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Letter from the Director 

Dear Delegates, 

 It is my great pleasure to welcome you all to the OPEC committee of CAHSMUN 2017. 
My name is Andrew Wei and I will have the highest honor of serving as the inaugural director 
for this committee. I am currently attending St George’s school as an 11th grade student and I 
participated in my first MUN conference four years ago. Over the past four years, I have learnt 
to appreciate the exhilaration and excitement of MUN, whether it be through forming a 
caucus group, solving a crisis, or reaching a consensus. I have learned very much from MUN 
in the past three years, and I hope to help you achieve the same learning through this 
committee. 

 In this conference, I trust you all to find forge new experiences and exceed your own 
limits. Whether it be your first or your fifteenth conference, do not shy away from the 
opportunities that await you. I entrust upon you the responsibility of leaving your comfort 
zone and taking the helm of leadership. Finally, if you have any questions, do not hesitate to 
contact me or my dais members. On behalf of my staff and CAHSMUN 2017, I would like to 
welcome you to OPEC. 

Best of luck, 

Andrew Wei 

OPEC Director – CAHSMUN 2017 
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Committee Description 
 

The Organization of the Petroleum Exporting Countries is an intergovernmental association 
of some of the world’s largest producers of oil. It was founded in 1960 by five original 
members in order to allow for producers to gain power in the international oil market by 
working together to coordinate supplies and prices. Prior to the founding of OPEC, the world 
oil market was dominated by seven major oil corporations known as the “Seven Sisters”. After 
the founding, individual countries began gaining greater control over their natural resources, 
increasing their leverages over prices and profits and massively expanding their profits. 
Nowadays, OPEC consists of 14 members1, representing approximately 43 percent of the 
world’s oil production and 73% percent of its reserves2. Henceforth, they will continue being a 
significant player in the world’s energy market. This is demonstrated by the OPEC oil 
embargo of 1973, in which OPEC launched an embargo against Israel’s allies in response to 
the Yom Kippur War, leading to a 600% increase in prices. Moreover, OPEC has the ability to 
set prices and production quotas for its member states, allowing it to exert great economic 
power. 

At CAHSMUN 2017, the OPEC committee will constitute all 14 member states of OPEC, and 
6-16 (depends on number of countries) of the world’s largest oil producers. Together, these 
nations form the lynchpins of the global energy economy and have substantial influence in the 
social, political, and economic landscape of the world. 

Topic A: Declining Oil Prices 
Overview 
For the past five years, the global price of oil has been stable at a price of approximately $100 
per barrel. Growth in the global economy, particularly in emerging markets, fuelled increasing 
demand, with supply barely able to keep up. However, this period of growth quickly ended in 
late 2014, when a combination of slowing economic growth, geopolitical conflict, oversupply, 
and replacement of oil as an energy source caused a major collapse in energy prices. The price 
of oil fell to $30 a barrel, sending shockwaves across the global economy3. Low oil prices 
significantly damaged the finances of states reliant on exporting oil by devaluing the primary 
sources of income for these countries. These changes will lead to great social and political 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 http://blogs.wsj.com/briefly/2015/06/03/a-brief-history-of-opec-at-a-glance/ 
2 http://www.eia.gov/beta/international/rankings/#?prodact=53-1&cy=2014&pid=53&aid=1&tl_id=1-
A&tl_type=a&v=B 
3 http://www.nytimes.com/interactive/2016/business/energy-environment/oil-prices.html?_r=0 
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implications for such nations. In the short term, oil exporters will need mechanisms to 
stabilize the global oil market and their own finances in order to avoid running their nations 
into debt, recession, and economic turmoil. In the long-term, the persistently low oil prices 
over the past three years may signify certain long-term decline in the oil industry, which may 
permanently threaten the livelihoods of many people reliant such industries. In order to 
preserve the socioeconomic and political stability and prosperity of all OPEC+ nations, a 
solution or an alternative addressing the issue of low oil prices is needed. 

