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EXECUTIVE BOARD
Dear  De legates ,

 

I t  i s  an honour  for  us  to  be cha i r ing the OPEC Countr ies  Committee

at  the PWS Model  Un ited Nat ions Conference of  2019 .  The issue in

d iscuss ion is  of  importance to  the c i t izens l i v ing in  OPEC countr ies

and the budgets  of  the governments  of  the same.

The OPEC countr ies  are  h igh ly  re l iant  on the export  of  o i l  and

petro leum products  and the i r  nat iona l  expenditure  is  main ly

dependant  on the same.  Th is  h igh re l iance has  left  them with  no

prominent  back up to  ba lance the i r  budget .

The pr ice  of  o i l  in  the g loba l  market  has  reduced which has  resu lted

in  l imit ing the capac ity  of  the government to  prov ide serv ices  for

i ts  c i t izens at  an affordab le  pr ice ,  or  in  some areas ,  has  caused i t

to  stop prov id ing governmenta l  he lp  at  a l l .  Hea lthcare ,  food

subs id ies  and water  supp ly  have a l l  taken a  b ig  h i t  due to  th is

change .

We hope that  the committee wi l l  be  ab le  to  do just ice  to  the

affected countr ies .  We wish a l l  de legates the very  best  and look

forward to  meet ing at  PWSMUN 2019.

 

Regards ,

 

Execut ive  Board ,

OPEC Countr ies  Committee ,  PWSMUN 2019.



INTRODUCTION
The Organ izat ion of  the Petro leum Export ing Countr ies  (OPEC) was

founded in  Baghdad,  I raq ,  w ith  the s ign ing of  an agreement in

September 1960 by f ive  countr ies  namely  Is lamic  Republ ic  of  I ran ,

I raq ,  Kuwait ,  Saud i  Arab ia ,  and Venezue la .  They were to  become the

Founder  Members  of  the Organ izat ion .  These countr ies  were later

jo ined by Qatar  (1961) ,  Indones ia  (1962) ,  L ibya (1962) ,  the Un ited

Arab Emirates  (1967) ,  A lger ia  (1969) ,  N iger ia  (1971) ,  Ecuador  (1973) ,

Gabon (1975) ,  Ango la  (2007) ,  Equator ia l  Gu inea (2017)  and Congo

(2018) .  Ecuador  suspended i ts  membersh ip  in  December 1992 but  re-

jo ined OPEC in  October  2007.  Indones ia  suspended i ts  membersh ip  in

January  2009,  react ivated i t  aga in  in  January  2016 ,  but  dec ided to

suspend i ts  membersh ip  once more at  the 171st  Meet ing of  the OPEC

Conference on 30 November 2016 .  Gabon terminated i ts  membersh ip

in  January  1995.  However ,  i t  re- jo ined the Organ izat ion in  Ju ly  2016 .

Qatar  terminated i ts  membersh ip  on 1  January  2019 .

Th is  means that ,  current ly ,  the Organ izat ion has  a  tota l  of  14

Member Countr ies .  The OPEC Statute d ist ingu ishes between the

Founder  Members  and Fu l l  Members  -  those countr ies  whose

appl icat ions  for  membersh ip  have been accepted by the Conference .

The Statute st ipu lates  that  “any country  with  a  substant ia l  net

export  of  crude petro leum,  which has  fundamenta l ly  s imi lar  interests

to those of  Member Countr ies ,  may become a  Fu l l  Member of  the

Organ izat ion ,  i f  accepted by a  major i ty  of  three-fourths  of  Fu l l

Members ,  inc lud ing the concurr ing votes  of  a l l  Founder  Members .”

The Statute further  prov ides for  Assoc iate  Members  which are  those

countr ies  that  do not  qua l i fy  for  fu l l  membersh ip  but  are

neverthe less  admitted under  such spec ia l  cond it ions  as  may be

prescr ibed by the Conference .  In  accordance with  i ts  Statute ,  the

miss ion of  the Organ izat ion of  the Petro leum Export ing Countr ies

(OPEC) is  to  coord inate and un ify  the petro leum po l ic ies  of  i ts

Member Countr ies  and ensure the stab i l izat ion of  o i l  markets  in

order  to  secure an eff ic ient ,  economic  and regu lar  supp ly  of

petro leum to consumers ,  a  steady income to producers  and a  fa i r

return on cap ita l  for  those invest ing in  the petro leum industry .



