocks are the main cause of recessions, 3 Hamilton (2009b) asserts that the latest surge in oil prices between June 2007 and June 2008 was an important factor that contributed to the economic recession that began in the US in 2007:Q4. Moreover, a number of recent studies show that oil price shocks have signiﬁcant effects on a variety of domestic economic activities. An increase in oil prices has a signiﬁcant negative impact on GDP growth and contributes to a higher inﬂation rate for most countries (see Hamilton, 2009a; Cologni and Manera, 2008; Lardic and Mignon, 2008). Finally, Ordonez et al. (2011) show that the oil price shock is an important driving force of the cyclical labor adjustments in the US labor market, and the job-ﬁnding probability is the main transmission mechanism of such a shock. Other than examining the adverse impacts on the domestic economy, it is also of interest to consider the impacts of spikes and volatility in oil prices from a global perspective. For example, Rubin (2009) argues that expensive oil makes the world become increasingly localized, and will eventually cause the end of globalization. As globalization was dependent on cheap transport, which in turn was dependent on cheap fuel, it is argued that peak oil may reverse globalization. As higher energy prices are impacting transport costs at an unprecedented rate, the cost of moving goods may become the largest barrier to global trade. Moreover, sluggish output growth and high inﬂation dampen import demand, and thus decrease international trade ﬂows. Finally, the central bank may tighten monetary policy to offset the inﬂationary pressure, which results in an increase in interest rates and a further dampening of domestic demand for imports, leading to a decline in global trade. Several previous studies have shown that oil price shocks affect international trade. Theoretically, Backus and Crucini (2000) consider an international stochastic growth model incorporating a third country that sells oil. They document that oil price shocks play a substantial role in explaining changes in the terms of trade in major industrialized countries after the collapse of the Bretton Woods system. Bridgman (2008) constructs a vertical specialization trade model with an energy-using transportation sector to investigate how oil prices affect global trade via changes in transport costs. Empirical evidence provides strong support for the view that oil price shocks have impacts on global economic activity. Using data from Germany, Lutz and Meyer (2009) ﬁnd that an improvement in international competitiveness limits the negative impacts of increased oil prices. Kilian et al. (2009) show how different oil price shocks (demand and supply shocks) have impacts on several measures of oil exporters' and oil importers' external balances such as the oil trade balance, the nonoil trade balance, the current account, capital gains, and changes in net foreign assets. Korhonen and Ledyaeva (2010) use vector autoregressive (VAR) models to examine the impact of oil price shocks on both oil-producing and oilconsuming economies. For oil exporters, although they beneﬁt from high oil prices directly, they are also hurt by the indirect effects of positive oil price shocks, as countries importing oil will have lower growth and lower import demand, which then curtails the oil producers' exports. As for oil importers, they are hurt directly by positive oil price shocks, but may receive indirect beneﬁts via higher demand from the oil exporters. That is, some of the additional revenues from rising oil prices for oil exporters may be used to increase imports from the rest of the world, helping to stabilize oil-importing countries. Finally, AbuBader and Abu-Qarn (2010) implement a battery of tests for structural breaks and ﬁnd that oil shocks played the main role in determining the changes in trade ratios in the 1970s. Regarding the impact of oil price volatility on economic activity, it has been shown in Ferderer (1996) that empirically, oil price variability has an adverse impact on aggregate output. Sadorsky (1999) estimates a VAR model and provides evidence that oil price volatility shocks play an important role in affecting real S& P 500 stock returns. Sadorsky (2003) shows that the conditional volatilities of oil prices have a significant impact on the conditional volatility of US technology stock prices. Guo and Kliesen (2005) present evidence that a volatility measure of oil prices has a negative and signiﬁcant effect on future gross domestic product growth over the period 1984–2004. Henriques and Sadorsky (2011) investigate how oil price volatility affects the strategic investment decisions of a large panel of US ﬁrms, and show that there is a U-shaped relationship between oil price volatility and ﬁrm investment. Elder and Serletis (2010) estimate a bivariate GARCH-in-mean VAR, and ﬁnd evidence that volatility in oil prices has had a negative and statistically signiﬁcant effect on several measures of investment, durables consumption, and aggregate output. However, there are few previous empirical studies on oil price volatility and its impacts on international trade. To ﬁll this gap, this paper empirically investigates whether the spikes, and in particular the ﬂuctuations, in oil prices discourage international trade. To the best of our knowledge, this paper is the ﬁrst attempt to examine the impacts of oil price volatility on international trade using a large panel data set with 84 countries from 1984 to 2008. We ﬁrst use a structural VAR model with new identiﬁcation assumptions proposed by Kilian (2009) to identify three different structural innovations in the crude oil market: oil supply shock, global aggregate demand shock, and oil-market-speciﬁc demand shock. We then show that the increase in oil prices due to oil supply shocks discourages trade while the increase in oil prices due to oil-speciﬁc demand has positive impacts on trade. The impacts of a positive global aggregate demand shock are negative but insigniﬁcant. Moreover, we compute three different measures of oil price volatility using daily oil future price data: standard deviation, realized volatility, and conditional variance from a GARCH model. We then examine the impacts of oil price uncertainty on international trade. Strong evidence is found that higher oil price ﬂuctuations cause a decline in international trade, which is robust to alternative measures of oil price ﬂuctuations. We have also shown that such a negative impact is prominent for net oil importers, while an insigniﬁcant effect of oil price volatility for net oil exporters exists. Finally, we ﬁnd somewhat weak evidence that for net oil importers, energy efﬁciency help mitigate the negative impacts of oil price volatility on international trade. In sum, we thus conclude that oil price ﬂuctuations hurt globalization. 

