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Symptoms of MID-CYCLE


Changing the phase of reproduction is a major market fluctuations. At any given moment is the economic situation - they are going from the past, reflect all the events of the  current moment, and content the blank for future changes.

Changing the phase of reproduction is a major market fluctuations. At any given moment is the economic situation - they are going from the past, reflect all the events of the  current moment, and content the blank for future changes.
Conditions of one phase of the cycle are prepared for the transition to the next phase, so this movement is a chain of changes under the law of market economy development. Thus, the crisis in the phase of recovery matures. Depression is prepared in crisis. Conditions for recovery lay in depression phase. In turn, based on the development of the contradictions of recovery is an ongoing transition to recovery.
One phase of the cycle follows after another phase, a succession of phases is an economic law for the market’s economy. Phase of the crisis is ripening in the late growth phase. Depression is prepared by the  late phase of crisis. Conditions for phase of recovery are laid in the phase of depression. Then the cycle is going to another phase, named “growth”. But the economy is growing within the period of these two phases, and we must to find the moment when the pre-crisis peak load capacity has reached.
 
Form of economic crisis is expressed in the disparity between supply and demand.  In this time we can watch a. delay of effective demand from the supply of goods. And as long as the violation exists on the market, successive periods of cyclical ups and crises at the current level of prices will inevitably give rise to this contradiction.

The causes of the economic cycle are a feature of reproduction of fixed assets.

Features reproduction of fixed capital (machinery and equipment), i.e. fixed assets are as follows:
1) The monetization of produced goods is a carrier of their cost. This process is ongoing permanently.

2) Amortization of equipment spread over several years (i.e., cancellation of the value of goods. This makes the capital to be very sensitive to all sorts of changing conditions. In times of crisis and depression jeopardized the very possibility. Since the use of the equipment shall be subject to the implementation products manufactured on this equipment. Hence the desire for its rapid depreciation.
3) The inverse transformation of capital into the money form the consumer is separated in time from the reverse transformation of goods manufactured on the equipment to other elements of fixed capital. (elements of fixed capital like raw materials, metals, energy). This time span is determined by the period of reproduction of the labor themselves.
4) Update of the equity capital has been uneven, and the cycle that does not depend on his physical aging and obsolescence of its mass and impairment in the crisis.

Impairment of capital implies the need to mass update, as delay in the technical reconstruction of depriving entrepreneurs to compete in the market, making a profit, therefore we can say that the material basis of the cycle is a renewal of fixed capital (fixed assets), its active part.
Now there are discovered three types of medium-term cycles in economic development. They are: cycles of C. Zhyuglyar S. Kuznets an D. Kitchen. All these cycles can be correspondent to the industrial development. Cycles of C. Zhyuglyar  is cycle of industrial production, it has a material base whish is changed every new cycle, this base is the renewal of fixed capital (its active part) or machines and equipment, it may be a removal of old equipment and a replace by new one or improving in capacity the present equipment (changes in the modification). This cycle can be lasted about 8-11 years, but in some dependence on what period of the large cycle (growth or decline) the length of the industrial cycle can be increased or decreased. These cycles which we name cycles of D. Kitchen has a material base in complete replacement  of industrial enterprises’ stocks or update inventory. This type of cycles is quite short, it can be lasted about 3-5 years and in terms of scientific and technological progress the length of it can be decreased till one year. The third type of cycles – cycles of S. Kuznets are named like construction cycles, their material base is in changing of industrial buildings and structures or passive part of fixed capital. The medium length of these cycles is about 18-20 years.
CRISIS. The transformation from the money's form to the consumer's form needs some time for the back transformation all produced goods into other elements of fixed formation capital (raw materials, metals, energy). 

This period of time is determined by some period, which is necessary for reproduction in the material form of labor and capital.

The update process of fixed capital occurs cyclically uneven and a moral and not physical aging of equipment leads to massive depreciation in the crisis.

Material basis of the cycle is to update the capital fixed formation (fixed assets), its active part.

In the sphere of circulation is started a stockpiling of goods. The first signs of crisis are seen first in the wholesale trade.

They were not seen in retail trade, which is in close communication with the consumer. The first signs of crisis are manifested in the banking sector, which supplies the capital wholesalers.

 During this period of industrial prosperity is the slogan - first goods - money next, in the first time of crisis it in traverses to next - first we need money and then we need goods.

The world economy is in a phase of prosperity, so the length of the medium-term cycle may be shorter than in the previous period. Its duration may be from about 6 to 8 years. The cycle began with the end of 2007.Then it was a short time of depression. Now the economy of the developed countries is at the stage of recovery. This phase lasts for one year or maximum for two years.

What do you think when the current cycle will end?

Not all phases have the same value. The phase “Crisis” is the spine of the cycle, as it gives the economy a jump, a recurring character. The crisis is the sign not only completes one cycle, but also marks the start of a new cycle. 

Therefore, the first signs of an impending crisis should be sought in the sphere of circulation at the interface between production and consumption. The very possibility of the crisis lies in the metamorphosis of the commodity - the transition from seller to buyer within a certain period.
In fact, by the end of recovery, when the market begins to emerge goods produced in new enterprises, unexpectedly found that the production of consumer goods begins to outstrip the current level of consumption of the masses. (Population).

In the sphere of circulation start stockpiling goods. Crises tend to show up and break out not in retail, which is concerned with the immediate consumption, and in wholesale trade and banks that provide it the money capital of the company. Here we mean the accumulation of goods in excess of the required for the smooth trade and the lives of a developed society.

The growing accumulation of goods is found primarily in the production of consumer durables (refrigerators, cars, televisions - an expensive home electronic appliances, furniture, etc.), and later in the production of basic necessities (food, clothing).

At the beginning of this phase industry does not reduce the excess production of goods, trying to available means to overcome the narrowness of the market (falling prices, consumer credit), and hoarding the transition from the wholesale trade in light industry. These funds, however, does not help, commodity stocks reached such proportions that it is an obvious need to reduce production.

Crisis makes the push to reduce the production of commodity credit. Production can only function smoothly if the merchants are able in time to pay for goods received on credit. Since stocks of goods are not selling, then the system of commercial credit collapse, the expression of the crisis of commodity credit is bankruptcy in the retail and wholesale trade and money-hungry. Shortage of money is created as a result of the fact that manufacturers are trying to avoid bankruptcy, rush to financial institutions for loans. Lending rate reaches a 

The crisis is spread in the sphere of banking and rapidly unfolding in the manufacturing sector. In a highly relationship of individual industries, the violation of the reproduction process in any of the major industries in the orbit of the crisis involves a new industry, transport and other service sectors related to the economic life of society.