REDUCTION OF GOVT.
BUDGETS DUE TO OIL
PRICES
Growth in  the GCC countr ies  and A lger ia  i s  forecast  to  s low substant ia l ly  in  2016 ,

as  the impact  of  lower  o i l  pr ices  is  fe l t  through t ighter  f isca l  po l icy ,  weaker

pr ivate sector  conf idence and the t ighten ing of  l iqu id i ty  in  the bank ing systems.

The Internat iona l  Monetary  Fund sa id  th is  year ’s  growth rate ,  forecast  at  2 . 1

percent ,  wou ld  fa l l  we l l  be low 2015 ’s  3 .6  percent ,  but  no o i l  exporters  are

expected to  fa l l  into  recess ion .  “The f isca l  conso l idat ion process wi l l  cont inue and

intens i fy  in  most  countr ies  in  2016 .  However ,  due to  the further  deter iorat ion in

o i l  pr ices ,  the i r  f isca l  def ic i ts  wi l l  not ,  on average ,  v is ib ly  improve th is  year . ”  

 

Budget  def ic i ts  in  the reg ion and A lger ia  are  expected to  increase to  13  percent

of  GDP th is  year ,  down from a surp lus  of  8 .5  percent  in  2013 .  In  add it ion ,  the

reg iona l  def ic i t  wi l l  average 7 percent  of  GDP by 2021 or  a  cumulat ive  $900bn

dur ing the 2016 to  2021 per iod ,  accord ing to  the IMF.  In  November 2014 the OPEC

countr ies  met in  V ienna and agreed to  keep pumping o i l  to  mainta in  the i r  market

share rather  than cut  product ion to  support  the o i l  pr ice .  Data from the 2014

OPEC Annua l  Stat ist ica l  Bu l let in  ind icate that  OPEC exported about  8 .5  b i l l ion

barre ls  of  o i l  in  2015 at  an average “OPEC basket”  pr ice  of  $49.49/bb l .  

 

Th is  i s  $46.80 lower than the $96.29/bb l  average basket  pr ice  in  2014 and

represents  a lmost  $400 b i l l ion  in  decreased revenue .  A l lowing for  the damping

effect  on other  sectors  of  the OPEC economies i t ’s  reasonable  to  assume that

most  of  the damage was done by lower o i l  pr ices .  The numbers  change for  the

four  OPEC countr ies  whose currenc ies  are  not  pegged to  the US do l lar  and which

have responded to  low o i l  pr ices  by deva lu ing the i r  currenc ies  or  by  hav ing the

market  i t  do i t  for  them.  The countr ies  are  I ran ,  which now shows a  26% increase

in  government expenditure between 2014 and 2015 rather  than the 2% increase .

P lung ing o i l  pr ices  have left  many crude-export ing countr ies  with  budgets  that

s imply  won’t  ba lance .  For  many of  the b iggest  producers  — places l ike  Saud i

Arab ia ,  Venezue la ,  and A lger ia  — o i l  accounts  for  the major i ty  of  the country ’s

exports  and gross  domest ic  product .  Co l laps ing pr ices  have meant  dramat ic

dec l ines  in  government revenue at  a  t ime when many po l i t ica l  leaders  are  work ing

to mainta in  soc ia l  stab i l i ty  through l ibera l  spending .



The o i l -consuming nat ions have been dependent  on o i l  in  terms of  the

amount of  usage and ut i l i ty  i t  ho lds ,  i t  i s  one of  the most  h igh ly  demanded

commodit ies  in  the market .  The power of  o i l  remains  und isputed as  there

are 1 .2  b i l l ion  passenger  cars ,  98% of  which re ly  on o i l  a lone .  The wor ld

consumes about  24 mi l l ion  b/d of  gaso l ine  and 27 mi l l ion  b/d of  d iese l  fue l

every  day ,  a  stagger ing 1 .5  mi l l ion  ga l lons  every  minute .  2 .83% of  the

wor ld  has  just  started consuming o i l ,  these numbers  wi l l  increase mult i fo ld

due to  the increase in  popu lat ion ,  the dependency of  o i l  may not  be

complete ly  erad icated due to  th is  reason .  

