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Russia’s economy is high due to higher oil prices

Bloomberg 7/22 Bloomberg, “Putin Sees High Oil Prices, Balanced Budget This Year” July 22, 2011. http://www.themoscowtimes.com/business/article/putin-sees-high-oil-prices-balanced-budget-this-year/440909.html
Russia may be able to balance its budget this year thanks to higher oil prices and a growing economy, Prime Minister Vladimir Putin said after the surplus widened in June.  "We hope the deficit this year will be minimal, and perhaps we'll be able to make it through this year without one," Putin told a government meeting in Moscow on Thursday. The government expects deficits in 2012-14 and will need "strenuous work" to rein in costs.  The federal budget surplus surged to 640.2 billion rubles ($23 billion) through June, equivalent to 2.7 percent of gross domestic product, the Finance Ministry said Thursday on its web site. The surplus in June widened to 5.9 percent of GDP from 5.3 percent a month earlier.  Russia needs crude to average $115 a barrel this year to balance the budget, Finance Minister Alexei Kudrin said last month in St. Petersburg. It will average $125 for the next three years, according to preliminary budget parameters the Finance Ministry presented earlier this month. 

Solar power satellites eliminate the need for oil

SRI 10 Space Renaissance Initiative, “Replace Oil with Space Solar Technology, Says S.R.I.” July 24, 2010. Accessed July 25, 2011. http://www.spacerenaissance.org/papers/REPLACE_OIL_WITH_SPACE_SOLAR_TECHNOLOGY.pdf
International, June 24, 2010  – In light of the recent oil spill in the Gulf of Mexico, The Space  Renaissance Initiative (SRI) recommends that energy companies  follow the courageus  “Beyond  Petroleum” address of a few years ago, and drill up, not down. Rather than risk further disasters as nations desperately drill for diminishing oil, SRI calls upon the  leaders of the G20 to support the research and development of Space Based Solar Power (SBSP) as  the energy of the future. Rick Tumlinson, president of Space Frontier, and member  of  the Space Renaissance Initiative  Board, says “For less than the cost of one offshore platform—and far, far less than the cost of the  clean up of this disaster—we could build and  operate the first tests of a space based power  satellite.”  In fact, companies in Japan, Europe, and the USA have declared their intention to build a solar  power station in space and beam that energy to Earth. However, the intention has not yet become  realized. SRI recommends public-private partnerships between G20 governments and companies  who want to grow their businesses above the atmosphere, where the Sun never sets. “When this is accomplished, the world can access an unlimited energy supply that by-passes the  need for oil; synergizing with the borning  Space Tourism  industry, SBSP will boost the greatest  economic revolution of all times”, says Adriano Autino, President of the Space Renaissance  Initiative. Space Based Solar Power (SBSP) was first proposed by Dr Peter Glaser in 1968 and promoted in  1976 by Professor Gerard K. O'Neill of Princeton, who also proposed to use Lunar raw materials for  building solar power satellites, to supply global energy markets. SRI sees the positive benefits of SBSP and its enormous spin-off technology potentials as a gamechanging human endeavour for achieving this goal, and for transforming our earth-bound, oildependent economy into a space-faring solar economy. 
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Lack of oil kills the Russian economy

Russia Today, Russian TV News Station, and Steven Dashevsky, Head of Research at Aton Capital, 5/24/2011 [“The Russian economy and its oil”, RT interviewing Dashevsky http://rt.com/business/news/russia-economy-oil-rpice/]

RT: High oil prices have helped Russia’s budget but is the country too dependent on energy exports? SD: “Well the dependence has declined greatly in recent years, but I think the sad truth remains that, to a very significant degree, Russia’s budget revenues and overall fiscal health is still very dependent on the level of oil prices.” RT: How does the energy sector shape the Russian investment climate? SD: “Well, there are many ways how the events happening in the oil and gas sector influence what is happening in the broader economy. On the one hand this is the biggest source of cash flow generation in the country, so in a sense it’s the biggest source of investment funds, both for the companies, and for the government and also because oil companies invest very significant amounts of money every year, so the ability of Russian oil companies to spend money affects really the entire Russian economy – from transport companies to oil service companies to catering companies to local airlines – so it is still, despite the significant efforts to diversify the economy, it’s a very important source of investment funds. That’s kind of one angle, and another angle is what is happening in the Russian oil and gas sector, since it is the biggest sector in the economy, affects the general investment climate, from the kind of sentiment perspective. So, when something good happens like potentially was going to happen, BP-Rosneft deal, or if there are good events happening, new fields are being developed, new pipelines are being brought on-stream, that gives investor additional confidence that the economy is progressing very well, and people are investing money in it, and the whole country is open for business. Vice versa, if things are not going well, if deals are breaking up, if instead of going to work people going to courts against each other, that clearly creates a big drag on the investors sentiment for all of the Russian economy, not just oil and gas.” RT: Are government moves to diversify the economy away from energy likely to succeed in the short term? And in the long term? SD: “It’s a trick question. Someone told me that the first time the Russian government has become concerned about its reliance on oil and gas revenue, was, in fact, almost immediately after oil and gas was found in Siberia, in 1973, 1974.One of the central communist party committees has discussed the subject. So that was 1974.Almost 40 years later I think we still find ourselves in the current situation where the economy and the budget are very, very, dependent on oil and gas. I personally don’t see how it is going to change. In the near term, and even in the long term, because even if the Russian oil production begins to decline, or the global oil production begins to decline, what will happen at that time would also mean high oil prices, so if global production will be getting lower, the oil price will be getting higher because of that. So, as a result, the Russian intake from commodity exports would more or less stay the same – it would be a big amount of money coming into the country. And there is very few other sources of hard currency the economy could generate. So it would take a miracle to materially change the structure of the Russian economy and of the Russian budget. Even the long term, so I think the only thing you can do is really simply take this natural wealth that has been given to you by god, and simply use it efficiently. I don’t think you can really say ‘let’s become a hi-tech nation, or lets become a tourist mecca, or lets become the provider of savoir vivre products like France. They are just not going to happen. You just take your natural resource wealth but you try to use that efficiently, and try not to waste it.”
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Russian economic decline causes nuclear war
Filger 09 Sheldon Filger, author and blogger for the Huffington Post, “Russian Economy Faces Disastrous Free Fall Contraction” http://www.globaleconomiccrisis.com/blog/archives/356
In Russia historically, economic health and political stability are intertwined to a degree that is rarely encountered in other major industrialized economies. It was the economic stagnation of the former Soviet Union that led to its political downfall. Similarly, Medvedev and Putin, both intimately acquainted with their nation’s history, are unquestionably alarmed at the prospect that Russia’s economic crisis will endanger the nation’s political stability, achieved at great cost after years of chaos following the demise of the Soviet Union. Already, strikes and protests are occurring among rank and file workers facing unemployment or non-payment of their salaries. Recent polling demonstrates that the once supreme popularity ratings of Putin and Medvedev are eroding rapidly. Beyond the political elites are the financial oligarchs, who have been forced to deleverage, even unloading their yachts and executive jets in a desperate attempt to raise cash. Should the Russian economy deteriorate to the point where economic collapse is not out of the question, the impact will go far beyond the obvious accelerant such an outcome would be for the Global Economic Crisis. There is a geopolitical dimension that is even more relevant then the economic context. Despite its economic vulnerabilities and perceived decline from superpower status, Russia remains one of only two nations on earth with a nuclear arsenal of sufficient scope and capability to destroy the world as we know it. For that reason, it is not only President Medvedev and Prime Minister Putin who will be lying awake at nights over the prospect that a national economic crisis can transform itself into a virulent and destabilizing social and political upheaval. It just may be possible that U.S. President Barack Obama’s national security team has already briefed him about the consequences of a major economic meltdown in Russia for the peace of the world. After all, the most recent national intelligence estimates put out by the U.S. intelligence community have already concluded that the Global Economic Crisis represents the greatest national security threat to the United States, due to its facilitating political instability in the world. During the years Boris Yeltsin ruled Russia, security forces responsible for guarding the nation’s nuclear arsenal went without pay for months at a time, leading to fears that desperate personnel would illicitly sell nuclear weapons to terrorist organizations. If the current economic crisis in Russia were to deteriorate much further, how secure would the Russian nuclear arsenal remain? It may be that the financial impact of the Global Economic Crisis is its least dangerous consequence.
Uniqueness Extensions