Oil price volatility inhibits international trade

Chen and Hsu 12 (Shiu-Sheng Chen – PhD in economics from the University of Wisconsin-Madison, assistant professor in the Department of Economics at the National Taiwan University, Kai-Wei Hsu – Department of Economics at the National Taiwan University, “Reverse globalization: Does high oil price volatility discourage international trade?,” 1/25/12, http://www.sciencedirect.com.proxy.lib.umich.edu/science/article/pii/S0140988312000060)//PC
This paper investigated whether high oil price volatility causes reverse globalization, i.e., whether or not oil price ﬂuctuations discourage international trade. Using a large annual panel data set covering 84 countries all over the world from 1984 to 2008, we found strong evidence that oil price volatility does decrease global trade ﬂows. We have also considered different structural oil price shocks following Kilian (2009)'s approach. The evidence suggests that the increase in oil prices due to oil supply shocks has a signiﬁcantly negative effect on international trade. On the other hand, positive oil-speciﬁc demand shocks cause higher trade ﬂows. We further divide the data set into two categories, net oil exporters and net oil importers, to see whether the oil price volatility international-trade nexus changes for different types of countries. We show that for net oil-importing countries, the negative impacts on trade from oil price ﬂuctuations are statistically signiﬁcant, while an insigniﬁcantly positive impact is found for oil-exporting countries. The main empirical ﬁndings are robust to different measures of globalization (trade, exports, or imports) and different data frequency. Moreover, it is found that energy efﬁciency is unable to mitigate the negative impact of oil price volatility on international trade ﬂows for oil importers. Our quantitative examination thus concludes that oil price ﬂuctuations hurt globalization. 

**Other**

Strategic Oil reserves solve
Strategic Oil reserves act as a buffer on their impacts

Kremmidas 11 – Chief Economist at the Canadian Chamber of Commerce (Tina, “The Impact of Oil Prices on the Canadian Economy,” June 2011, The Canadian Chamber of Commerce, http://www.chamber.ca/images/uploads/Reports/2011/1106OilPrices.pdf)#SPS 

Today’s oil market has plenty of buffers. There are almost 4.3 billion barrels of oil—of which 1.5 billion barrels are held by governments and the remainder by private industry—held globally in strategic reserves (equivalent to 93 days of forward demand) that could be used to help offset the impact of signiﬁ cant supply disruptions. 11 “At its worst, the danger is circular, with dearer oil and political uncertainty feeding each other. Even if that is avoided, the short-term prospects for the world economy are shakier than many realise. But there could be a silver lining: the rest of the world could at long last deal with its vulnerability to oil and the Middle East. The to-do list is well-known, from investing in the infrastructure for electric vehicles to pricing carbon. The 1970s oil shocks transformed the world economy. Perhaps a 2011 oil shock will do the same—at less cost.”