 

Ma jor i ty  of  the industr ies  surv ive  and re ly  on o i l  or  petro leum-based

products  to  funct ion eff ic ient ly .  F ind ing other  sources or  look ing for

rep lacement through techno logy isn ’t  the most  feas ib le  opt ion for  the

major i ty  of  the deve lop ing or  underdeve loped countr ies  owing to  the lack

of  manpower resources ,  or  sk i l led  and tra ined labour  to  f ind economic

opt ions to  do the same.  S imi lar ly ,  products  that  have been deve loped to  be

used as  a  rep lacement for  o i l  have been noted to  be not  as  s ign i f icant ly

eff ic ient  as  o i l  wh ich in  turn becomes an uneconomica l  opt ion to  use .  OPEC

countr ies  are  h igh ly  re l iant  on o i l  and o i l  exports  for  more economica l

reasons ,  not  on ly  o i l  a  commodity  which has  h igh demand and hence h igher

pr ices ,  the lack of  a  substant ia l ly  deve loped economic  source p lays  a  huge

ro le  in  the same.  

 

Lack of  abundance of  other  natura l  resource has  been the pr imary cause of

dependency of  o i l  in  countr ies  l ike  L ibya ,  where 99% of  export  income is

due to  o i l .  Mu lt ip le  factors  l ike  the soc ia l ,  geograph ic  and po l i t ica l

cond it ions  of  a  country  p lay  an important  ro le  in  the same.  Whi le  consumer

nat ions are  h igh ly  dependent  on o i l  and o i l  products ,  the producer  nat ions

have been under  constant  pressure to  be accountab le  for  the

env ironmenta l  factors  of  the eco logy .

DEPENDENCY
ON OIL



HOW THE UN’S CLIMATE
CHANGE SUMMIT AFFECTS
OPEC
The Par is  Summit  has  been recogn ized as  the best  step in  the r ight  d i rect ion

to take act ions  to  reduce C l imate Change ,  the main  agenda of  the same was

to work towards Susta inab le  Deve lopment of  natura l  resources and

explo i tat ion of  the same in  a  fr iend ly  manner  that  would  not  d isrupt  the

ba lance of  nature .  OPEC has stated that  they wi l l  proact ive ly  take part  in  a l l

d iscuss ion of  the Un ited Nat ions and g ive  construct ive  ideas to  curb c l imate

contro l .  Whi le  they offer  unwaver ing support  for  the cause and i ts

implementat ion ,  i t  w i l l  suffer  from heavy economic  impacts ,  a long with

reduced nat iona l  income in  terms of  export .  They wi l l  a lso  suffer  l ike  any

other  country ,  an  insuff ic ient  supp ly  of

dr inkab le  and c lean water  owing to  the lack of  water  pro ject ion caused by

the insuff ic ient  techno log ica l  advances that  enab le  the pur i f icat ion of  the

same.

ALTERNATIVES FOR OIL
The advances in  techno logy and sc ience have enab led mult ip le  subst i tutes  of

o i l  to  be used or  deve loped without  caus ing much destruct ion to  the

env ironment .  Increas ing pract ica l  and p lanned usage of  renewable  resources

l ike  so lar ,  w ind and thermal  energy wi l l  reduce the pressure on the

consumpt ion and need for  o i l .  Ensur ing proper  and eff ic ient  usage of  nuc lear

energy wi l l  a lso  he lp  in  reduc ing the burden and re l iance on petro leum

products .

 The use of  nuc lear  power subst i tuted for  o i l  causes a lmost  neg l ig ib le

adverse effects  on the env i ronment ,  i t  can be used to  generate e lectr ic i ty

and reduce o i l  consumpt ion for  the product ion of  e lectr ic i ty .  More research

in  the f ie ld  of  renewable  resources wi l l  enab le  techno log ica l  advances such as

the product ion of  Green Oi l .