Timeline  
September 1960: OPEC is founded by five original nations in Baghdad.4 

June 1967: Following an Israeli victory in the Six Day War, OPEC launched an oil embargo 
against Israeli allies, which failed because the world switched over to non-OPEC oil sources.5 

October 1973: OPEC launches a second embargo against the West, which succeeds in driving 
up prices six-fold, earning it a vast amount of economic leverage against the West.6 

March 1982: OPEC launches mandatory production quotas, which allowed it to gain more 
leverage over the oil market7 

1986: Oil prices plunge due to increasing expansion in Alaska and the North Sea, as OPEC 
increases oil production to win market share.8 

2007-2008: Oil companies begin experimenting with Hydraulic Fracturing (fracking) in USA, 
setting the stage for the shale revolution.9 

June 2011: Following massive price increases in the past decade, OPEC fails to agree on 
production quotas that were intended to stabilize rapidly increasing prices. This causes 
individual countries to adopt their own production targets, causing eventual price falls as 
supply rapidly outstrips demand.10 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
4 http://blogs.wsj.com/briefly/2015/06/03/a-brief-history-of-opec-at-a-glance/ 
5 ibid 
6 ibid 
7 ibid 
8 http://www.bloomberg.com/news/articles/2014-11-26/oil-bust-of-1986-reminds-u-s-drillers-of-price-war-risks 
9 http://www.ft.com/cms/s/2/2ded7416-e930-11e4-a71a-00144feab7de.html#slide0 
10 http://www.bloomberg.com/news/articles/2011-06-08/opec-members-are-unable-to-reach-consensus-on-output-
quotas-el-badri-says 
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October 2014: The total amount of oil rigs in the USA reaches 1600, marking the peak of the 
shale revolution. Vast oversupply begins to take its toll on oil prices, causing a mass fall in 
prices.11  

November 2014: OPEC decides not to lower production and raise prices, allowing prices to 
plunge in hope of regaining market share12. 

July 2015: Chinese GDP growth slows to below seven percent and the Shanghai stock market 
falls by 30 percent over three weeks. In response to slower global economic growth and hence 
lowering demand, prices continue to fall. 

April 2016: Major global oil producers meet in Doha, Qatar in order to freeze production to 
raise prices. Geopolitical tensions between Iran and Saudi Arabia prevent the production 
freeze, and oil prices continue to tumble.13 Iranian producers wish to double their production 
and regain their market share to pre-sanction levels, in defiance of Saudi Arabia. 

Historical Analysis 
OPEC was founded by Iran, Iraq, Kuwait, Saudi Arabia and Venezuela as a mechanism to 
collude together to dominate the supply of oil in the global economy. Hence, it has always had 
a prominent role in the setting of oil prices worldwide. OPEC’s first intervention in global oil 
pricing was in 1967, when its members embargoed western nations in retaliation for their 
support of Israel. Although the embargo was largely considered a failure, in 1973 OPEC 
launched a second embargo of Western nations, once again in response to their support of 
Israel. The embargo succeeded in showing the world the importance of stable global oil prices 
and the power of OPEC when it decided to act together to set prices.14 

The price rises of the 1970s would soon be reversed in 1986, when OPEC, led by Saudi Arabia, 
under pressure from new sources of oil, began increasing production to win back market 
share. Low oil prices had reverberating effects across the global economy. For OPEC nations, 
the price reduction led to a reversal of fortunes as oil-producing nations saw their primary 
sources of income reduced. OPEC nations were forced to adapt by reducing excessive 
government spending. However, the fall was worse for non-OPEC nations, as the low prices 
drove producers with higher costs out of business by making them unprofitable. For example, 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
11 http://www.ft.com/cms/s/2/2ded7416-e930-11e4-a71a-00144feab7de.html#slide0 
12 http://www.nytimes.com/2014/11/28/business/international/opec-leaves-oil-production-quotas-unchanged-and-
prices-fall-further.html 
13 http://www.reuters.com/article/us-oil-meeting-draft-idUSKCN0XE02Y 
14 http://blogs.wsj.com/briefly/2015/06/03/a-brief-history-of-opec-at-a-glance/ 