Russia’s economy is strong due to high oil prices

RIA Novosti 08 RIA Novosti, “High oil prices bring Russia extra $475 bln in past 8 years” January 4, 2008. http://en.rian.ru/russia/20080401/102669349.html
MOSCOW, April 1 (RIA Novosti) - Russia received an additional $475 billion in revenue as a result of high global oil prices between 2000 and 2007, the finance minister said on Tuesday. Alexei Kudrin said that in 2000, the Russian government predicted average world oil prices at just $20 per barrel based on figures over the past decade. "Since then, oil price growth enabled Russia to receive an extra $475 billion in revenue from 2000 to 2007, of which $340 billion or 72% was paid to the budget," Kudrin said. Global oil prices are currently hovering at just over $100 per barrel. The Russian economy can withstand an oil price plunge to $50 per barrel, Vice-Premier Alexander Zhukov said.
Russian econ high – oil prices

Catherine Belton, staff writer for the Fiscal Times, 2/3/2011 [“Russia: oiling the economy”, http://blogs.ft.com/beyond-brics/2011/02/03/russia-oiling-the-economy/#axzz1TA6drt82]

While the speakers tried to draw attention to Russia’s many attributes, from low debt to high-spending consumers, one fact alone accounts for a lot of the country’s new-found popularity – oil at $100 a barrel. Right on cue, Russian stocks jumped to their highest levels since before the 2008-9 crisis. The RTS Index hit 1,945 during trading – close to the psychologically-important 2,000 level – before falling back to 1,917 (see chart on left) . Russian stocks are 9.3 per cent up on the year, the biggest rise of any major emerging market. Investors are lapping it all up. “We’re seeing strong appetite from North America, Europe, Asia and the Middle East for Russian equities,” said John Papesh, managing director of Pharos Financial Group, a Russia-focused hedge fund, at the conference. He added: This is obviously being drive by higher commodity prices and there is generally a more positive outlook on Russia. Assets are seen as cheap compared to other emerging markets. While the likes of Nobel prize-winning economist Joseph Stiglitz bemoaned the precarious finances of the western world, Russia’s Finance Minister, Alexei Kudrin, gave an upbeat speech on Russia’s sturdy position with reserves up at $484.7bn and the sovereign debt standing at just 9.5 per cent of GDP. High oil prices will reduce the budget deficit to below 3 per cent of GDP, instead of the forecast 3.6 per cent. And that’s at $100. A bit more uncertainty in the Middle East and another surge could bring the budget into surplus. Even German Gref, the former Economy Minister who now heads Sberbank, the state savings bank, refrained from his usual pessimistic complaints about the over-bureacratic arm of the state and touted productivity gains in Russia as a key driver of future growth. Russia has attracted the biggest inflows of investor cash out of all emerging market nations in the last two weeks, according to fund flow data provided by EPFR. In the week ending January 28, Russia brought in net new inflows of $169m, compared to a net outflow of $245m from China funds, a loss of $140m from India funds and $77m in redemptions from Brazil. The week before that, Russia took in $724m in new cash, with most of that amount going into longer-term mutual funds, according to Chris Weafer, chief strategist at Uralsib Capital investment bank in Moscow. The other BRIC nations lost cash. One senior Moscow-based broking executive said the love fest was continuing with strong buying in to well-known names such as Gazprom, the state-controlled gas monopoly in the last few days. 

Uniqueness Extensions 

High oil prices are here to stay

Wharton 11 Wharton Business School of the University of Pennsylvania, “Crude Reality: Why High Oil Prices Are Here to Stay” March 16, 2011. http://knowledge.wharton.upenn.edu/article.cfm?articleid=2732
The ride is not over yet, say economists and Wharton professors: There may be ups and downs, but long term, high oil prices are here to stay. On top of volatility caused by natural catastrophes and political upheavals, a tight oil supply and increasing demand promise to keep driving prices up steadily over time. Prices could fluctuate between $60 to $200 a barrel, but probably will not go back to $30 or $50 anytime soon, says Wharton management professor Witold Henisz. Higher prices "are going to be part of the environment for the next few years. There just isn't a lot of surplus oil."  Supply and demand are just part of the equation: Fear of a future squeeze also drives prices higher than they should be. That is not good news for a fragile economy struggling to reemerge from a crippling recession, but most experts are not predicting a double-dip just yet. That would require a sustained period of oil prices north of $125 a barrel -- or another disaster in an oil-rich part of the world.  The fallout from the 8.9-magnitude earthquake and tsunami in Japan has added to oil market confusion. "Oil prices are being pulled in two opposite directions," says Bernard Baumohl, chief global economist at the Princeton, N.J.-based Economic Outlook Group and author of The Secrets of Economic Indicators: Hidden Clues to Future Economic Trends and Investment Opportunities. "The disasters in Japan are pulling prices down in anticipation of slower Japanese growth in the short term, and because their oil refineries are damaged and thus [they] will order less crude oil. Lifting prices higher, however, is the civil unrest in Bahrain now that Saudi Arabia and other Gulf nations have sent troops into Bahrain. The net result will still be higher oil prices because of the fear that Saudi Arabia is now completely encircled by countries that are unstable. Expect oil to remain in triple digits and gasoline prices to stay above $3 for the rest of the year."  

Oil is here to stay in the status quo

Huber 05 Peter Huber, Co-author of The Bottomless Well, Time, October 23, 2005. http://www.time.com/time/magazine/article/0,9171,1122019-2,00.html
Nonsense. Technology and politics--not geology--determine how much we pump and what it costs. America currently consumes about 7 billion bbl. of oil a year. When production in Persian Gulf fields was ramped up by 12 billion bbl. a year in the 1960s, global prices collapsed. That made it politically painless for the U.S. to ban almost all new drilling off the Florida and California coasts and then in much of Alaska. With oil, as with textiles, domestic production peaked because others began producing the same stuff cheaper, while we contrived to make our production more expensive. Today Alaska contains 18 billion bbl. of off-limits crude. We've embargoed at least an additional 30 billion bbl. beneath our coastal waters. And we could fuel many of our heavy trucks and delivery vehicles for a decade with the 20 billion bbl. worth of natural gas we've placed off limits in federal Rocky Mountain lands. Outside our borders, Alberta's tar sands contain 180 billion bbl. recoverable with current technology, and Calgarians are pumping that oil today. A total of several trillion barrels of oil soak the sands of Canada and Venezuela alone--a century's worth at the current global rate of consumption. Then there are methane hydrates. The U.S contains some 30 trillion bbl. worth of those frozen hydrocarbons off the shores of Alaska, the continental coasts and under the Rockies. There's little doubt they too can be extracted economically. If we try, we'll certainly find cheap ways to transform North America's 1 trillion bbl. worth of coal into crude as well. General Patton's Third Army completed its roll across Europe on coal liquefied with German technology. The price of oil has always fluctuated. In inflation-adjusted dollars, it was higher in the early '80s than it is today. Extraction technologies continue to improve much faster than supply horizons recede. We've got the right know-how and the right planet. What we lack is the political will. 

Link Extensions

SPS ends the need for oil

Al Globus, prolific writer on the subject of space settlement, Space.com, May 17, 2007 [http://www.space.com/3812-solar-power-space-strategy-america-world.html]

The catch is cost. Compared to ground based energy, SSP requires enormous up-front expense, although after development of a largely-automated system to build solar power satellites from lunar materials SSP should be quite inexpensive. To get there, however, will cost hundreds of billions of dollars in R&D and infrastructure development - just what America is good at. And you know something, we're spending that kind of money, not to mention blood, on America's Persian Gulf military presence today, and gas went over $3/gallon anyway. In addition, we may end up spending even more to deal with global warming, at least in the worst-case scenarios. Expensive as it is, SSP may be the best bargain we've ever had. What should we do? Besides having NASA do interesting and inspiring things, direct and fund NASA to do something vital: end U.S. dependence on foreign oil by developing SSP. Redirect the lunar base to do the mining, and develop the launch vehicles, inter-orbit transfer, and space manufacturing capacity to end oil's energy dominance completely and forever. It will be expensive, but it's a better, cheaper, safer strategy than military control of oil in far flung lands.

SPS eliminates oil dependence

Bachrach ’78, Arrie Bachrach, Satellite Power System Project Office, U.S. Department of Energy, 10/78, Satellite Power System (SPS): Public Acceptance
SPS could be a major element of the solution to the long-term energy supply problem that faces American society, as well as the rest of the world. The system could directly supply a substantial portion of U.S. energy needs. This would reduce our reliance on imported energy supplies and improve our balance of trade, with obvious political and economic benefits. Dr. Glaser offers a further argument: merely proceeding with the development of SPS could help slow oil price inflation, even in advance of SPS operation, by putting the oil cartel on notice of alterations are on the horizon. The fact that an SPS could be directed to beam energy to much of the world allows SPS, conceptually at least, to help solve energy problems everywhere. Thus, SPS might allow the United States to export electrical energy or at least to export energy technology. The balance-of-trade benefits of energy and/or technology export are obvious However, SPS advocates also suggest political benefits. For example, SPS conceivable could be used to supply energy to the world’s “have nots”, and thereby help provide the energy resources required to improve the standard of living in the developing world (75).