During this phase we can see how indexes of production, circulation and consumption are felling, growing only next indexes inventory, interest on loans, unemployment and bankruptcies. The number of unused production capacity.
But the crisis is the result not only of great aggravation of the contradictions of the reproduction process of the market economy and the accumulation of imbalances, but it is only a short and violent means of solving these contradictions and imbalances, the means of restoring a temporary equilibrium between supply and demand.
Therefore, the decline in production, falling prices, or a real expression for the constant growth of inflation, falling stock prices, employment, labor, etc., are not only indicators of the unfolding crisis and the means to resolve existing conflicts and restoration of temporary equilibrium.
During the crisis of the reproduction process falls. Enterprises with high production costs (low organic composition of capital) go to bankrupts. And manufactured goods are covered for losses caused by agricultural producers. Supply and demand equilibrium is at a low point.
Depression

This phase of the cycle is following the crisis. The main signs of depression are stopped. The drop in production, consumption stops too. Sometimes during this period we can see falling in real prices. Depression is characterized by a sharp decline in stocks. The economy is characterized by stagnation. There are no production growth, but it has stopped falling, not increasing the number of employees, but no layoffs. Steady level of prices doomed to failure most of the productive apparatus of entrepreneurial activity. Operate only the strongest companies with the highest organic composition of capital and relatively small production costs, which can operate with a profit at a steady price level. This phase is the shortest in the cycle it lasts not more then 3-6 months.
Recovery

Previously, only the demand for equipment is placing the companies which correspond to the II unit of all industry, being closer to the consumer. Companies of this unit give orders an issue orders related industry, but soon to come this way a business unit in need of new equipment. Ongoing process of renewal of fixed capital of the previously reflected in the portfolio companies an order unit, and then to expand its production. It should be noted that the broader and deeper process of moral depreciation of capital during the crisis, the more intensively developed in the ascending line market economy in the phases of recovery and expansion. 
How quickly this process will go depends on the investment. The revival is characterized by massive renovation and expansion of fixed capital. It follows from this excess of demand over supply of machinery and equipment. This causes a rise in prices, profits, employment, rapid expansion of production. This explains the increase lending rates, because of the demand for capital grows. Employment growth during this period, it causes the increase in effective demand, it is expanding production of consumer goods and all sectors of the economy in motion. It takes some time on a full load of equipment capable of deliver the goods to a substantial price, the production culminates in the pre-crisis period, and enters a stage of growth (see chart in presentation).
Growth or “a pure growth” phase.

It's such a phase, when in the depths of the process of expanded reproduction begin to create imbalances and more or less quickly growing oversupply. We must distinguish the stages of recovery - a mature stage, the end.
General renewal of fixed capital causes a dramatic expansion of the production apparatus I units. Capital construction takes enormous size. Construction and departments of social production is a feature that creates a demand for a long time on the market, gradually increasing the imbalance between supply and demand. Lack of supply leads to higher prices, a prolonged separation from the price of the commodity price of production, because production cost increase (see graphs cap. investment, public costs). Rising prices creates an objective opportunity to engage in a number of existing enterprises those due to outdated equipment ceased production during the crisis and depression. In this regard, during this period the rise of price of production increases. Along with increased prices for goods 1) 1 unit with some delay and to a lesser extent starts.


All indicators are going up, the rates of unemployment are declining only.
During the cyclical upturn is observed as the growth of private consumption at the expense of employment growth and reduce unemployment, and for parity with wage growth index during this period has a higher growth rate. The growth of personal consumption stimulates the expansion of second division of social production, creates a temporary excess of supply over the millet, and causes a rise in prices compared to the cost of production. However, in the second division of social production, this gap in prices and production prices can not be prolonged because of the short compared to the first division of the working period.

Consumer demand is beginning to lag behind the supply of goods. In other words, over-accumulation of capital always comes after "quantitative expansion of production - after the new construction. This is a sure sign that the NTP develops shocks, and not gradually ascending line of the technological revolution is complete.

Economic situational symptoms
The group of indicators that characterize the movement of industrial production are:
The index of industrial production, production data in absolute units, production capacity and the degree of loading of individual industries, data on labor (labor productivity, employment, unemployment, size, length of working week, rates and payroll), order book , capital investments, construction contracts, inventory, issuance of securities, lending rate.
1. Movement of industrial production indices (aggregate and sectoral) in general corresponds to the motion of the economic cycle: in times of crisis, they are reduced during periods of recovery and recovery are increasing, as is evident from the above chart. There is a certain regularity in the development of the movement of industrial production in the crisis phase, depending on the nature of consumer products. Thus, in times of crisis, a sharp decline in production of durable goods, slightly less reduced mining and even less significant reduced production of goods short-term use. For durable goods statistics classifies as a means of production - steel, nonferrous metals, timber, equipment, and consumer goods - cars, household appliances expensive and the products of military industry. The goods include short-term use primarily consumer goods, food products and beverages, tobacco, textiles, clothing, leather goods, etc.


Output in absolute units as means of production (or quantitative value) depending on the value of output, duration of the period of manufacture, the circle of consumers - faster or slower reflect changes in market conditions. Since some industries as steel, shipbuilding and aircraft construction work on the system pre-orders for certain customers.


Other industries, like automotive, electronic, and others have a relatively short period of manufacture and supply products to the market, where the buyers are the consumers of the unknown. As a result, the increase or decrease the release of goods with long production cycle is not an accurate indicator of improvement or deterioration in market conditions as well as the presence of a large backlog of orders or the lack thereof in such industries will decline in output dynamics from the dynamics of the economic cycle. With regard to the dynamics of production consumer goods, especially foodstuffs, the originality lies in the fact that in times of economic crisis, the volume of production of such goods is practically not affected. This is due to the need to meet the physical needs of the population and natural population growth, as well as from the transition of the least wealthy strata of the population to less high-calorie foods, demand is increasing.
Capacity utilization rate shows the percentage of industrial equipment in one way or another branch at any given moment. The dynamics of this index corresponds to the dynamics of the cycle, i.e. during the economic crisis reduced capacity utilization due to reduced output, and the phases of recovery and recovery - is growing. It should be remembered that even with a favorable conjuncture of capacity utilization is typically less than 90% since 10% or so, always make the required reserve for repairs or to meet unexpected demand appears.
Labor productivity 

Labor productivity as a measure of production output per worker or per man-hour reflects the labor input, i.e. efficiency of social production. By analyzing the movement of labor productivity in manufacturing industries, and especially around the non-farm sector should not be forgotten that the labor productivity figures are averages and can vary significantly by industry. On the crisis phase of labor productivity, as a rule, falls or grows at a rate close to zero. In phase recovery rate is growing as quickly as possible to phase recovery - growth rate is relatively low the previous phase, and in some cases by the end of recovery become negative.