CAHSMUN 2017 OPEC Backgrounder  5 

in the USA, about 100,000 oil and gas workers were laid off in the five months.15 In addition, 
low oil prices in that period of time contributed to the collapse of the Soviet Union, which was 
a net exporter of oil. Low oil prices drove down the profitability of Soviet oil and put its 
relatively inefficient producers out of business, depriving the state of a source of income and 
causing an economic and debt crisis that ultimately led to the fragmentation of the Soviet 
Union.16 

Low oil prices persisted through the 1990s, especially with the Asian financial crisis cutting 
demand and hence prices. This changed in the 2000s, when instability in the Middle East and 
a lag in production led to an increase in prices.17 As existing conventional oil fields depleted 
over the decade, producers began to look to ways of extracting oil from unconventional and 
expensive sources, such as oil sands, remote conventional oil sources, and oil shale. Buoyed by 
high prices, the development of these oil sources eventually led to an oversupply of oil (known 
as a glut) that forms a key portion of today’s low oil prices. 

The development of oil shale in the 2000s was initiated by a desire to profit from high oil 
prices. In anticipation of a lack of supply and high prices, companies began to explore shale oil 
fields and developing technology necessary to extract oil from them. From 2009 to 2014, the 
total amount of oil rigs in the USA rose from below 200 to over 160018, with most of the 
growth coming from the expansion in shale gas. As US production doubled, global supply 
increased to historic levels, lowering prices, whilst establishing the USA as a swing producer in 
the global oil market.19 

In June 2011, OPEC members failed to reach an agreement on limiting their production for 
the first time in 20 years. Gulf nations, led by Saudi Arabia, pushed for a rise in production in 
order to outcompete US shale gas, whilst other OPEC nations urged restraint for fear of a 
collapse in prices due to oversupply.20 In December 2011, OPEC abandoned the production 
quota system, which set the stage for certain producers to pump as much oil as possible in 
order to compete for market share regardless of prices.21 In November 2014, OPEC once again 
failed to limit production, as Gulf nations continued to export record amounts of oil to regain 
market share. The situation was not helped by the geopolitical rivalries between nations in 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
15 http://www.oilandgas360.com/oil-the-30-year-anniversary-of-the-1986-collapse/ 
16 http://thetyee.ca/News/2013/03/13/Soviet-Union-Oil/ 
17 http://www.businessinsider.com/annotated-history-crude-oil-prices-since-1861-2014-12 
18 https://next.ft.com/content/2ded7416-e930-11e4-a71a-00144feab7de#slide0 
19 http://www.nytimes.com/interactive/2015/09/30/business/how-the-us-and-opec-drive-oil-prices.html 
20 http://www.bloomberg.com/news/articles/2011-06-08/opec-members-are-unable-to-reach-consensus-on-output-
quotas-el-badri-says 
21 http://blogs.wsj.com/briefly/2015/06/03/a-brief-history-of-opec-at-a-glance/ 
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OPEC, as neither side wished to concede market share to a rival. Following the laws of supply 
and demand, the oil glut and oversupply quickly led to a crash in prices. 

Finally, global economic conditions led to a fall in prices. In 2015, annual Chinese GDP 
growth fell below 7%, signaling slowing growth in Chinese industry. Moreover, the Shanghai 
stock exchange fell by 30 percent over three weeks, creating worries about slowing demand for 
commodities worldwide.22 This reduction in global demand also led to a further depression of 
prices worldwide. An excess of supply and a lack of demand flooded world markets with oil, 
thus creating the current situation. 

Current Situation 
The current global oil situation is one of overwhelming supply and lowered demands, which 
has led to considerably lowered prices. This has sent shockwaves across the global economy, 
with social and political ramifications. The current situation in the oil market can split most 
major nations into four major categories, depending on the level of dependency on oil 
revenue and immediate spending needs. Of course, many nations do not completely fit each 
category, and have many different characteristics.  