Internal Link Extensions
Decreasing oil prices kill the Russian economy

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

Russian economy relies on oil

Dan Weil, writer for moneynews.com, 2/11/2010 [“Roubini: Oil Reliance Threatens Russian Economy”, http://www.moneynews.com/StreetTalk/Nouriel-Roubini-Oil-Russia/2010/02/11/id/349640]
Financial guru Nouriel Roubini says the Russian economy is headed for more trouble, thanks to its over-reliance on oil. Russia’s economy shrank 8 percent last year, producing painful social and economic costs for the country, he says. And while a rebound has begun, that won’t last too long, says the New York University professor. "Last year was a disaster: a collapse of economic activity, recession. Now there's the beginning of economic recovery, that's the good news," he told CNBC. "The main trouble with Russia is long term. It’s a one commodity economy — oil and gas. . . . That’s not going to change until oil prices drop sharply." 
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Oil is key to the Russian economy – Economic reform is impossible

Clifford G. Gaddy, Senior Fellow at the Brookings Institution, 6/16/2011 [“Will the Russian economy rid itself of its dependence on oil?”, http://en.rian.ru/valdai_op/20110616/164645377.html]

Oil is Russia’s comparative advantage. It is the most competitive part of the economy. Oil and gas are something everyone wants, and Russia has more of them than anyone else. It is true that the Russian economy is backward, and that oil plays a role in that backwardness. But oil is not the root cause. The causes of Russia’s backwardness lie in its inherited production structure. The physical structure of the real economy (that is, the industries, plants, their location, work forces, equipment, products, and the production chains in which they participate) is predominantly the same as in the Soviet era. The problem is that it is precisely the oil wealth (the so-called oil rent) that is used to support and perpetuate the inefficient structure. For the sake of social and political stability, a large share of Russia’s oil and gas rents is distributed to the production enterprises that employ the inherited physical and human capital. The production and supply chains in that part of the economy are in effect “rent distribution chains.” A serious attempt to convert Russia’s economy into something resembling a modern Western economy would require dismantling this rent distribution system. This would be both highly destabilizing, and costly in terms of current welfare. Current efforts for “diversification” do not challenge the rent distribution system. On the contrary, the kinds of investment envisioned in those efforts will preserve and reinforce the rent distribution chains, and hence make Russia more dependent on oil rents. Even under optimal conditions for investment, any dream of creating a “non-oil” Russia that could perform as well as today’s commodity-based economy is unrealistic. The proportion of GDP that would have to be invested in non-oil sectors is impossibly high. Granted, some new firms, and even entire sectors, may grow on the outside of the oil and gas sectors and the rent distribution chains they support. But the development of the new sectors will be difficult, slow, and costly. Even if successful, the net value they generate will be too small relative to oil and gas to change the overall profile of the economy. Thus, while it is fashionable to talk of “diversification” of the Russian economy away from oil and gas, this is the least likely outcome for the country’s economic future. If Russia continues on the current course of pseudo-reform (which merely reinforces the old structures), oil and gas rents will remain important because they will be critical to support the inherently inefficient parts of the economy. On the other hand, if Russia were to somehow launch a genuine reform aimed at dismantling the old structures, the only realistic way to sustain success would be to focus on developing the commodity sectors. Russia could obtain higher growth if the oil and gas sectors were truly modern. Those sectors need to be opened to new entrants, with a level playing field for all participants. Most important, oil, gas, and other commodity companies need to be freed from the requirement to participate in the various informal schemes to share their rents with enterprises in the backward sectors inherited from the Soviet system. Certainly, there are issues with oil. It is a highly volatile source of wealth. But there are ways to hedge those risks. A bigger problem is that oil will eventually lose its special status as an energy source and therefore much of its value. But that time is far off. It will not happen suddenly. In the meantime, sensible policies can deal with the problems. Otherwise, the approach should be to generate the maximum value possible from the oil and protect that value through prudent fiscal policies. Russia should not, can not, and will not significantly reduce the role of oil and gas in its economy in the foreseeable future. It will only harm itself by ill-advised and futile efforts to try. 
Internal Link Extensions

Russian econ is dependent on oil – drop in prices would cause economic collapse

Andy Young, owner and editor of the Siberian Light Russia Guide, 3/25/2011 [“Russian Economy 2011”, http://siberianlight.net/russiaguide/russian-economy-2011/]
Russia’s economy reached its low point in the 1998 Russian financial crisis, where dramatic swings in the global price of raw materials (particularly oil and gas) destabilised the Russian economy. GDP dropped by more than half, from $404.927 billion in 1997 to $195.906 billion in 1999, and it wasn’t until 2003 that the Russian economy crept above $400 billion again. Since then, the Russian economy has grown rapidly, fuelled largely by exports of raw materials and energy resources such as oil and gas. The dramatic increases in the price of raw materials has helped to boost Russian income as well. As well as measuring raw numbers – GDP grew from $196 billion in 1999 to $1.6 trillion in 2008 – Russia’s position in the world shifted as it moved from the 22nd largest global economy to become the 11th largest economy in the world. The growth in income has led to a renewed confidence in Russia, and a much more assertive foreign policy under its last two Presidents, Vladimir Putin and Dmitry Medvedev. Growth seems likely through 2011, but critics continue to worry that Russia’s economy is overly dependent on the export of oil, gas and other raw materials, and that other sectors of its economy are not strong enough to pick up the slack from any downturn should the global oil and gas prices fall significantly. 
Oil is key to Russian econ

AEI, Asian Economic Institute, 7/26/2011 [“Russia: Oil Production, Price Fluctuations And The Country's Economic Recovery”, http://www.asiaecon.org/special_articles/read_sp/12952]
Russia is the second largest oil producer and exporter. It provides about 12 percent of the global oil production and export. Oil, natural gas, metals and timber account for more than 80 percent of Russian exports and according to the IMF and World Bank estimates, the oil and gas sector in the country generated more than 60 percent of Russia’s export revenues (64% in 2007) and accounted for 30 percent of all foreign direct investment (FDI) in the country. In 2007, Russia’s real GDP grew approximately 8.1 percent, making it the country’s seventh consecutive year of economic expansion. The country’s economic growth during the 2000-2007 period was primarily driven by energy exports, given the increase in Russian oil production and relatively high world oil prices during the time period. Russia’s economy is heavily dependent on oil and natural gas exports. Over 70 percent of Russian crude oil production is exported, while the remaining 30 percent is refined locally. Crude oil exports via pipeline fall under the exclusive jurisdiction of Russia’s state-owned pipeline monopoly, Transneft. Oil price fluctuations are a significant concern for the Russian economy, since it funded a significant portion of the economic boom in Russia. In order to cope with price volatility, the government established a stabilization fund in 2004. By the end of 2007, the fund was expected to be worth $158 billion, or about 12 percent of the country’s nominal GDP. When oil prices fell below $40 a barrel in the winter of 2008 government advisors began thinking of ways to encourage the country to steer away from oil and diversify its economy. Currently, prices are over $60 a barrel. Oil prices are increasing steadily and are predicted to continue increasing. 

Internal Link Extensions

Oil prices key to Russian ruble

Jack Jordan, staff writer for Bloomberg News, 6/24/2011, [“Russia’s Ruble Declines to Four-Week Low Versus Dollar as Oil Price Slides”, http://www.bloomberg.com/news/2011-06-27/russia-s-ruble-declines-to-four-week-low-versus-dollar-as-oil-price-slides.html]

The ruble slid to its weakest against the dollar in a month as oil, Russia’s chief export earner, dropped on speculation the International Energy Agency may release more of its stockpiles to steady prices. The ruble lost 0.6 percent to 28.33 per dollar at the 5 p.m. close in Moscow, the weakest since May 25. The Russian currency was down 0.2 percent at 40.2 per euro, leaving it 0.4 percent weaker at 33.6715 versus the central bank’s target dollar-euro basket, its lowest level in two months based on closing prices. The IEA will act again if needed after announcing its third release of emergency stockpiles since its creation in 1974 last week, aimed at stabilizing prices as the war in Libya chokes global crude supplies, Executive Director Nobuo Tanaka said in Beijing June 25. Crude for August delivery dropped as much as $1.34 a barrel today, and last traded down 1 percent at $90.22 a barrel. “The oil and Russia relationship remains close,” Chris Weafer, chief strategist and head of research for Russia at ING Groep NV in Moscow, wrote in an e-mailed note June 25. Oil prices “will again be one of the major factors determining Moscow’s bourses and the ruble,” he wrote. 