The slowdown in productivity growth is in the phase of a pure growth, due to the dual impact of cash loading capacity. On the one hand, the maximum level of output, when reached almost full capacity load, use and less productive and modern equipment are expensive to operate. On the other hand, at the end of recovery observed the opposite phenomenon, because starts falling load associated with an excessive amount of investment. Unreasonably large amount of accumulated capital can not use all available equipment, increasing its downtime, the shift decreases, leading to slower growth time of manufacture.
Employment and unemployment as indicators of labor is closely related to industrial production. The pattern is that in times of crisis during the fall in industrial output declining employment, and unemployment is rising, and during the recovery and expansion, accompanied by the growth of industrial production, employment increases and unemployment falls. However, not all changes in employment are determined by cyclical factors. An important factor in determining the reduction of full employment in producing process is the modern scientific and technological revolution.
Under the scientific and technological progress terms it should distinguish between short-term unemployment and long-term unemployment caused by industrial restructuring. As the decline in economic activity share a long-term unemployment is growing. The employment and unemployment can only be indirect indicators of market conditions.
The level of incoming orders and order book.

The specifics of production and consumption of certain commodities such as ferrous and nonferrous metals, machinery and equipment, determines their production to customers' orders, in accordance with certain technical indicators pre-payment of the advance. Order system is due to the fact that it constantly needs a certain type of product and quality. In issuing the order for manufacturing of metal or a car, the customer has some financial responsibility and, therefore, comes from its own assessment of the forthcoming situation. If the prospects of selling its products deteriorate, it reduces the size of the order, and vice versa, enabling the long term, especially with higher price, it increases the order of calculation not only for their own future consumption, but to create a well-known stock as insurance against further losses rise in prices. For a manufacturer of metal equipment and incoming orders and order book (the volume of orders available to the firm regardless of when they become available) - will determine the loading of the enterprise for the future. Comparing the size of the backlog of orders on a calendar date to the size of output per month or per year, you can determine the likely load the company not for a few months in advance. 

Therefore, increasing the backlog of orders indicates an increase in demand, which finds manifestation in the future to increase production. Conversely, it can be proved when it’s watched a reducing portfolio, a reducing of incoming orders - indicators of worsening condition and a sign near the production decline. Trends in orders ahead of production and therefore this indicator can be used to predict, because fall in incoming orders is reflected in the current production. Comparing incoming orders with a volume of industrial production, it is easy to determine in which direction the change portfolio.
Investments in fixed capital.
The material basis of the reproduction cycle of the market economy is the movement of capital. The dynamics of investment reflects the wave-like process of updating and expansion of fixed capital and is closely associated with the frequency of cycles. Conditions for the economic crisis formed when the highest point of the next mass upgrade and was fixed investment are declining.
The growth of investment is a sign of high market capacity and meets the phases of growth and expansion. Disinvestment leads to deterioration in market situation it takes place before the crisis.

Investments in fixed capital are divided into costs for the purchase of machinery and equipment (active part) and the cost of construction (passive part). As a general rule, most investment is in machinery and equipment, especially in recent decades under the impact of scientific and technological progress accelerates the obsolescence of equipment.


Gross capital expenditures are divided into public and private. First of all, private equity groups are sensitive to changes in market conditions. This indicator is used to determine the maturity of the lift (beginning, middle, or end) when the monotonous line of production is not the answer to this question.
State capital investments and their volume and dynamics are determined by the size of the public sector in the economy, as well as the scale of military spending. Taking this fact into account, it becomes clear why the overall size of capital investments sometimes react poorly to worsening market conditions. The anti-crisis policy of the state's investment affects the dynamics of gross capital investment, diverting it from the production dynamics in the cycle.

Construction

Construction is a sensitive indicator of market conditions. Cyclical fluctuations have both the construction sector - residential and industrial. Closer to the dynamics of the cycle is industrial building that is it is closely associated with investments in fixed assets, determining the dynamics of the cycle. Contracts for construction of residential and commercial utilities give an idea as to the amount of future construction and startup of enterprises producing construction materials. Contracting for some time ahead of the start of construction, and therefore this indicator can be used to predict the activity of construction organizations and industry, supplying them with necessary materials.

 It should distinguish the difference between dynamic of concluded contracts for private construction and dynamic of contracts for state-building. So as their dynamics are very different. Nation-building acts as an element of anti-crisis policy of the government. If we compare indicators such as contracts for commercial and residential construction, a more sensitive indicator of a permit for commercial construction, which most accurately detects rotations of economic conditions.


The originality of housing is that it largely depends on the monetary policy of the state, control over rents. Lowering the discount rate loans, lower control rents or the provision of loans secured on home purchases stimulate housing construction. The dynamics of the construction residential buildings is rising during the crisis - particularly influenced by government policy. As a rule, state participation in construction is increasing in the crisis years, in order to increase the employment of labor and economic impact of the weakening of the industrial cycle. All of this denies the dynamics of housing construction on the dynamics of the cycle. In parallel, the dynamics of housing and industrial construction and public works varies, supplying new residential and industrial areas of water, light, gas and vehicles. With regard to the dynamics of development in agriculture, its magnitude depends not only on industrial cycles, but also on the level of income for farmers.
Commodity stocks.

The movement of stock is one of the indicators characterizing the state of the domestic market. Stocks - a necessary element of reproduction: need some inventory to ensure the continuity of trade and the maintenance of normal activities of any manufacturing enterprise. To ensure uninterrupted production of raw materials and customers - in manufactured goods, it is necessary to maintain stocks in particular depending on both the volume of industrial production and demand from the market.

[image: image1.wmf]
In a market economy it is difficult to anticipate fluctuations in demand, even within a month, and so an industrialist should have "just in case" a quantity of raw materials, which may require him to maximize production. However, the size of reserves is determined not only the needs of the reproduction process, the backlog of consumer demand by expanding production capacity, the growth of the contradictions in the economy - all this leads to an increase in inventories, caused not by the needs of developing production and overstocking. Therefore, the presence of large stocks, not finding markets, may be a sign of worsening conditions, signal the beginning of the crisis of overproduction. The overall pattern of inventory movements in the cycle is as follows: they reach a maximum at the beginning of the crisis, when production begins to decline already, and reduced to a minimum, once production begins to leave the stage of depression and growing. Consequently, the movement of stock lags behind the dynamics of the cycle.
Stocks of raw materials.

Approximately 40% of all stocks in the industry is raw material. The size depends on the amount of raw material stocks and production depends on several factors: 1. The duration of delivery of goods from producer to consumer (the longer the product will be in the path, the more it should have it in stock in the warehouse, in case of disruptions in delivery of industrial raw materials, 2. From the time needed for preparation of raw materials in accordance with the production technology - the longer the period, the more resources (grain threshing, drying wood, leather processing, etc.) 3. Dimensions stocks of raw materials depend on the dynamics of prices. Consumers are trying to accumulate material in excess of its reserves at a time when prices begin to rise to avoid losses at very high prices. by lowering the price increase of raw material stocks is terminated because manufacturers are limited to purchases within the current production needs in the hopes that falling prices will continue.
The accumulation of stocks of raw material has its limits: 1) in raw frozen capital invested in it, and, therefore, for him to pay interest, and 2) the storage of large reserves increases overhead costs beyond the normal level.
Movement of stocks of finished products.