Economically, the current oil glut has greatly hurt nations that are dependent on its export. 
For many member nations of OPEC, oil profits have sustained government coffers for the past 
decade, forming up to 95% of their total income. Many nations have become petro-states, 
which are states that are dependent on the export of oil, not taxation of their populace, for 
governmental income. The oil price has fallen beneath the break-even point (the oil price 
needed in order for a government to maintain a stable budget) for many nations, which has 
meant that many governments are falling into deficits without a stable source of income apart 
from oil.23 Furthermore, the price of oil has fallen dangerously close to the real production 
cost of oil (the actual cost of producing a barrel of oil), which means that producers would be 
making no profit, or even a loss when extracting oil. 

The economic damage of the oil glut has consequences that extend far beyond the borders of 
individual nations. Certain petro-states, such as Russia, Venezuela, Libya and Nigeria, are in 
serious trouble due to their paucity of foreign reserves, high spending, high cost of oil 
extraction and high break-even points. Even in the times of high oil prices, these states were in 
financial trouble due to reckless spending. Additionally, the high oil prices of extracting oil for 
these nations has meant that many oil ventures are now unprofitable and are unable to sustain 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
22 http://nationalinterest.org/feature/china-the-real-reason-the-great-oil-price-crash-12002 
23 http://ogmarketreport.com/why-16-4-of-global-oil-production-is-at-risk-oil-prices-can-soon-reach-over-100-part-
2/ 
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themselves, let alone the government. These issues are further compounded by the fact that 
many nations in this category already possess high spending needs by virtue of their high 
populations and military commitments; for example, Nigeria and Libya are fighting a war 
against Islamic militants.24 As oil sales play a large role in government revenues, these states 
face immediate economic trouble if nothing is done. 

Other states, such as the Gulf States, have significant amounts of foreign-exchange reserves 
and low production costs that should allow them to sustain their current expenditures for 
many years. However, should current trends continue, these states will run into problems in 
the long term. For example, Saudi Arabia’s $600 billion of foreign reserves are being used at a 
rate of $10 billion a month in order to make up for the downfall in oil revenues.25 Economic 
instability, including the possibility of bankruptcy, may be possible in the long run. This may 
eventually lead to political instability in these nations, which has the potential to cause a 
realignment of the global political landscape. 

The third category of oil producers includes states that have may have high production costs, 
but are in a more stable financial situation, due to the fact that they have a diversified 
economy or a stable budget. Some states are extremely wealthy oil producers with stable 
public finances such as Norway and the UAE (and Qatar and Kuwait26 to a lesser extent). 
These states are largely safe from economic downturn in oil prices due to the fact that they 
have used their oil wealth to diversify their economies and have invested in the money for 
financially sustainable projects. For example, Norway has used its oil wealth to create an $819 
billion dollar sovereign-wealth fund, which is capable of sustaining the government for many 
decades.27 Other states are large economies, which are relatively diversified and have other 
successful sectors of the economy, such as Iran28 and Indonesia. These other states are 
successful in that they are less dependent on oil revenue, yet still are exporters. For example, 
only 29%29 of Iran’s budget is derived from oil, as opposed to Saudi Arabia’s 80%.30 Although 
these states are still facing the ill effects of low oil prices, both subcategories are more insulated 
from low oil prices than other nations, and have more room to maneuver and reform. 