Oil prices key to Russian economy

Owain Bennallack, executive editor of Develop, 3/3/2011 [“The one market you can buy on higher oil prices” http://www.fool.co.uk/news/investing/2011/03/03/the-one-market-you-can-buy-on-higher-oil-prices.aspx]

Yes, we're talking about Russia. As Matthias Siller, Investment Manager at Baring Asset Manager explains: "There is generally a close relationship between the performance of the Russian equity market and the oil price, with Russia lagging slightly. In a stronger oil price environment, it is our belief that the Russian market will gain upward momentum." The following graph shows the relationship between the oil price and the Russian market very clearly: Source: Baring Asset Management / Datastream, as at 24 Feb 2011 You can clearly see that going on this prior trend, the Russian market could be about to shoot upwards. It's already started 2011 with a bang in comparison with most other emerging markets, which have wilted. More reasons to buy Russia We're not habitual graph followers at the Fool. But there are very strong reasons why Russia rises when the oil price does -- principally, that the country is a huge exporter of oil, and its markets are stuffed to overflowing with oil producers. In the short term at least, higher oil prices will massively boost their profitability. It's estimated that a $150 barrel of oil would increase Russian oil firm's operating profitability by an average of 60-80%. 

Internal Link Extensions

Russian economy relies on oil

Dan Weil, writer for moneynews.com, 2/11/2010 [“Roubini: Oil Reliance Threatens Russian Economy”, http://www.moneynews.com/StreetTalk/Nouriel-Roubini-Oil-Russia/2010/02/11/id/349640]
Financial guru Nouriel Roubini says the Russian economy is headed for more trouble, thanks to its over-reliance on oil. Russia’s economy shrank 8 percent last year, producing painful social and economic costs for the country, he says. And while a rebound has begun, that won’t last too long, says the New York University professor. "Last year was a disaster: a collapse of economic activity, recession. Now there's the beginning of economic recovery, that's the good news," he told CNBC. "The main trouble with Russia is long term. It’s a one commodity economy — oil and gas. . . . That’s not going to change until oil prices drop sharply." 
Oil is key to the Russian economy – Economic reform is impossible

Clifford G. Gaddy, Senior Fellow at the Brookings Institution, 6/16/2011 [“Will the Russian economy rid itself of its dependence on oil?”, http://en.rian.ru/valdai_op/20110616/164645377.html]
Oil is Russia’s comparative advantage. It is the most competitive part of the economy. Oil and gas are something everyone wants, and Russia has more of them than anyone else. It is true that the Russian economy is backward, and that oil plays a role in that backwardness. But oil is not the root cause. The causes of Russia’s backwardness lie in its inherited production structure. The physical structure of the real economy (that is, the industries, plants, their location, work forces, equipment, products, and the production chains in which they participate) is predominantly the same as in the Soviet era. The problem is that it is precisely the oil wealth (the so-called oil rent) that is used to support and perpetuate the inefficient structure. For the sake of social and political stability, a large share of Russia’s oil and gas rents is distributed to the production enterprises that employ the inherited physical and human capital. The production and supply chains in that part of the economy are in effect “rent distribution chains.” A serious attempt to convert Russia’s economy into something resembling a modern Western economy would require dismantling this rent distribution system. This would be both highly destabilizing, and costly in terms of current welfare. Current efforts for “diversification” do not challenge the rent distribution system. On the contrary, the kinds of investment envisioned in those efforts will preserve and reinforce the rent distribution chains, and hence make Russia more dependent on oil rents. Even under optimal conditions for investment, any dream of creating a “non-oil” Russia that could perform as well as today’s commodity-based economy is unrealistic. The proportion of GDP that would have to be invested in non-oil sectors is impossibly high. Granted, some new firms, and even entire sectors, may grow on the outside of the oil and gas sectors and the rent distribution chains they support. But the development of the new sectors will be difficult, slow, and costly. Even if successful, the net value they generate will be too small relative to oil and gas to change the overall profile of the economy. Thus, while it is fashionable to talk of “diversification” of the Russian economy away from oil and gas, this is the least likely outcome for the country’s economic future. If Russia continues on the current course of pseudo-reform (which merely reinforces the old structures), oil and gas rents will remain important because they will be critical to support the inherently inefficient parts of the economy. On the other hand, if Russia were to somehow launch a genuine reform aimed at dismantling the old structures, the only realistic way to sustain success would be to focus on developing the commodity sectors. Russia could obtain higher growth if the oil and gas sectors were truly modern. Those sectors need to be opened to new entrants, with a level playing field for all participants. Most important, oil, gas, and other commodity companies need to be freed from the requirement to participate in the various informal schemes to share their rents with enterprises in the backward sectors inherited from the Soviet system. Certainly, there are issues with oil. It is a highly volatile source of wealth. But there are ways to hedge those risks. A bigger problem is that oil will eventually lose its special status as an energy source and therefore much of its value. But that time is far off. It will not happen suddenly. In the meantime, sensible policies can deal with the problems. Otherwise, the approach should be to generate the maximum value possible from the oil and protect that value through prudent fiscal policies. Russia should not, can not, and will not significantly reduce the role of oil and gas in its economy in the foreseeable future. It will only harm itself by ill-advised and futile efforts to try. 
Internal Link Extensions
Russian econ is dependent on oil – drop in prices would cause economic collapse

Andy Young, owner and editor of the Siberian Light Russia Guide, 3/25/2011 [“Russian Economy 2011”, http://siberianlight.net/russiaguide/russian-economy-2011/]
Russia’s economy reached its low point in the 1998 Russian financial crisis, where dramatic swings in the global price of raw materials (particularly oil and gas) destabilised the Russian economy. GDP dropped by more than half, from $404.927 billion in 1997 to $195.906 billion in 1999, and it wasn’t until 2003 that the Russian economy crept above $400 billion again. Since then, the Russian economy has grown rapidly, fuelled largely by exports of raw materials and energy resources such as oil and gas. The dramatic increases in the price of raw materials has helped to boost Russian income as well. As well as measuring raw numbers – GDP grew from $196 billion in 1999 to $1.6 trillion in 2008 – Russia’s position in the world shifted as it moved from the 22nd largest global economy to become the 11th largest economy in the world. The growth in income has led to a renewed confidence in Russia, and a much more assertive foreign policy under its last two Presidents, Vladimir Putin and Dmitry Medvedev. Growth seems likely through 2011, but critics continue to worry that Russia’s economy is overly dependent on the export of oil, gas and other raw materials, and that other sectors of its economy are not strong enough to pick up the slack from any downturn should the global oil and gas prices fall significantly. 
Russia oil exports are key to its econ - empirics
Paavo Suni, Economics Professor and researcher ETLA, 4/16/2007 [“OIL PRICES AND THE RUSSIAN ECONOMY”, http://www.etla.fi/files/1783_Dp1088.pdf ] 
During the past several years, the Russian economy has been outperforming well and the development has beaten the forecasts since the Russian crisis in 1998 . The economy opened up  rapidly after the crisis in terms of exports per GDP. In early 2000’s, the trend started to reverse. However, the export to GDP share stabilised to above 30 percent thanks to Russia’s  most important export product, as well as other energy commodities and raw materials in  general which Russia also exports.   Russia has thus benefited both from exporting more energy commodities in volume terms  and from the improvement in its terms of trade due to the rise in oil and other commodity  prices. As a result, domestic demand has received a strong growth impulse. This development  has been initiated and reinforced by the lagged effects of the 1998 collapse in the value of the  Russian rouble, which drastically improved the international price competitiveness of Russian  products. Also public sector revenue has increased considerably due to, among other things,  the taxes imposed on oil exports. However, we will not discuss the significance of the oil  fund that the Russian government has been cumulating, while the use of it is very important  in creating the future of the Russian economy.  