Approximately one third of all stocks consist of finished goods, which in terms of their dynamics within the cycle can be divided into two groups: 1) The finished products are made to order. Stocks of this group’s goods are increased and decreased in close dependence on the dynamics of production (machinery and equipment for production purposes). 2) The finished products are made without any orders for any customer (consumer durables). Stock’s dynamics of the group develops in the direction opposite the dynamics of production, i.e. stocks of these products are growing at lower production and declining reserves in the face of rising production.
MODIFICATION OF THE MID-TERM CYCLE

The basis of the periodicity of cyclical movements of reproduction is the renewal of fixed capital in the form of its active parts - machinery and equipment. We can therefore say that every medium cycle - is a mini-wave of technological progress. The crises of the 20th century - 1900-1901, 1907-1908, 1913-1914, 1929-1933, 1937-1938, 1948-1949, 1957-1958, 1969-1970, 1974-1975, 1980-1982, 1990-1992, 2001 - 2002, 2007-2008.

It should not be an absolute value of an indicator because for each stage of the cyclical nature of its situational symptoms, system performance, where the predominant role played by the one or the other team As the market economy of industrialized countries there is a change in motion the cycle of reproduction, is a modification that significantly affect the economic environment.

The emergence of periodical crises of overproduction is intimately connected with the creation of the world market. His education was at the same time and the result of a major prerequisite for the machine industry, whose development will inevitably proceeds not otherwise jumps through crises of overproduction. Therefore, cyclical crises, occasionally covering the industry of the world powers always manifest themselves in world trade, exerting a profound influence on the situation in world commodity markets.
General law of the periodic manifestations of cyclical crisis of world trade is the following:
1. Reduced turnover of foreign trade during the crisis. However, it should be emphasized is manifested especially at the country level. It consists in the fact that at constant total physical volume of foreign trade - exports from rising during the crisis, and the size of imports of goods at the same time reduced. This means that in today expansion into foreign markets is one means of overcoming the crisis (see the cyclical nature of exports and imports, net exports in the review).

2. There is a feature in the manifestation of cyclical crises in developing economies. Economy of most countries in this category does not have their own economic trade cycle due to inadequate development of productive forces, i.e. weak and one-sided development of industry. Therefore, periodic crises of overproduction occurring in the group of industrialized countries, manifested in the economies of developing countries through the channels of trade, reflected in exports and imports, whose dimensions are reduced.
3. The dynamics of prices in during the phase of crisis usually has a downward trend, or a lower rate of increase, compared with the dynamics of prices in the domestic markets of industrialized countries. This is due to fiercer competition in the global market and a weaker regulation of prices, despite the presence of various cartels.

The main conclusion of the theory of cycles and crises is that cyclical economic development is inherent not only the national economy taken separately, but the entire market system of world economy. It took more than half century since then, as in the depths of the world economy turned first general crisis of overproduction. Only after the crisis of 1825, was born in Great Britain, which swept in mostly major industrial power at that time, "begins repeating cycles, the successive phases which cover a number of years, cycles, always ending with a general crisis, which is at the end of one cycle and the starting point of another."
LARGE ECONOMIC CYCLES
N. Kondratiev suggested that the most probable causes of the high waves of the world economy movement are cyclical renewal and expansion of the most durable elements of fixed capital - buildings and facilities (ports, railways, communications, bridges, etc.)
It is noticed that interest in the great revival cycles is appeared every 50 years, i.e. corresponds to their average duration. Since 1974, when in the West countries there was a long series of publications on contemporary problems of large cycles or waves conditions. The reason of it is a big turn in the development situation in the world economy which was slowing down while the rates of increase in labor productivity were slowing in developed countries, showed up at late 60th years of last century.
The modern theory of large cycles. Technological systems.
The modern theory of Kondratiev's believes that the scientific and technological revolution is developing in waves with a cycle length of about 50 years. During the last century in the history of technological evolution has been five waves and had the five technological structures.
Since the leading countries in all years under consideration had to ⅔ of global production and economic growth in these countries has a huge impact on development in other countries, there is reason to believe a group of countries represents trends in the global economy as a whole.
The first wave (1785 -1835). This wave formed a way of economic development, based on new technologies in the textile industry, the use of water power. During this period only begins widespread use of steam engines.
The second wave (1830 -1890). This period was associated with the development of rail transport and mechanization of virtually all types of productions based on the steam engine use. Economic symbols or characters of this period were coal and transportation infrastructure.
The third wave (1880-1940).  This wave was based on the use of electricity in industrial production, the development of heavy engineering and electrical industries, heavy industry which was based on the use of rolled steel production. This period is famous for new discoveries in chemistry.
The fourth wave (1930 -1990). During this time was formed a technological system based on future energy development, mainly based on the use of petroleum and petroleum products, gas, communications, new synthetic materials. This is the era of mass production of automobiles, tractors, aircraft, durable goods, mass production of weapons.
The fifth wave, which began in the middle of 80th years, based on advances in microelectronics, computer science, biotechnology, genetic engineering, new energy, space exploration, satellite communications, etc.
The inclusion of Russia into the global rhythm of techno-economic development has occurred in the late nineteenth century, at the third technological system, and on Russia's economic growth during this period a considerable influence exerted the first and second technological systems. Introduction of new technological system in Russia took place through "non-organic modernization". This type of introduction does not grow naturally out of previous patterns, and to coexist with them, often taking away scarce resources and thereby contributing to their degradation to complete the normal cycle of development.
If we take into account speculative, the average Kondratiev’s cycle duration is  about 54 years. It contains three cycles by S. Kuznets for 18 years (the building process - the material basis of construction contracts), 6 cycles by C. Zhuglyar at 9 and 12 cycles of Joseph Kitchen (the material basis of which the growth rate and reduce inventory and have a duration of 3 to 5 years .)
Professor of Delphi University Jacob Van who continued to work out the Kondratiev’s theory, believes that the phase of the cycle of prosperity of large economic cycle holds two medium-term industrial cycles, and the remaining two phases recession and depression hold of one such cycle.
Adopted for the large technological system criterion of division into phases can not be as reliably determine the moment of transition from one phase to another, this can be done on the basis of retrospective midterm cycle. There are many versions, in which researchers are trying to connect between the middle of cycles with the boundaries of the phases of a large cycle, but nevertheless, the mechanical division can not yet be implemented.
For four-point (further – balls) scale worked out by Van Dein the intensity  of fundamental innovations falls to a 1ball in the phases of recession and depression, and in the recovery phase it is risen up to 4 balls. In the phase of prosperity, the activity decreases to 2 balls. High economic growth rates are supported not only by the pioneering innovations, but rather because of their development and wide distribution.
Otherwise, there is a different situation in the sphere of technological processes. The lowest activity to improve the technological processes is typical for recovery phase of a large cycle. By this time, most possibilities were exhausted for improving existing production technology, and enterprises focuses its attention on the creation of new industries, and the greatest activity to improve the production (quality of goods, modernization of technological process of new products) is developing later.
The intensity of the improvement process is increased by Van Dein up to 2 balls in the phases of prosperity and then decline and reaches its maximum in the phase of depression. The last phase is also characterized by high activity of 3 balls to upgrade products in existing industries. Activity in this activity remains at the same high level and in the recovery phase and then falls to its lowest level in a point in the phases of prosperity and recession.
Another type of innovation - is the activity in the basic industries for the production of raw materials in this area has the highest intensity of innovation and synchronization state change general economic conditions. Thus, the minimal activity observed in a phase of depression, then it increases to 2 balls in the recovery phase and up to 3 balls in the phase of prosperity, and in the decay phase - is reduced to 2 balls. In general, if we take into account all kinds of innovations combined for each phase of a large cycle by adding the balls in the total sum, we can see  that the greatest activity is during  the recovery phase - 10 balls. In the phase of prosperity, the intensity is reduced to 8 balls, the lowest level - 6 balls - achieved in a phase of recession. During the phase of Depression activity again is increased to 8 balls.
Van Dein proposed a system of phase of a large cycle, part of which are characteristics of the activity in the area of innovation. Other symptoms include already treat the symptoms of the dynamics of GDP, and investment demand, consumer demand, employment, labor force, the share of labor income in GDP, the organizational structure of the market. Selected statistical test selected features shows that the picture presented is supported by Dana Van of the leading countries in the last 50 years.