No Mid-East Reliance

US not as reliant on Middle East oil—other countries solve Saudi dependence

Flintoff, 12 (Corey Flintoff—foreign correspondent for NPR, “Where Does America Get Oil? You May Be Surprised,” 12 April 2012, http://www.npr.org/2012/04/11/150444802/where-does-america-get-oil-you-may-be-surprised, MH)

Since the Arab oil embargoes of the 1960s and 70s, it's been conventional wisdom to talk about American dependence on oil from the Persian Gulf. But the global oil market has changed dramatically since then. Today, the U.S. actually gets most of its imported oil from Canada and Latin America. And many Americans might be surprised to learn that the U.S. now imports roughly the same amount of oil from Africa as it does from the Persian Gulf. African imports were a bit higher in 2010, while Persian Gulf oil accounted for a bit more last year. Where The U.S. Gets Its Oil Desert Kingdoms Versus The Great White North Canada is far and away the biggest purveyor of crude to its southern neighbor, hitting a record 2.2 million barrels a day last year as its share of the U.S. market grew by 12 percent. Energy expert Robert Rapier says the take-away for Americans may be "marry a Canadian," because he or she will be a citizen of an increasingly rich country. "Their budget looks good, and they're sitting on top of tremendous reserves," he says. Saudi Arabia is a distant second, providing the U.S. with barely half as much crude as Canada. Other Persian Gulf countries also contribute to U.S. oil imports, but make up a relatively small share overall. "People have tended to exaggerate how much oil we imported from the Middle East," says John Duffield, an energy expert and professor of political science at Georgia State University. "In the long term, it may look like a historical anomaly that the U.S. became so involved in the Persian Gulf," he adds. Producers Become Users In terms of U.S. imports, Mexico is close behind Saudi Arabia in third place. Mexican imports did fall by more than 4 percent last year, partly because Mexico's oil production has been declining and partly because Mexican consumers are demanding more oil for their own use in an increasingly middle-class country. It's a familiar story among oil-producing countries: As they become wealthier, they consume more of their own oil, says Rapier. Although Venezuelan President Hugo Chavez is no fan of the United States, his country is still a big contributor to America's oil imports. That's at least partly because the economics of shipping Venezuelan oil across the Caribbean are so much more attractive than hauling it to other markets, such as Europe. But Venezuela's exports to the United States fell by 5 percent last year, dropping to the lowest level in two decades. Rapier says that's because Chavez's government has been neglecting its oil sector, "siphoning off money from its own industry and killing the goose that lays the golden egg." Nigeria suffered an even bigger drop in its exports to the United States, down 22 percent last year from the year before, as oil production was disrupted by civil unrest. Nigeria's turmoil has received relatively little attention in the U.S. even though that country now provides more oil to the U.S. than any Middle Eastern country except Saudi Arabia. Does It Matter Where Oil Comes From? In terms of global oil prices, analysts say the source of the oil isn't all that important. "Anybody who follows the oil industry will tell you that it doesn't make any difference where the oil comes from," says Keith Crane, an energy expert at RAND Corp. People have tended to exaggerate how much oil we imported from the Middle East. In the long term, it may look like a historical anomaly that the U.S. became so involved in the Persian Gulf. - John Duffield, energy expert at Georgia State University Global oil markets are so intertwined, Crane says, that changes in any one part of the system can trigger effects elsewhere. He points out that the U.S. has imposed sanctions on Iran and therefore does not import its oil. But "if Iranian oil goes off the [world] market, it still affects the price in the United States," Crane says. Meanwhile, Iran has had no real problem selling its oil to Asian countries, though tougher sanctions are set to go into place this summer. Now that the U.S. involvement in Iraq has wound down, Crane says, oil seems to be less of an American security concern. "Do you need military might to preserve access to oil? I don't think there's a lot of evidence to say that's really important," he says. Crane argues that many of the biggest security challenges the United States faces today are not directly related to energy. He points to the nuclear programs in Iran and North Korea, and the U.S. war in Afghanistan. U.S. Is Producing More Oil Analysts also point out that the U.S. is producing more oil domestically while reducing its dependence on oil in general. The recent recession and the slow economic recovery have dampened demand for oil products. But "the big story is that the U.S. has really expanded production over the past several years," says Crane, citing the production of oil from shale in North Dakota and other states. He notes that the country has also become more energy efficient, building cars with better gas mileage and shifting away from oil-based energy. "Whereas the U.S. has been the biggest consumer of oil products in the world, the role of oil is smaller than it was in the '70s, and even than it was in the '90s," Crane says. But the U.S. still spends huge sums on oil because the rise in world prices has more than made up for the drop in U.S. imports. "Five years ago, we were importing 10 million barrels a day, but at $50 a barrel," says Rapier. "Now we're at 8.4 million barrels, but at prices over $100 a barrel."