Internal Link Extensions 
Oil is key to the Russia economy
TWGI, Thomas White Global Investing, 11/21/2009 [“Russia: Rebounding from Recession”, http://www.thomaswhite.com/pdf/russia-country-01-2011.pdf]
A country that derives its economic strength substantially from its natural resources, especially oil and petroleum products, Russia has been successfully riding the high oil price wave since the onset of the decade. Moreover, Russia surpassed Saudi Arabia in oil exports recently for the first time since the Soviet Union’s collapse. Over 70% of Russian crude oil production is exported, while the remaining 30% is refined locally. The country houses the world’s largest natural gas company, which stands tall as an icon representing Russia’s proud position as a global energy business leader. Owner of the world’s largest natural gas reserves and natural gas transmission system, exporting to 32 countries worldwide, the company’s share in global natural gas production is 20%. Moreover, the largest privately owned oil and natural gas company in the world by proved reserves of oil and the second largest in terms of proved hydrocarbon reserves is also based in Russia. This firm has its business spread across 30 countries, and also retails petroleum products in 22 countries. The country also touts the world’s largest pipeline system spanning over 31,000 miles, owned by a state-run oil company As retail comes of age in the country, global retailers are making a beeline for Russia. Elaborate and expansive malls are sprouting up in support of this booming market. About half of the country’s exports are comprised of crude oil and natural gas. The natural resources sector also appropriates most of the FDI inflows coming into the country. At present, the integration of the Russia into the global economy is thus largely leveraged by oil, natural gas, and mineral resources.

Oil is key to the Russian economy and world markets - contribution is underestimated

Masaaki Kuboniwa, Professor at the Institute of Economic Research, No Date [“How Large is the Oil and Gas Sector of Russia? A Research Report”, Eurasian Geography and Economics 
It is difficult to overstate the importance of the Russian oil and gas  sector, both to the Russian economy and to world hydrocarbon  markets. Possessing 6 percent of proved world reserves of oil and 27 percent of  natural gas, Russia accounted for 9 percent of global  oil exports and 29 percent of gas exports in 2003. 1 Major customers included the European  Union, China, and Japan, with  considerable post-9/11 attention to the  prospects for penetrating the U.S. market (e.g., see Aron, 2002; Butler,  2002). And internally,  in the words of Clifford Gaddy (2004, p. 346), —It  is becoming increasingly clear that Russia‘s oil sector has been and will for the  foreseeable future continue to be the key to the country‘s economic  performance.“ That being said, there is a considerable range of  views as to the size of the sector, and there is a need to assess more critically what is  actually being measured in the official statistics. The World Bank (2004a, 2004b) only recently concluded that the share of oil and gas sector in Russian GDP was underestimated in the official GDP statistics compiled by Goskomstat Rossii (Federal State Statistics Service of Russia) due to the prevalence of the transfer pricing.2 In this brief paper we revisit the specific treatment of value added created in the oil and gas sector in Russian statistics and offer an alternative method of calculation based on the use of input-output tables, with .enterprise groups. serving as the units of statistical observation. The official figure for the share of the oil and gas sector in Russian GDP can be derived only from the input-output tables compiled by Goskomstat Rossii. The most recent input-output tables available at present cover the year 2001 (Sistema, 2004). The problem with the official Russian figure is that it is very low, namely 7.8 percent in 2000 and 6.7 percent in 2001 (see Table 1). As discussed below, when we add a part of the value added attributed to the trade and transportation sectors (as trade and transportation margins and net taxes on oil and gas) to the official figure, we obtain substantially different figures: 24.1 percent in 2000 and 20.5 in 2001. If this is the case, the share of industry should be increased by some 10 percent, and the share of the trade sector should be reduced accordingly (here, we neglect net taxes on products). This outcome completely changes the structure of Russian GDP, and the contribution of the oil and gas sector to Russian economic growth must be reconsidered. We begin by outlining the relevant methodology employed by Goskomstat Rossii, and follow by presenting our alternative calculations and a comparison of the two methods.  

Impacts – Russia/China War

Russian economic decline causes Russia-China war
Trenin 02 (Dmitri, Deputy Director of the Carnegie Endowment for International Peace, Former Russian Officer, After Eurasia, pp 308-309)
Usually, there is no shortage of dire predictions concerning Russia’s ultimate fate.  In a characteristic exchange of views on the eve of the year 2000, a prominent Russian intellectual predicted Russia’s disintegration within 10 to 15 years.  His European counterpart’s vision of Russia was that of Muscovy west of the Urals, with Siberia under Chinese control.  The American scholar limited himself to the vision of a Sino-Russian war.  If a doomsday scenario were to become a reality, this would be the result of a major economic catastrophe.  If Russia became a loose confederation, its borderlands would gravitate in different directions, and governing Russia would require the art of managing these very different orientations.  In other words, Russia would still join the world, but it would do so in less than one piece.

Extinction
Sharavin 01 (Alexander Sharavin, Director of the Institute for Military and Political Analysis, What the Papers Say, Oct 3)
Now, a few words about the third type of war. A real military threat to Russia from China has not merely been ignored; it has been denied by Russia's leaders and nearly all of the political forces. Let's see some statistic figures at first. The territory of Siberia and the Russian Far East comprises 12,765,900 square kilometers (75% of Russia's entire area), with a population of 40,553,900 people (28% of Russia's population). The territory of China is 9,597,000 square kilometers and its population is 1.265 billion (which is 29 times greater than the population of Siberia and the Russian Far East). China's economy is among the fastest-growing economies in the world. It remains socialistic in many aspects, i.e. extensive and highly expensive, demanding more and more natural resources. China's natural resources are rather limited, whereas the depths of Siberia and the Russian Far East are almost inexhaustible. Chinese propaganda has constantly been showing us skyscrapers in free trade zones in southeastern China. It should not be forgotten, however, that some 250 to 300 million people live there, i.e. at most a quarter of China's population. A billion Chinese people are still living in misery. For them, even the living standards of a backwater Russian town remain inaccessibly high. They have absolutely nothing to lose. There is every prerequisite for "the final throw to the north." The strength of the Chinese People's Liberation Army (CPLA) has been growing quicker than the Chinese economy. A decade ago the CPLA was equipped with inferior copies of Russian arms from late 1950s to the early 1960s. However, through its own efforts Russia has nearly managed to liquidate its most significant technological advantage. Thanks to our zeal, from antique MiG-21 fighters of the earliest modifications and S-75 air defense missile systems the Chinese antiaircraft defense forces have adopted Su-27 fighters and S-300 air defense missile systems. China's air defense forces have received Tor systems instead of anti-aircraft guns which could have been used during World War II. The shock air force of our "eastern brethren" will in the near future replace antique Tu-16 and Il-28 airplanes with Su-30 fighters, which are not yet available to the Russian Armed Forces! Russia may face the "wonderful" prospect of combating the Chinese army, which, if full mobilization is called, is comparable in size with Russia's entire population, which also has nuclear weapons (even tactical weapons become strategic if states have common borders) and would be absolutely insensitive to losses (even a loss of a few million of the servicemen would be acceptable for China). Such a war would be more horrible than the World War II. It would require from our state maximal tension, universal mobilization and complete accumulation of the army military hardware, up to the last tank or a plane, in a single direction (we would have to forget such "trifles" like Talebs and Basaev, but this does not guarantee success either). Massive nuclear strikes on basic military forces and cities of China would finally be the only way out, what would exhaust Russia's armament completely. We have not got another set of intercontinental ballistic missiles and submarine-based missiles, whereas the general forces would be extremely exhausted in the border combats. In the long run, even if the aggression would be stopped after the majority of the Chinese are killed, our country would be absolutely unprotected against the "Chechen" and the "Balkan" variants both, and even against the first frost of a possible nuclear winter.