Phase of depression.  Minimum rate of GDP growth are marked during this phase. The lowest capacity utilization, capital utilization is predominantly for the purpose of streamlining the production of high saturation of the market. The share of labor income in GDP will stabilize or even slightly declining. The market structure is characterized as a highly monopolistic system. There is massive bankruptcy of small enterprises within this period.
Recovery phase is associated with an increase in average GDP growth rate, increased investment to replace outgoing funds and for the formation of new industries. Purchasing power are increasingly drawn to the new needs. During this phase it can be watched an increase in investments and a reducing of the unemployment rates. The share of labor income in GDP is reduced, and property, respectively, increases. As suggested by Van Dein, maintaining a high rate of unemployment forces workers to limit their demands for wage increases, while property revenues grow as market conditions improve and scale up sales. In this phase many markets of new products are formed, which serves a limited number of competitors.
Phase of prosperity. This phase is characterized by the highest rates of GDP growth in the world. The rate supported by intensive expansion of fixed assets, especially increasing investment in infrastructure. This stage is characterized by the development of consumer demand in all directions. The share of labor income in GDP gradually increased and the property is reduced. Market development in the early phase is characterized by increased competition, followed by a band growing concentration of production.
Phase recession. Decrease in average GDP growth rate is watched during the recession phase. In the capital there is a gradual transition from a large capacity, providing economies of scale, rationalization of production on the basis of "jointing bottlenecks." Consumer demand is characterized by continued growth in all directions. Increase in unemployment due to the release of the workforce on the basis of production rationalization.  It can be watched that increase of the share of labor income in GDP is more rapidly than in the preceding stage. The growth of real wages is going ahead of productivity growth. During this period the organizational structure of international and national markets is characterized by dominant trend towards product diversification and this period is a period of intensive mergers and acquisitions.
It should be noted that the concept of large cycles in the submitted form was formed largely on the basis of analysis of the development cycle since the Second World War. The absence of adequate statistical information can not reliably separate the common features of large loops on the specific features typical of a large cycle of the second half of the twentieth century.

Необходимо обратить внимание, что связь между полувековыми циклами экономической активности и волнами нововведений довольно не проста. Наблюдаются на протяжении периода, представленного к исследованию, определенные алгоритмы. В первую очередь, сложился определенный алгоритм введения и распространения техники. Воздействие новой техники на эффективность производства, а следовательно, и на динамику развития большого цикла конъюнктуры связано не столько с началом практического использования новой техники, сколько с масштабами ее распространения.

Note, however, that the relationship between cycles of half a century of economic activity, and waves of innovation rather not simple. Some certain algorithms have been view over the period which represented for the study. First of all, there is a certain algorithm of introduction and technology spread. The impact of new technology on production efficiency, and hence on the dynamics of the large loop environment has less to do with the beginning of the practical use of new technology, but with the extent of its spread.
ENERGY RECOURSES

Today the main energy sources such as oil, gas and coal play a lead role in the world economy, defining the way of its development. Speaking about the current situation in the energy sector it is important to divide it into two parts: before financial crises and after – because it affected the energy sector mostly. 

However, it is worth remembering that these figures relate only to the proven oil reserves, and do not include projected and estimated data on their magnitude. In addition, the development of oil exploration and oil production technology, can provide more accurate assessment of even the most inaccessible oil deposits, and thus value of stocks is constantly adjusted.

The pessimists ever since the oil crises of the 1970-s, predicted the imminent exhaustion of oil reserves. Obviously, their predictions did not materialize. The fact is that they based their assessment on the basis of the fact that the volume of world reserves is constant. In reality, the amount of available oil is rising permanently, and stocks are rising as improving infrastructure and the technology of oil production, Current studies provide the following information:
Proved oil reserves at end-2010 amounted to 755.3 billion barrels in the Middle East, about 143.7 billion barrels in  Europe, to 117.5 billion barrels in Africa,  to 111.2 million barrels in Latin America, in North America - 69.3 billion barrels, 40.8 billion barrels for the Asia-Pacific region.

The share of oil in total world energy consumption accounts for about 40%, a figure that experts predict will remain unchanged until 2020. A stable share of oil in world energy consumption due to the fact that part of the production will be transferred to natural gas and alternative fuels. However, oil will remain a key fuel for transport and other sectors of the economy.
In 2010 oil, gas and coal accounted for nearly 88% of the world energy consumption. The share of other energy sources remained insignificantly: nuclear and hydropower energy accounted only for 6%. Concerning the renewable energy sources (solar, wind, tidal) so they also played a small role.

As for consumption by countries, so the USA were the biggest energy consumer (their share in the world energy consumption accounted for 21,3% in 2007). China took the second place (16,8%) and showed the highest rates. Russia was on the third place with 6,2%. Other big consumers of energy were Japan (4,7%), India (3,6%), Germany (2,8%), Canada (2,9%), France (2,3%), Great Britain (1,9%), Brazil (2,0%), Italia (1,6%), Iran (1,6%
).

According to the slide 24, it can be marked a strong demand on oil and gas from European countries, North America and Asia. These regions are the biggest energy consumers, which put together more than 60% of the whole consumption of energy sources. Depending on the type of fuel, oil is an absolute leader (3889,8 million tones of oil equivalent). 

Concerning the geographical concentration of the world energy sources production it can be proved that it is high enough. More than 50% of all fuel types production accounted for such countries as USA, China, Russia, Saudi Arabia, Canada and Iran (in spite of the fact, that only USA, China and Russia offered about 40%). The concentration of production by a special fuel type is also high. For example, in gas sector six countries offered about 60% of produced gas, in nuclear sphere – more than 70%, and in coal industry – nearly 80%.