Oi l  accounts  for  more than 80% of  the tota l  revenue generated in  Saud i

Arab ia ,  they re ly  on exports  of  both o i l  and petro leum products  for  as  much

as poss ib le  and have deemed th is  as  the i r  pr imary source of  nat iona l  income.

The ir  internat iona l  reserves of  o i l  have a l ready gone down by 20%,  th is  has

had negat ive  impacts  on the economic  superpower ’s  GDP.  They in i t ia l ly  re l ied

on ta lk ing to  the OPEC committee to  prov ide subs id iar ies  or  change the

market  va lue of  o i l  and petro leum products  as  a  whole ,  but  weigh ing the

demand and the supp lementary  products  in  the market ,  i t  was deemed unwise

to ra ise  the pr ice  for  an a l ready va lued raw mater ia l  wh ich has  been

monopol ized by the USA,  Saud i ,  and Russ ia .  They tr ied to  ba lance the budgets

by reduc ing government prov ided subs id ies ,  d ivert ing spending on arms away

from fore ign partners  and rat iona l iz ing pub l ic  investment .  Coup led with

reduc ing the pub l ic  wage b i l l  by  5%,  these reforms cou ld  amount  to  $53

bi l l ion  in  added revenues by 2020.

They a lso  formulated p lans  that  a im at  d ivers i fy ing the nat iona l  wea lth  and

divers i fy ing the investment portfo l io  abroad .  Of  importance is  pr ivat iz ing

part  of  the State-owned o i l  company Aramco,  through an In i t ia l  Pub l ic

Offer ing ( IPO)  -  which produces 90% of  government ’s  revenues -  to  ra ise

funds .

I ts  o i l  g iveaway program became more of  a  burden than a  boon for  the

Venezue lan government and economy,  not  oh d id  the budget  exper ience

sudden and immense loss  in  terms of  resources and where to  a l locate them.

They have been exper ienc ing heavy amounts  of  pressure in  terms of

prov id ing government serv ices  and he lp  for  the c i t izens of  Venezue la .  They

have been undergo ing cr is is  after  cr is is  when the Pres ident  of  Venezue la

dec ided that  hea lthcare ,  which the pr imary need of  the country ,  w i l l  not  be

prov ided for  free .  I t  was a lso  further  extended that  the food and water

subs id ies  prov ided to  the peop le  on beha lf  of  the government and i ts  funds

wi l l  no  longer  be prov ided .  I t  got  to  a  po int  where hundreds of  Venezue lan

c i t izens were to  the br ink of  starvat ion and d isease ep idemics  due to  the

poverty  rates  of  the country .  Without  the interference of  the g loba l  forum

and organ izat ions ,  these s i tuat ions would  have had a  far  more cr imina l  effect

on the peop le  of  Venezue la .  Th is  h igh Dependency on o i l  exports  in  the

country  has  been one of  the b iggest  reasons that  they d id  not  formulate  a

secondary substant ia l  source of  income for  the country .  I t  had been warned

mult ip le  t imes by the UN to do the same and create a  ba lanced budget  that

would  not  be shaken by the change in  one of  the factors

FACTIONS INVOLVED



The USA has seen an exponent ia l  boom in  the o i l  market  owing to  the newly

formed product ion l ine  of  o i l  in  i ts  reg ion .  The currency of  the USA

determines the va lue of  the do l lar  and has often been a  factor  that  affects

the pr ice  of  o i l .  I t  i s  a  g loba l ly  accepted currency that  has  been used to

represent  the va lue of  commodit ies  and serv ices .  Th is  has  g iven the USA a

natura l  upper  hand in  terms of  o i l  and o i l  product ion .  I ts  a l l ies  are  a lso

strong o i l  and petro leum produc ing countr ies  l ike  Saud i  Arab ia .  So even when

the pr ices  weren ’t  exper ienc ing a  decrease or  d ip ,  they d id  not  spend much on

imports  or  were en joy ing subs id ies  owing to  the support  of  i ts  a l l ies  and the

he lp  the USA gave them in  return .  The USA,  as  a  superpower ,  not  on ly  had

secondary sources of  income but  has  a lso  turned the s i tuat ion in  i ts  favor .