Impacts – Nuclear War

Russian economic collapse causes civil war – that escalates and goes nuclear

David 99 (Steven David, Professor of Political Science at Johns Hopkins, Foreign Affairs, Jan/Feb 1999)
If internal war does strike Russia, economic deterioration will be a prime cause. From 1989 to the present, the GDP has fallen by 50 percent. In a society where, ten years ago, unemployment scarcely existed, it reached 9.5 percent in 1997 with many economists declaring the true figure to be much higher. Twenty-two percent of Russians live below the official poverty line (earning less than $ 70 a month). Modern Russia can neither collect taxes (it gathers only half the revenue it is due) nor significantly cut spending. Reformers tout privatization as the country's cure-all, but in a land without well-defined property rights or contract law and where subsidies remain a way of life, the prospects for transition to an American-style capitalist economy look remote at best. As the massive devaluation of the ruble and the current political crisis show, Russia's condition is even worse than most analysts feared. If conditions get worse, even the stoic Russian people will soon run out of patience. A future conflict would quickly draw in Russia's military. In the Soviet days civilian rule kept the powerful armed forces in check. But with the Communist Party out of office, what little civilian control remains relies on an exceedingly fragile foundation -- personal friendships between government leaders and military commanders. Meanwhile, the morale of Russian soldiers has fallen to a dangerous low. Drastic cuts in spending mean inadequate pay, housing, and medical care. A new emphasis on domestic missions has created an ideological split between the old and new guard in the military leadership, increasing the risk that disgruntled generals may enter the political fray and feeding the resentment of soldiers who dislike being used as a national police force. Newly enhanced ties between military units and local authorities pose another danger. Soldiers grow ever more dependent on local governments for housing, food, and wages. Draftees serve closer to home, and new laws have increased local control over the armed forces. Were a conflict to emerge between a regional power and Moscow, it is not at all clear which side the military would support. Divining the military's allegiance is crucial, however, since the structure of the Russian Federation makes it virtually certain that regional conflicts will continue to erupt. Russia's 89 republics, krais, and oblasts grow ever more independent in a system that does little to keep them together. As the central government finds itself unable to force its will beyond Moscow (if even that far), power devolves to the periphery. With the economy collapsing, republics feel less and less incentive to pay taxes to Moscow when they receive so little in return. Three-quarters of them already have their own constitutions, nearly all of which make some claim to sovereignty. Strong ethnic bonds promoted by shortsighted Soviet policies may motivate non-Russians to secede from the Federation. Chechnya's successful revolt against Russian control inspired similar movements for autonomy and independence throughout the country. If these rebellions spread and Moscow responds with force, civil war is likely. Should Russia succumb to internal war, the consequences for the United States and Europe will be severe. A major power like Russia -- even though in decline -- does not suffer civil war quietly or alone. An embattled Russian Federation might provoke opportunistic attacks from enemies such as China. Massive flows of refugees would pour into central and western Europe. Armed struggles in Russia could easily spill into its neighbors. Damage from the fighting, particularly attacks on nuclear plants, would poison the environment of much of Europe and Asia. Within Russia, the consequences would be even worse. Just as the sheer brutality of the last Russian civil war laid the basis for the privations of Soviet communism, a second civil war might produce another horrific regime. Most alarming is the real possibility that the violent disintegration of Russia could lead to loss of control over its nuclear arsenal. No nuclear state has ever fallen victim to civil war, but even without a clear precedent the grim consequences can be foreseen. Russia retains some 20,000 nuclear weapons and the raw material for tens of thousands more, in scores of sites scattered throughout the country. So far, the government has managed to prevent the loss of any weapons or much material. If war erupts, however, Moscow's already weak grip on nuclear sites will slacken, making weapons and supplies available to a wide range of anti-American groups and states. Such dispersal of nuclear weapons represents the greatest physical threat America now faces. And it is hard to think of anything that would increase this threat more than the chaos that would follow a Russian civil war.

Impact – Nuclear War

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

Impacts – Laundry List

Russian weakness causes nuclear war, prolif, disease, terrorism, CBW use, and global economic collapse

Oliker and Charlick-Paley 02 (Olga Oliker and Tanya Charlick-Paley, RAND Corporation Project Air Force, “Assessing Russia’s Decline,” www.rand.org/pubs/monograph_reports/MR1442/)
The preceding chapters have illustrated the ways in which Russia’s decline affects that country and may evolve into challenges and dangers that extend well beyond its borders. The political factors of decline may make Russia a less stable international actor and other factors may increase the risk of internal unrest. Together and separately, they increase the risk of conflict and the potential scope of other imaginable disasters. The trends of regionalization, particularly the disparate rates of economic growth among regions, combined with the politicization of regional economic and military interests, will be important to watch. The potential for locale, or possibly ethnicity, to serve as a rallying point for internal conflict is low at present, but these factors have the potential to feed into precisely the cycle of instability that political scientists have identified as making states in transition to democracy more likely to become involved in war. These factors also increase the potential for domestic turmoil, which further increases the risk of international conflict, for instance if Moscow seeks to united a divided nation and/or demonstrate globally that its waning power remains something to be reckoned with. Given Russia’s conventional weakness, an increased risk of conflict carries with it an increased risk of nuclear weapons use, and Russia’s demographic situation increases the potential for a major epidemic with possible implications for Europe and perhaps beyond. The dangers posed by Russia’s civilian and military nuclear weapons complex, aside from the threat of nuclear weapons use, create a real risk of proliferation of weapons or weapons materials to terrorist groups, as well as perpetuating an increasing risk of accident at one of Russia’s nuclear power plants or other facilities. These elements touch upon key security interests, thus raising serious concerns for the United States. A declining Russia increases the likelihood of conflict—internal or otherwise—and the general deterioration that Russia has in common with “failing” states raises serious questions about its capacity to respond to an emerging crisis. A crisis in large, populous, and nuclear-armed Russia can easily affect the interests of the United States and its allies. In response to such a scenario, the United States, whether alone or as part of a larger coalition, could be asked to send military forces to the area in and around Russia. This chapter will explore a handful of scenarios that could call for U.S. involvement. A wide range of crisis scenarios can be reasonably extrapolated from the trends implicit in Russia’s decline. A notional list includes: Authorized or unauthorized belligerent actions by Russia troops in trouble-prone Russian regions or in neighboring states could lead to armed conflict. Border clashes with China in the Russian Far East or between Russia and Ukraine, the Baltic states, Kazakhstan, or another neighbor could escalate into interstate combat. Nuclear-armed terrorists based in Russia or using weapons or materials diverted from Russian facilities could threaten Russia, Europe, Asia, or the United States. Civil war in Russia could involve fighting near storage sties for nuclear, chemical, or biological weapons and agents, risking large-scale contamination and humanitarian disaster. A nuclear accident at a power plant or facility could endanger life and health in Russia and neighboring states. A chemical accident at a plant or nuclear or nuclear-related facility could endanger life and health in Rusisa and neighboring states. Ethnic pogrom in south Russia could force refugees into Georgia, Azerbaijan, Armenia, and/or Ukraine. Economic and ethnic conflicts in Caucasus could erupt into armed clashes, which would endanger oil and gas pipelines in the region. A massive ecological disaster such as an earthquake, famine, or epidemic could spawn refugees and spread illness and death across borders. An increasingly criminalized Russian economy could create a safe haven for crime or even terrorist-linked groups. From this base, criminals, drug traders, and terrorists could threaten the people and economies of Europe, Asia, and the United States. Accelerated Russian weapons and technology sales or unauthorized diversion could foster the proliferation of weapons and weapon materials to rogue states and nonstate terrorist actors, increasing the risk of nuclear war.

AT: Oil Shocks Coming

High oil prices are here to stay

Wharton 11 Wharton Business School of the University of Pennsylvania, “Crude Reality: Why High Oil Prices Are Here to Stay” March 16, 2011. http://knowledge.wharton.upenn.edu/article.cfm?articleid=2732
The ride is not over yet, say economists and Wharton professors: There may be ups and downs, but long term, high oil prices are here to stay. On top of volatility caused by natural catastrophes and political upheavals, a tight oil supply and increasing demand promise to keep driving prices up steadily over time. Prices could fluctuate between $60 to $200 a barrel, but probably will not go back to $30 or $50 anytime soon, says Wharton management professor Witold Henisz. Higher prices "are going to be part of the environment for the next few years. There just isn't a lot of surplus oil."  Supply and demand are just part of the equation: Fear of a future squeeze also drives prices higher than they should be. That is not good news for a fragile economy struggling to reemerge from a crippling recession, but most experts are not predicting a double-dip just yet. That would require a sustained period of oil prices north of $125 a barrel -- or another disaster in an oil-rich part of the world.  The fallout from the 8.9-magnitude earthquake and tsunami in Japan has added to oil market confusion. "Oil prices are being pulled in two opposite directions," says Bernard Baumohl, chief global economist at the Princeton, N.J.-based Economic Outlook Group and author of The Secrets of Economic Indicators: Hidden Clues to Future Economic Trends and Investment Opportunities. "The disasters in Japan are pulling prices down in anticipation of slower Japanese growth in the short term, and because their oil refineries are damaged and thus [they] will order less crude oil. Lifting prices higher, however, is the civil unrest in Bahrain now that Saudi Arabia and other Gulf nations have sent troops into Bahrain. The net result will still be higher oil prices because of the fear that Saudi Arabia is now completely encircled by countries that are unstable. Expect oil to remain in triple digits and gasoline prices to stay above $3 for the rest of the year."  