Besides that it is important to notice, the regions of consumption were not in phase with regions of production. The biggest net-exporter of energy sources were the following countries: Russia, Saudi Arabia, Australia, Norway, Canada, Iran, Algeria, Indonesia, Venezuela. The biggest net-importers were: USA, Germany, South Korea, Italia, France, China, Spain, India and Taiwan.

Oil markets
In practice (not formally) fuels include not only primary resources, but also semi-processed fuels and even petroleum products.

They are not replaced or replaced very much slower by natural processes than the rate at which we use them, not in a reasonable amount of time (our lifetime, our children's lifetime, etc). We can’t accelerate the rate of their replacement and they are thus considered "used up", not available to us again.
This problem is closely linked to the 2nd problem:

2. It means that at every moment their production is limited by the level of scientific, technological and technical development, i.e. the level of economic development.

3. for natural reasons and uneven placement of mining industries. Moreover, production and consumption regions are different. Fuels are produced mostly in developing countries and consumed mostly in developed nations. That’s why international trade plays very important role in meeting the demand for fuels.

2. price is determined on the basis of the worst and most distanced deposits

The main factor in market functioning is raw material base, i.e. resources. Resource extraction historically played a large role in economy. The aim of many wars was to have access to strategic resources.

SLIDES 5-9

4. In Russia calculated partly on basis of results of similar analysis and measurements and partly by general geological data (category B). 

5. In Russia they are estimated judging by general geological data in insufficiently explored areas close to well explored areas by extrapolation and their analogues (categories C1 and C2).

They are ready to be recovered. Data may change depending on market developments, as commercial circumstances change, technological developments occur, or additional data are acquired. The rise in prices leads to (? студентам) growth in reserves, because we include more distanced and lean fields. The fall in prices – estimates are falling, because we exclude noncommercial producers.

Cost-effective - рентабельный
Important indicator of resources – oil security (or remaining reserves in years): it constitutes reserves-to-production (R/P) ratios.
Does this mean that the world will be out of fossil fuels in some 50 years or so? That theory has been around since the 1970s. In fact, the figures for remaining reserves have remained relatively constant over the past few decades as the industry has replaced consumption with newly discovered oil and gas deposits and has developed technologies to increase the amount of oil and gas that can be recovered from existing reservoirs.

When many people think of the oil and natural gas industry, they think of an old and dirty industry using technology from decades ago judging by the images they see on television or in the movies. Most people do not realize how out-dated these images are. Oil and gas is a very technology-oriented industry; many techniques developed by the industry are now used in other industries, including the space program.

Industrial and scientific development influence fuel markets in dual ways:
Positively and negative… Cлайд 11
Oil. World proved reserves, found in more than 100 countries, are about 160 billions of tons (according to BP data, at the end of 2007 – 169 blns.t, including Canadian oil sands – 193 blns.), slightly lower than a year ago. IEA estimate is somewhat higher.

More than 90% of world production of oil was extracted since 1950.
World oil security (reserves-to-production ratio) at the end of 2007 – 41.6 years (OECD – 12.8 years) + 33 years for the prospective resources. Global reserves are ample, but commercial reserves (ready to be extracted) are falling the last years. But as a whole the figure remains more or less stable, but for the rise in production. Coal – 133 years.
Most oil-rich countries - Saudi Arabia (21% of proved world reserves), Iran (11%), Iraq (9.3%), Kuwait (8.2%), UAE (7.9%), and Venezuela (7%) - all of them are members of OPEC, which accounts for about 78% of world reserves. Proved reserves of Russia - about 6% of the world, Kazakhstan - 3.2%, Nigeria - about 3%. (See Table in Presentation, slide 24-27).

Of the world’s total proved oil reserves more than 90% (93%) are concentrated in non-OECD countries (mostly in the Middle East), including 75% in OPEC countries.

The leading place takes Saudi Arabia (21%). Other countries with substantial amounts of remaining oil reserves are: SLIDES 24-27.
According to EIA estimate, the 2nd largest country is Canada (Canadian Association includes oil sands to be a reserve), but it can’t be considered like reserves of natural (traditional) oil. These reserves are unconventional and it needs a lot of energy for producing besides the technological process and environment.
Discovered reserves in Europe and USA are falling. At the same time the increasing role of non-traditional oil regions as West Africa (Libya, Nigeria, Algeria, Angola) and Middle Asia (Kazakhstan, Turkmenistan, Uzbekistan).

The share of developed countries in oil reserves is about 7.1%, including USA – about 2.4%, Canada – 2,2% Norway – 0.7% and United Kingdom – 0.3%.

USA pitch an estimate of their reserves too low. The last 45-50 years their data on reserves in mass media doesn’t change and reserves are estimated at 3-5 blns. t. At the same time USA produce annually 300-400 millions of tons. The real reserves are higher. The same concerns gas. The reason is the government policy to save the reserves. Until 1980s many national reserves were remained untouched. TNC preferred to buy cheap resources abroad. Oil prospecting on 75% of federal lands was prohibited. Only in 1980s some lands were opened for prospecting.

But own reserves of oil and gas in USA are insufficient relative to huge consumption (24% and 23% correspondently). Reserves are mostly placed in small and shallow deposits. That’s why USA politics is aimed at including in their influence world oil regions through TNC activities and different political, economic and other actions.

The countries of former USSR account for more than 10% (10.6%) of world reserves, China – 1.3%. The leading countries by oil reserves in CIS, having good prospects for production are Kazakhstan (more than 5 bln. t), Azerbaijan (1 bln t.), Turkmenistan and Uzbekistan (around 100 bln t. each).

Russian experts estimate Russia’s oil reserves on the 2nd place after Saudi Arabia, more than 13% of  world oil reserves ( but other sources, like ВР – 6.4%,  and IEA - 5%).

No one can know for certain how much oil and gas remains to be discovered.. Considering a tendency to increase oil prospecting, reserves may grow as more oil and gas deposits are found around the world. Continental North America and much of continental Europe have already been explored heavily, and any new discoveries are likely to be small. But some areas of the globe are unexplored and new deposits may be found. The problem is that there are few if any really large deposits of oil in the world. They call Russia the last poorly explored stockpot in the world, and this opinion is partly grounded. The extent of exploration of natural resources at the beginning of 21st century is less than 41%.

States and companies have experienced major success in discovering significant new oil and gas reservoirs offshore, including deep-sea zones of North and South Atlantic, the Gulf of Mexico, Alaska, off the western coast of Africa (Angola, Nigeria), Russia, and many areas of Asia (China, Vietnam and Australia). Technology advances have enabled the industry to increase offshore production dramatically in the past decade. Now 1/3 of world oil is produced in offshore zone.

The extraction of oil geographically mostly coincides with resources placement but not fully.

Last 10-15 years the rates of extraction were higher than the rise in economics of developed countries, in spite of the fall in intensity of use of materials and energy.