Th is  growth in  income has made the USA one of  the on ly  few countr ies

inc lud ing Ind ia  that  has  not  suffered a  tremendous loss  due to  f luctuat ion in

pr ices .

Angola ,  Afr ica 's  second largest  producer  of  o i l  has  taken the b iggest  h i t  due

to the drop in  the pr ices  of  o i l .  I t  had been ent i re ly  dependent  on these

exports  to  prov ide for  the peop le  of  the nat ion that  was a l ready poverty-

str icken .  With  the lack of  sk i l led  and educated labour ,  o i l  mi l l s  and r igs  were

the pr imary sources of  labour ,  income,  and employment for  the peop le .  I t

strugg led to  f ix  a  stronghold  in  the OPEC countr ies  due to  the same factors

but  made enough to  he lp  the c i t izens .  There has  been a  p lummet ing drop in

the numbers  of  the budget  and the overa l l  GDP or  the nat ion ,  th is  has

prompted many countr ies  to  import  more from Angola  but  the b ig  p layers  in

the league remain  to  be the

USA,  Saud i ,  and Russ ia .  The change and decrease in  pr ices  have caused

inf lat ion in  pr ices ,  an  exp los ive  resu lt  of  humanitar ian cr is is  and a  h igh ly

government-dependant  popu lat ion ,  he lp less .

Russ ia  i s  the second b iggest  producer  of  o i l  in  the wor ld ,  wh i le  the pres ident

of  Russ ia ,  Put in  has  not  termed i t  as  a  loss  to  the nat ion 's  budget  or

economy there have been specu lat ions  of  how th is  mass producer 's  economy

is  gett ing harder  to  ba lance .  The second b iggest  source of  i ts  income has

been arms and ammunit ion ,  for  which they have rece ived mult ip le  warn ing of

unfa i r  and un lawfu l  trad ing across  borders  for  i ssues that  may get  worsened.

The ir  strong set  of  a l l i ances has  ensured that  the i r  economic  loss  won’t  be a  



The format ion of  OPEC he lped the member countr ies  in  terms of

better ing the communicat ion of  exports ,  pr ices ,  and the nat ion they

export  to .  Th is  was done with  the intent ion to  create a  un iform,  just

and qu ick  system for  a  un i form market  with  a l l  the compet i tors .

Dur ing the d ip  of  o i l  pr ices  in  2014,  the committee not  on ly  he lped

the member nat ions f inanc ia l ly  but  a lso  prov ided them with  adv ice ,

came up with  a  fa i r  set  of  laws for  the consumpt ion and usage of  o i l

and petro leum products .  They have prov ided the deve lop ing member

nat ions of  the OPEC with  techn ica l  and economic  ass istance to  garner

more strength towards the i r  nat iona l  economy which is  further  used

for  welfare .  They ensure that  these natura l  resources and reserves

are exp lo i ted in  a  fr iend ly  and eff ic ient  way without  deve lop ing

countr ies  be ing taken advantage of .

QUESTIONS A RESOLUTION
MUST ANSWER

big  set  back in  terms of  government he lp ,  ass istance ,  subs id iar ies  or  changes

in  government po l icy .  They have a lso  adapted to  the s i tuat ion and are do ing

damage contro l  by  encourag ing smal ler  and more deve lop ing industr ies  in

terms of  trade and fore ign investment

UN'S INVOLVEMENT:

Why has the reso lut ion to  proh ib i t  certa in  usages of  o i l  and

l imit ing dependency on o i l  as  the so le  source of  nat iona l  income

been passed?

What are  the changes necessary  to  reduce o i l  consumpt ion on a

g loba l  sca le? What  changes must  be made to  make i t  a  susta inab le

effort?

 What  are  the poss ib le  sources that  may rep lace o i l  and petro leum

products? How can those so lut ions  be made economica l  and

affordab le?

1 .

2 .

3 .
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