AT: Oil Shocks Coming
Oil is here to stay in the status quo

Huber 05 Peter Huber, Co-author of The Bottomless Well, Time, October 23, 2005. http://www.time.com/time/magazine/article/0,9171,1122019-2,00.html
Nonsense. Technology and politics--not geology--determine how much we pump and what it costs. America currently consumes about 7 billion bbl. of oil a year. When production in Persian Gulf fields was ramped up by 12 billion bbl. a year in the 1960s, global prices collapsed. That made it politically painless for the U.S. to ban almost all new drilling off the Florida and California coasts and then in much of Alaska. With oil, as with textiles, domestic production peaked because others began producing the same stuff cheaper, while we contrived to make our production more expensive. Today Alaska contains 18 billion bbl. of off-limits crude. We've embargoed at least an additional 30 billion bbl. beneath our coastal waters. And we could fuel many of our heavy trucks and delivery vehicles for a decade with the 20 billion bbl. worth of natural gas we've placed off limits in federal Rocky Mountain lands. Outside our borders, Alberta's tar sands contain 180 billion bbl. recoverable with current technology, and Calgarians are pumping that oil today. A total of several trillion barrels of oil soak the sands of Canada and Venezuela alone--a century's worth at the current global rate of consumption. Then there are methane hydrates. The U.S contains some 30 trillion bbl. worth of those frozen hydrocarbons off the shores of Alaska, the continental coasts and under the Rockies. There's little doubt they too can be extracted economically. If we try, we'll certainly find cheap ways to transform North America's 1 trillion bbl. worth of coal into crude as well. General Patton's Third Army completed its roll across Europe on coal liquefied with German technology. The price of oil has always fluctuated. In inflation-adjusted dollars, it was higher in the early '80s than it is today. Extraction technologies continue to improve much faster than supply horizons recede. We've got the right know-how and the right planet. What we lack is the political will. 

AT: Russian Collapse Inevitable

Russian collapse not inevitable – they’re still a superpower

The Economic Collapse 10 No author given, The Economic Collapse, July 9, 2010. “The Russian Bear Awakens” http://theeconomiccollapseblog.com/archives/the-russian-bear-awakens
Today most Americans consider the United States to be "the sole remaining superpower" - absolutely unparalleled economically and militarily. But the truth is not anything close to that. As we detailed in a previous article, China has become a very dominant economic and military superpower. But there is another world superpower that the American people and the American media are not taking seriously. The Russian Bear has awakened, and yet most people in the U.S. think of Russia as a Cold War opponent that we "defeated" and which is now a shell of its former self. The recent Russian spy case is a perfect example of the tremendous lack of respect which the American public has for Russia these days. It is almost as if the media is saying: "Oh look, isn't it so cute that these little Russians are spying on us as if the Cold War was still going on?" But the truth is that it is a massive error to underestimate Russia. Today it is a fact that Russia is stronger both economically and militarily than it ever has been before. You doubt this? Quick - name the number one oil producer in the world. Here's a hint - it is not Saudi Arabia. It is Russia. Russia has also recently become the number one oil exporter in the world. Not only that, but Russia is also the number one exporter of natural gas in the world. In a world starving for oil and natural resources, that puts Russia in a very strong position. Back on December 28th, Russian Prime Minister Vladimir Putin was on hand to celebrate the opening of Russia’s first modern Pacific-based oil export facilities. The Pacific port of Kozmino now allows Russia to export huge amounts of oil to growing economies throughout Asia. And to the United States. Did you know that Russia is rapidly becoming one of the top suppliers of oil to the United States? It's true. So is it smart for the U.S. to start becoming dependent on oil from Russia? No, probably not. But that is what is happening. And the Russian economy is booming. Russia experienced very high economic growth during the early part of the past decade, and analysts project Russia’s GDP will grow by more than 5% in 2010. And most people think of Russian cities as crumbling, broken down cities where people stand in line for bread. Not anymore. According to Forbes, Moscow is now the third most expensive cities in the world in which to live. In fact, the cost of living is higher in Moscow than in any U.S. city. Who would have thought that it costs more money to live in Moscow than in New York City? But Russia has not just become an economic superpower once again. Russia has also been using all of this new economic power to rapidly update and modernize both its conventional and strategic military forces.... *Over the last several years, Russia has been very busy updating and modernizing their strategic nuclear forces. U.S. officials still claim that America has a technological edge in this area, but everyone agrees that the gap is rapidly narrowing. *On June 15th, Russia introduced their new "fourth generation" nuclear submarine to the world, which is apparently quieter than any other submarine in existence. *Not only that, but a couple weeks ago Russian Prime Minister Vladimir Putin climbed into the cockpit of Russia's new "fifth generation" fighter jet and announced that it was far superior to the F-22 Raptor. And Russia is once again projecting their strength throughout the world. We all saw what they were able to achieve in Georgia. But they have been very busy elsewhere as well.... *Iran announced on Wednesday that the Bushehr nuclear power plant, a joint project with Russia, would be ready for operation in two months. *Russia has signed major arms deals with Syria under which it will sell Syria warplanes, anti-tank weapons and air defense systems. *After Russian President Medvedev's historic visit to Damascus, Russia's energy minister announced that his country is "studying the question" of building a nuclear power plant in Syria. *Russian President Dmitry Medvedev recently announced that Russia and Turkey are becoming key strategic partners. *The Russian government has agreed to a raft of new accords with the new, much more pro-Russian, government in Ukraine. But still the United States is not taking Russia seriously. According to Admiral James A. Winnefeld, the commander of the U.S. Northern Command, Russia is continuing to fly strategic nuclear bombers close to U.S. and Canadian airspace because the Russian military is seeking to maintain "the illusion of power". The illusion of power? Is he kidding? It is this dramatic underestimation of Russia power that could end up seriously burning us in the end. The truth is this lack of understanding of the world situation goes all the way to the top. Barack Obama is pushing for a plan which would reduce the size of the U.S. strategic nuclear arsenal to about 10 percent of what it was at the height of the Cold War. Most Americans (and most people who will read this article) simply dismiss Russia as not being a significant threat, but that just shows how misinformed most people are. And in many ways Russia is in a much better position right now than the United States is. The Russian government actually ran large budget surpluses from 2001 to 2007 and has a very small national debt. Meanwhile, the U.S. government has accumulated the biggest debt in the history of the world. In fact, Russia owns about 100 billion dollars of that debt. My how the tables have turned. The frightening thing is that Russia and China are cooperating on a host of economic and military projects as they seek to "counterbalance" U.S. power in the world. The truth is that the U.S. cannot just "do whatever it wants" in the world anymore. Russia and China are both more powerful than they have ever been before and they aren't going anywhere any time soon.

AT: Russian Collapse Inevitable

High oil prices spur Russian economic diversification

Ed Bentley, staff writer at Moscow News, 6/6/2008 [“Russia’s Roaring Economy not out of the Forest”, http://www.themoscownews.com/business/20080606/55331949.html]
The rising price of energy products appears extremely beneficial for Russia's economy. The revenue from exports is already massive  and this has helped fuel growth in the last eight years. Any further increase will certainly be an opportunity but could also present  serious challenges. Russia has been accused of being dependent upon its natural resources for growth. The World Bank and IMF claim  that the energy sector makes up approximately twenty percent of GDP. The economy is therefore vulnerable to changes in this sector,  although an oil price decrease looks unlikely, and the government has recognized the necessity of diversification. "The focus of  economic policies..." said the Russian Ambassador to the EU, Vladimir Chizhov, when speaking to EurActiv the day before  Medvedev's inauguration, "is to decrease the reliance on oil and gas exports and to use the money accumulated thanks to the high  world prices to stimulate the development of other sectors, primarily the innovation sectors, nanotechnologies, high-tech, also improving the infrastructure, including transport infrastructure." Diversification of the technological sector would help to modernize  the economy and lead to massive productivity increases. Nano-technologies have been cited as one of Russia's key market  opportunities in the next 10 years. 

Oil is key to the economy and diversification

Ed Bentley, staff writer at Moscow News, 6/6/2008 [“Russia’s Roaring Economy not out of the Forest”, http://www.themoscownews.com/business/20080606/55331949.html]
Last year, GDP increased by 8.1 percent, marking an eighth straight year of economic growth. GDP has increased by an average of 7.8 percent a year since 2000, making Russia significantly richer than when Putin assumed office. The IMF predicts that economic growth will remain over 5 percent a year until 2013. However, Russia's GDP per capita of $9,075 is still significantly below that of other G8 nations. Both the U.S. and the U.K. have a GDP per capita of approximately $45,000 and this is set to rise to $55,723 in the U.S. by 2013, according to IMF data. The IMF estimates that GDP per capita in Russia will be $25,090 in 2013. Presently, Russians are less wealthy than their G8 counterparts. Prospects Until 2020 Due to energy prices the Russian economy is in a position with significant potential. Eight years of impressive growth are likely to continue into the future and Russia will begin to catch up with other countries according to IMF predictions. However, for the long term success and stability of the economy, two significant challenges must be overcome. Lowering inflation would create a stable economy which would encourage investment and fuel future growth. Furthermore, diversification is needed to ensure long term growth and protect against shocks in the energy market. As Chizhov suggested, developing high tech industries would allow for substantial growths in GDP and productivity, extending beyond 2020. 