In 1973-2007 world crude oil production rose by 1.4 times up to 3.9 mln. t, mostly due to the economic growth in non-OECD countries (Middle East) and China.

Although oil is produced in more than 60 countries, more than 60% is extracted in 10 largest producers (IEA, 2008).

Only in 2005 Norway and Nigeria were among the first 10 producers. We note substantial rise in production in Russia last years.

World oil production comes from more than 830,000 oil wells. More than 520,000 of these wells are in the United States, which has some of the most mature producing basins in the world. On average, an oil well in the United States produces only 11 B/D, compared with 199 B/D in Russia, 3,674 B/D in Norway, and 5,404 B/D for a well in Saudi Arabia. Comparable data for natural gas wells are not readily available.

At every given date market depends on supply and demand balance. So statistics often gives this data.
Supply... This amount is the highest level, the ceiling of supply; their real level depends on market prices.
State regulation (direct or indirect production regulation)

Transportation conditions (cheap – by sea, expensive – by rail).

+ civil unrest, national or international politics etc.

SPR sold in case of energy emergency under direct order of President. The President’s decision means steady factor of increase in supply.

Not everyone knows the difference between commercial and strategic reserve.
SPR - the largest stockpile of government-owned emergency crude oil in the world. Established after the 1973-74 oil crisis (the cut-off of oil flowing into the US from many Arab nations sent economic shockwaves throughout the US), the SPR allows President to sell the oil in case of disruption in commercial oil supplies. It also provides a national defence fuel reserve.
Although the SPR has been used for emergency purposes only twice (during Operation Desert Storm in 1991 and after Hurricane Katrina in 2005), its formidable size makes it a significant tool to oil import cutoffs and a key tool of foreign policy.

Currently, the SPR has a storage capacity of 727 million barrels and an inventory of 702 million barrels (97%).
Acquisitions in 2009 will fill the SPR to its current capacity of 727 million and provide the U.S. with approximately 70 days of net import protection.

The Energy Policy Act of 2005 authorises to fill the SPR to one billion barrel capacity.
The federally-owned oil stocks are stored in huge underground salt caverns located along the coastline of the Gulf of Mexico (Coast of Louisiana and Texas) (it is the location of many U.S. refineries and distribution points for tankers, barges and pipelines). The caverns are connected by state oil pipelines with the whole US pipe system, that’s why it is easy to let oil in the market. Reserves are sold on swap conditions, i.e. companies who bought them must compensate oil in a year on a large scale. So they are easily compensated and their sale influences not only current supply but future demand as well.

Analysis and forecast of domestic and international energy supply system point to a further increase in the coming decades of global consumption of energy resources. In regional terms, the fastest demand for oil and gas will increase in Asia Pacific, mainly China, India, Indonesia, the Philippines. However, globally, is only a few major raw material bases of hydrocarbons, which may account for satisfaction of future energy needs. This is a politically unstable Middle East and Africa, economically and technologically difficult and geologically poorly studied Arctic shelf, as well as north of Western Siberia (Yamal-Nenets and Khanty-Mansi Autonomous District) and the territory of the Siberian platform (Irkutsk region, united Krasnoyarsk Territory, the Republic of Sakha.) There are also opportunities for significant increases in oil and gas on the shelf seas of the Far East (Sakhalin Island, etc.). Promising source of energy raw materials to the fastest growing markets, Asia-Pacific region and far-reaching, especially in China, most approached Western Siberia, Eastern Siberia and the Far East.

Speaking about 2009 economy-wise, it was a very tough year, with respective governments having to initiate stimulus packages. At the beginning of the year, the price of crude oil had fallen to around $33/b — a very low price — but over the ensuing months this had steadily increased to around $75/b, which was very comfortable. Through its actions OPEC had helped the economy recover. The Organization has made sure it did not do anything that could hurt the global economic recovery, but at the same time it looked to the welfare of its Member Countries. The decision taken in Oran, Algeria in December 2008 to cut production was taken at the right time and with the right amount of cut. Compliance to the cut by Member Countries was, at first, excellent, although it had slipped since. But it was still at a reasonable level of around 60 per cent.

 As much as any of us would like the financial crisis of 2008 to be over, it is not. ... Central banks around the world have begun the process of removing monetary stimulus in 2010, so demand is expected to "pick up slightly" this year with the consensus expecting an average increase of 1.4%, or 1.2 million barrels a day. Basically, consumption has stabilized, but the upswing will be mainly supported by countries outside the OECD, in particular by China.

The energy balance composition is a complex, consisting of the following sectors: oil, gas, coal, renewable and electrical energy. Every sector has its own way of development, but generally they represent the whole system of energy balance.

The history of energy stemmed from the time when the main energy source on the planet was wood, replacing which the coal production became the fast growing sector. From the second half of 20th century an intensive increase in production and consumption of oil and gas as well as nuclear energy was on the rise. Up to 1970s oil sector had developed at higher rates than other energy sources. But after the energy crises in the early of 1970s many countries decreased their oil consumption. For that reason other energy sources such as gas and coal started to be the most favorable. The share of gas, coal and nuclear energy had sharply increased. In such a way we registered changes in energy balance, lying in movement of preferences from oil to gas and coal consumption (from 1996 to 2006 the world gas consumption increased by more than 22%, and coal consumption – 24%
).

About 51% of energy consumption accounted for rich countries in 2007-2011, with their share in the world energy consumption decreasing steadily. By contrast the share of emerging economies mostly thanks to China and India always grew up.

About the same data lead and experts at British Petroleum in its Statistical Review of World Energy (November 2010): at current rates of extraction oil fields of Kuwait runs through 128 years, Saudi Arabia - through 85, Iran - 67, Russia – 20, Turkmenistan - 12, USA - 10 years, Azerbaijan - 67 years. Iraq oil is enough for almost 129 years. At the present time the need for countries of the world's oil is approximately 3.85 billion tons per year.

Africa's oil reserves are divided mainly between Libya, Nigeria, Algeria, Angola and Egypt.

In the Asia-Pacific region China, Indonesia, India and Malaysia are the biggest producers of oil. These countries account the total reserves in this region. 