Saudi Arabia 
SQ solves the oil/warming advantage – Saudi Arabia is shifting to alternatives in the long-term 

The Economist 12 (“Keeping it to themselves; Oil prices,” 3/31/12, The Economist Vol. 402, Iss. 8778; pg. 81, http://proquest.umi.com.proxy.lib.umich.edu/pqdlink?vinst=PROD&fmt=3&startpage=-1&vname=PQD&RQT=309&did=2623959821&scaling=FULL&vtype=PQD&rqt=309&TS=1341080160&clientId=17822)//PC   

Gas does now contribute 35% to power generation, but rock-bottom prices and a sniffiness about gas as oil's poor relation mean that exploiting its bounty (Saudi Arabia apparently has the world's fifth-largest gas reserves) has proven hard. Initiatives to attract Western oil companies to get at the gas foundered as low prices and stingy terms failed to attract bidders. Much of the "unassociated" gas that doesn't spew out alongside oil is tough to extract, and would require prices four or five times higher than now to make it worthwhile. According to BP, oil makes up 74% of the region's energy production. By 2030 it will have dropped only to 67%. Saudi Arabia is trying to develop nuclear and solar energy. But its fleet of oil-fired power stations will keep going for years. And as Mark Lewis of Deutsche Bank points out, two more big ones are now being built. On current trends the kingdom would become a net importer of oil by 2038 (unlikely though that is). 

AT: Oil Shocks 

Oil price shocks don’t hurt the US anymore—70s and 80s were different

RFF, 10 (Resources for the Future, RFF Feature, “Oil Price Shocks and U.S. Economic Activity,” 28 July 2010, http://www.rff.org/News/Features/Pages/How-Oil-Price-Shocks-Influence-Americas-Economy.aspx, MH)

Economists have examined the relationship between oil price shocks and U.S. economic activity since the 1970s and early 1980s—when oil prices rose sharply and the United States plunged into recession. The early research quantified the relationship between oil prices and U.S. economic activity and examined the avenues through which oil price shocks might affect U.S. economic activity. More than two decades later, however, the relationship between oil prices and the U.S. economy seemed to have changed dramatically. Throughout much of the 2000s both oil prices and U.S. economic activity rose strongly until the recession hit in early 2008. Some researchers have attributed the differences to such factors as increased global financial integration, greater flexibility of the U.S. economy (including labor and financial markets), the reduced energy intensity of the U.S. economy, increased experience with energy price shocks, better monetary policy, and good luck—that is, smaller and less frequent shocks. Other researchers assert that the relationship between oil price shocks and U.S. economic activity is much smaller than previously thought, and that other factors must have shaped U.S. economic activity. In Oil Price Shocks and U.S. Economic Activity: An International Perspective, Nathan S. Balke, Stephen P.A. Brown, and Mine K. Yücel analyze these differing views. They develop a world economic model that captures the influence of oil supply shocks and other economic shocks. Their estimation of the model identifies the various sources of world oil price movements and economic fluctuation and the consequent effects on U.S. economic activity. Their findings? World oil price shocks in the 1970s and early 1980s reflected different combinations of shifts in oil supply and demand than the early 2000s, which accordingly meant differing effects on oil markets and U.S. economic activity. In addition, they confirm that domestic shocks—such as those to productivity and investment—dominate the movements in U.S. economic activity. U.S. GDP fell sharply after the oil price increases in the 1970s and early 1980s, primarily because domestic productivity shocks reduced output. Oil supply shocks only mildly reinforced that economic weakness. In the 2000s, however, U.S. GDP continued to rise as oil prices rose because changes in U.S. investment efficiency, total factor productivity, and preferences completely overwhelmed the extremely mild drag contributed by oil supply shocks. 