AT: SPS Inevitable

SPS is not inevitable – it still requires a lot of work
Hsu 09 Jeremy Hsu, staff writer for LiveScience.com, Space.com, December 2, 2009. http://www.space.com/7617-controversy-flares-space-based-solar-power-plans.html
Space solar power advocates may soon get their day in the sun, as different projects aimed at beaming energy to Earth from orbit begin to take shape. But at least one space power scientist worries that a U.S.-based project may be promising too much, too soon.  Last week, California regulators proposed a plan to approve a 15-year contract with the American company Solaren Corp. to supply space-based solar power to utility giant Pacific Gas & Electric (PG&E) by 2016. The Japan Aerospace Exploration Agency (JAXA) has also teamed up with a private Japanese coalition to design a solar space station for launch by the 2030s.  Such projects encourage scientists who dream of harnessing the sun's power directly, without the interruption of cloudy skies and Earth's day-night cycle. Marty Hoffert, a physicist at New York University and one of the staunchest supporters of space solar power, suggests that today's technologies allow space solar power to provide energy as cheaply as the usual solar panel arrays on Earth.  "The problem is that we're treating space solar power as something that has to compete with coal right now," said Hoffert, who gave a recent talk on beamed power at the New Jersey Institute of Technology. "Nothing can compete with coal."  Despite his enthusiasm, Hoffert remains skeptical of Solaren's plan. And he warns that failure to deliver could deal a life-threatening blow to the dream of space solar power. 
Not inevitable – it’s least two decades away from being viable

Solar Power Panels 11 Solar Power Panels, blog about solar panels, March 8, 2011. http://solarpowerpanels.ws/solar-power/solar-power-from-space-still-off-in-the-distance
For decades, there has been a “space race” of sorts going on behind the scenes.  Researchers and scientists have been working to develop a way to effectively and efficiently harness solar energy straight from space.  Yet, even as solar technology advances here on Earth, solar power from space is still off in the distance.  Is solar power from space on the horizon? Blame a lack of funding, rather than innovation.  The United States, Europe and Japan have developed projects that would beam solar power from space, where the sun is constantly shining and is not filtered by the atmosphere or weather patterns.  However, in order to test and implement them requires a great deal of capital that governments simply do not have. According to the Japan Aerospace Exploration Agency (JAXA): “High-accuracy beam control technologies both for microwave and laser power transmission, construction of large space structures (kilometer-scale), and low-cost space transportation are the major challenges.” Not only is expense a major hurdling block, but there is not consensus on the best way to transmit the collected solar power back to Earth.  Solaren Corp. will use microwaves to supply solar power for utility giant Pacific Gas & Electric by 2016, but laser beams are the preferred method of Europe’s EADS Astrium.  Solar energy above the atmosphere can be transmitted to Earth Once we finally agree on a method to transmit solar power from space, addressing the… um… “sky high” costs is the next step.   Yet, a recent cost analysis by JAXA and another Japanese space agency, the Institute for Unmanned Space Experiment Free Flyer, determined that space-based solar power might eventually cost only 10 to 20 cents per kilowatt hour (kWh), which would make it competitive with fossil fuels. But we’re talking at least 20 years from now, according to the agency.  Don’t expect a viable space solar power system until the 2030s at the earliest. 
AT: Diversification Now

No Russian economic diversification – Libya
Ksenia Nekhorosheva, RIA Novosti, Russia’s largest news and information agency, 3/14/2011 [“Unrest in Libya hurt Russian economic diversification, analysts say”, http://en.rian.ru/business/20110314/162994533.html]
Efforts of Russia, one of the world's largest crude producers, to increase the share of its non-energy economy has been nipped in the bud by higher oil prices following the unrest in Libya, a significant oil supplier to the international market, analysts say. Unrest in Libya, a member of the Organization of Petroleum Exporting Countries (OPEC) and the world's 12th largest crude exporter, propelled oil prices to $130 per barrel, the highest in the last two and a half years. This might seem a boon for Russia, where energy revenue accounts for 65% of the budget revenue, but analysts say it deprives the economy of incentive to diversify with the bulk of investment coming into the highly profitable energy sector. 

Economic diversification fails and would destabilize Russia 

Clifford G. Gaddy. Professor of Economics at Duke & Georgetown, senior fellow at Brookings Institute, 6/16/2011 [“Will the Russian economy rid itself of its dependence on oil?”, http://en.rian.ru/valdai_op/20110616/164645377.html]

To ask whether the Russian economy will rid itself of its “dependence on oil” is to ask whether ideology will trump economics. Many people in Russia—including President Medvedev—seem to believe Russia should de-emphasize the role of oil, gas, and other commodities because they are “primitive.” Relying on them, they argue, is “degrading.” From the economic point of view, this makes no sense. Oil  is Russia’s comparative advantage. It is the most competitive part of the economy. Oil and gas are something everyone wants, and Russia has more of them than anyone else.  It is true that the Russian economy is backward, and that oil plays a role in that backwardness. But oil is not the root cause. The causes of Russia’s backwardness lie in its inherited production structure. The physical structure of the real economy (that is, the industries, plants, their location, work forces, equipment, products, and the production chains in which they participate) is predominantly the same as in the Soviet era.  The problem is that it is precisely the oil wealth (the so-called oil rent) that is used to support and perpetuate the inefficient structure. For the sake of social and political stability, a large share of Russia’s oil and gas rents is distributed to the production enterprises that employ the inherited physical and human capital. The production and supply chains in that part of the economy are in effect “rent distribution chains.”  A serious attempt to convert Russia’s economy into something resembling a modern Western economy would require dismantling this rent distribution system. This would be both highly destabilizing, and costly in terms of current welfare. Current efforts for “diversification” do not challenge the rent distribution system. On the contrary, the kinds of investment envisioned in those efforts will preserve and reinforce the rent distribution chains, and hence make Russia more dependent on oil rents.  Even under optimal conditions for investment, any dream of creating a “non-oil” Russia that could perform as well as today’s commodity-based economy is unrealistic. The proportion of GDP that would have to be invested in non-oil sectors is impossibly high. Granted, some new firms, and even entire sectors, may grow on the outside of the oil and gas sectors and the rent distribution chains they support. But the development of the new sectors will be difficult, slow, and costly. Even if successful, the net value they generate will be too small relative to oil and gas to change the overall profile of the economy.  Thus, while it is fashionable to talk of “diversification” of the Russian economy away from oil and gas, this is the least likely outcome for the country’s economic future. If Russia continues on the current course of pseudo-reform (which merely reinforces the old structures), oil and gas rents will remain important because they will be critical to support the inherently inefficient parts of the economy. On the other hand, if Russia were to somehow launch a genuine reform aimed at dismantling the old structures, the only realistic way to sustain success would be to focus on developing the commodity sectors. Russia could obtain higher growth if the oil and gas sectors were truly modern. Those sectors need to be opened to new entrants, with a level playing field for all participants. Most important, oil, gas, and other commodity companies need to be freed from the requirement to participate in the various informal schemes to share their rents with enterprises in the backward sectors inherited from the Soviet system.  Certainly, there are issues with oil. It is a highly volatile source of wealth. But there are ways to hedge those risks. A bigger problem is that oil will eventually lose its special status as an energy source and therefore much of its value. But that time is far off. It will not happen suddenly. In the meantime, sensible policies can deal with the problems. Otherwise, the approach should be to generate the maximum value possible from the oil and protect that value through prudent fiscal policies. Russia should not, can not, and will not significantly reduce the role of oil and gas in its economy in the foreseeable future. It will only harm itself by ill-advised and futile efforts to try.

AT: Diversification Now

Continued oil wealth precedes economic diversification

DNI, Director of National Intelligence, 4/25/2004 [“Eurasia 2020 Global Trends 2020 Regional Report”, http://www.dni.gov/nic/PDF_GIF_2020_Support/2004_04_25_papers/eurasia_summary.pdf]

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