[image: image2.wmf]
When analyze the prospects of the oil market’s situation, even more important than revealing the whole amount of raw materials, to calculate the parameter of this market’s capacity, which is expressed in the ratio of reserves to annual production level. Currently, the ratio of reserves / production

 for the Middle East is estimated at 99 years,

the Asia-Pacific region – 19

in Western Europe - 10,

Eastern European and CIS countries – 20,

 in Africa - 28,

North and South America – 27

the world as a whole - 46 years

A tendency to increase this parameter due to the fact that at the beginning of 2008 growth of oil reserves in the world was greater than growth in its production (11.3% compared to 2.5%)
The rise in inventories is primarily due to additional drilling on existing fields, to the assessment and reassessment of reserves previously discovered deposits, based on the basis of new data obtained with the use of new technologies. A much smaller role played by new discoveries.
This trend is particularly due to the instability of price conjuncture of the oil market, which significantly increases the risk of long-term investments needed for drilling and exploration wells in new areas. Oil companies in today prefer to collect as much data on the pre-drilling operations, and only then proceed to such projects to implement them with maximum efficiency and the greatest accuracy. Becoming increasingly common methods of computer modeling and other modern techniques of geophysical survey, which is much cheaper than exploratory drilling. As follows from the expertise, the largest increase in reserves is occurred in regions where long ago are being developed oil and gas, and where extensive geological information had been gathered. Improving technology also allows oil companies to begin exploration of deposits that were previously considered uneconomic.
The situation on the world oil market not only determines the level of extraction of raw materials or energy resources, but also its consumption, so as the distribution of consumption across countries and regions. The last has a decisive influence on the volume and direction of exports. Table 1 lists the countries that are the world's largest oil exporters.
All countries around the world involves in the export-import operations with oil. About a half the world's oil is sold in international trade in the early 21st century. It accounts for more than 20% of the total value of exports of all developing countries. In addition, for a number of the world's largest suppliers of oil to its share of exports (export quota) has always been very important for  the oil exported countries and  it was, for example, in Nigeria - 95-96%, Angola - 91%, Iran and Oman - 88-90%, UAE - 78%, Saudi Arabia - 73%, Libya - 77%, Venezuela - 65%, Mexico - 33% Indonesia - 24%. Characteristically, for these developing countries the share of oil in total exports has a permanent unwavering growth trend. 
In the period 2008-2010 annually from 76 to 81% of the oil comes to the world market from developing countries in Asia, Africa and Latin America (including Mexico), 10-15% - from industrialized developed countries and 9% - from Russia and other CIS countries.
Even for such economically powerful industrial country such as Great Britain, the export of oil in the last decade is of great value, bringing more than 4% of export earnings, and other major European exporter - Norway even more - about 34%.
More than 118 countries and territories bought oil. About 70 countries import more than 1 million tons of oil per year each. However, only 30 states are the relatively large buyers of oil, which imports is annually more than 10 million tons per year each. But the decisive state in oil demand only 10 industrialized countries actually define, each of which buys more than 50 million tons per year.
The U.S. led the List of the largest purchasers of oil (21.6% of global imports in quantity), the second for along number of years was Japan (13.8%) and then Germany. It also includes six Western European countries (Germany, Italy, France, Spain and UK), which accounted in total for about 65% share in oil purchases, and two representatives of the Asian New industrial countries - Republic of Korea (4.6) and Singapore (3.2%). The recent years these giant developing economies China and India had become big players in the world energy resources markets. .
In the U.S. within this decade we could watch especially rapidly growing oil imports. This situation is due to rising domestic demand and the continuing decline in domestic oil production. In order to reduce dependence on oil from Arab countries in recent years, the U.S. increased the number of countries - exporters of oil from other regions. Especially noticeable trend began to emerge after the events of September 11, 2001.

In the UK, with an increase in domestic production, despite a substantial increase in domestic consumption, dependence on oil imports over the past five years has been reduced from 60 to 50%, whereas in most other Western European countries, except Norway, imports continue to cover 95-100% of consumption of oil.
We can watch some different situation, developed in South and South-East Asia and in the Far East. These large oil consumers such as Japan, South Korea and Singapore are dependent on imports by 100%, India - on 48-52%, while Malaysia and China - only 10%. But Chinese position in the world energy markets has been changed very rapidly and its dependence on import of energy resources will be increased significantly in the nearest future.
In South America, dependence on imports from next countries as Brazil reached 42%, Chile - 90% or more, while Argentina fully meets their needs through domestic production by contrast with other South America countries.
Main cause major shifts in world oil flows in the foreseeable future is seen that the major increase in demand is expected from Asian countries (especially in China and India), but the main increase in production - in Africa and Russia.
In recent years, annual U.S. imports from the Middle East countries about 75 million tons, while the power capacity of the refineries is about 700 million tons. By the International Energy Agency forecast for 2012 total U.S. oil imports will be increased by about 150 million tons of crude oil. Oil purchases in Latin America countries will increase by 135 million tons. So as USA oil imports from other states, respectively, decrease. The fall of  oil purchases in the Middle East and Africa countries will be even greater in account with expected increase in oil supply from Canada.
The world oil market is generally characterized by high levels of concentration and monopolization: in recent years the share of 24 largest oil companies is accounting for about 61% of world production and 45% - oil refining. This fact is not accidental: the giant companies in oil production and refining not only a historical heritage. It is also important that large companies have much more advantages for the necessary large-scale investments, financing them as their own expense and at the expense of capital raised. It can be argued that the specific of oil  production demands an enlargement of oil companies. The enlargement can be watched by have been occurred mergers and acquisitions in the last decade. Otherwise, due to inability to make major investments, such companies are not able to expand their business (to develop new fields, modernize infrastructure, etc.)
World oil production has been steadily increasing, the average annual growth rate for the period 1970 - 2010's amounted to about 1.6%, and this figure is much smaller average annual growth rate of GDP. Leadership in terms of crude oil production is shared between Saudi Arabia, Russia and the United States, and in recent years due to the depletion of natural resources, oil production in the United States is steadily decreasing. The highest growth rates of oil production in the period reported in Russia, Mexico, Norway.
The world oil market is traditionally characterized by a high degree of monopolization: the 18 largest oil companies account for about 60% of global oil production, and only 5 of them are private companies, and the rest - the state. Characteristically, the biggest state oil companies tend to have significantly higher levels of security oil reserves, while large private level of security is 8 - 13 years, which is from their point of view, economically justified.
It should be noted that there has been a gradual but steady decline in the share of oil consumption per unit of GDP as in the industrialized developed countries, so and in developing countries, due to more intensive use of all the latest energy-efficient environmentally friendly technologies and due to increased use of other alternative energy sources. At the same time, most likely in the foreseeable future any significant fall in oil demand is not expected due to the use of other hydrocarbons and alternative energy sources.
OPEC continues to play an extremely important role in the global oil market, although the activities of this organization during its existence permanently are transformed.
In XXI century the oil industry must turn to the issue of non-conventional hydrocarbons, in particular for heavy crude oil and tar sands and shale, their geological reserves amount to one trillion tones. More than half of these resources are concentrated in the U.S., Brazil, Canada, and the rest - in the CIS and China. However, their development is fraught with complex technological and technical problems. According to experts, the cost-effective mining of unconventional hydrocarbons may be at the price of oil above from U.S. $ 50 per barrel to 90 $ per barrel. But it should be added that this level of price must be established during quite long period not less than 5 years.
Another strategic direction of the oil industry is the development of World ocean resources. It accounts for 37% of proven oil reserves. In 2010 in the world's marine waters were produced 973.3 million tons of oil, with the 30% in the North Sea and with the 20% in the Middle East.  It’s already spent 92 billion dollars to develop offshore fields.
� The same, p. 19.
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