The final category includes large nations that produce significant amounts of oil, but are net 
importers of oil by virtue of their vast economic size. Countries such as China, USA and India 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
24 ibid 
25 http://www.nytimes.com/2015/08/25/world/from-venezuela-to-iraq-to-russia-oil-price-drops-raise-fears-of-
unrest.html?_r=0 
26 http://www.khaleejtimes.com/business/energy/oil-drop-uae-kuwait-and-qatar-can-balance-budget 
27 http://www.cnbc.com/2016/03/07/norway-taps-its-oil-fund-for-the-first-time.html 
28 http://www.al-monitor.com/pulse/originals/2016/03/iran-oil-price-crash-endure-saudi-arabia.html 
29 ibid 
30 ibid 
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produce large amounts of oil, but consume even more of it. For net oil importers, low oil 
prices have boosted the economy by increasing the amount of money available for 
consumption in other sectors. It is estimated that a 10% fall in oil prices could lead to a 0.1% 
increase in economic output.31 Although oil producers in these nations, such as USA’s shale 
producers and China’s northern oil fields, may suffer from low costs, they have the flexibility 
to improve their production efficiencies by significant amounts without endangering their 
overall economy. The price of oil production has fallen by significant amounts, and although 
they are not as low as other producers, they are still turning in a profit. For example, in China, 
the cost of production could fall by 20-30%.32 Despite the economic pain that some select 
sectors of the economy may feel, most consumers in net oil importing nations gain from lower 
oil prices. 

Historical Analysis 
OPEC’s primary power is the ability to coordinate production across its member states, which 
it has done so in the past, but has failed achieve during the current crisis. The first meeting of 
OPEC during the crisis, held on November 27th, 2014, left oil production levels unchanged, 
further increasing the supply-demand imbalance and causing the oil price to plunge following 
the announcement.33 The same course of action was taken in the OPEC meetings on June 5th, 
2015 and December 4th, 2015, as producers continued to exceed the production quota of 30 
million billion/day.34 Furthermore, Iran’s announcement that it would increase production by 
a million barrels a day continued to increase global oil supply and depress prices.35 OPEC’s 
decision in 2014 and 2015 to continue the current production quota further depressed oil 
prices. 

On February 16th 2016, Saudi Arabia, Russia, Qatar and Venezuela agreed to freeze their 
production at January 2016 levels if other major oil producers did the same, finally 
recognizing that persistently low oil prices were an issue. This news sparked a modest revival 
of the oil price, but it did not cause a drastic change in the situation. Firstly, for most nations, 
oil output has already been at full capacity for many months, meaning that pumping at 
January 2016 levels would not change too much from the status quo.36 Secondly, the 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
31 http://www.bbc.com/news/business-29643612 
32 http://graphics.wsj.com/global-oil-men/ (China section) 
33 http://money.cnn.com/2014/11/27/investing/oil-prices-opec-crude/ 
34 http://www.albawaba.com/business/opec-vienna-meeting-ends-with-no-change-in-output-quotas-keep-on-
pumpin'-777318 
35 http://www.bloomberg.com/news/articles/2015-06-05/opec-unyielding-in-plan-to-stifle-rivals-as-crude-keeps-
gushing 
36 http://www.economist.com/news/finance-and-economics/21693244-potential-freeze-oil-output-will-do-little-
buoy-prices-another-doha 
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agreement would soon fall apart due to Iran’s non-participation, which was still seeking to 
regain market share lost from nuclear sanctions. In the end, the agreement did not signal a 
major change from the status quo, but showed that the world’s major oil producers were 
finally coming together for the problem.37 

Two more OPEC attempts to freeze production were held in April38 and June 2016. Whilst 
more nations pledged to hold production levels at January 2016 levels, the non-cooperation of 
Iran and its insistence to raise production until it reached pre-sanction levels were major 
sticking points. Without the cooperation of both sides, both agreements fell apart; following 
this, it was clear that if all major producers failed to agree, the current situation will only 
continue to worsen.39 

Possible Solutions 
The current oil glut is caused by an imbalance of supply and demand. As OPEC primarily 
represents the global supply of oil, production freezes and cuts are the clearest solution to low 
oil prices. By cutting production, even by a modest amount, the current imbalance will 
quickly reverse itself, and the global oil market will rebalance, returning vast oil revenues to 
producers. High-cost producers would finally be able to stabilize their budgets and prevent 
bankruptcy.40 With the agreement of all nations involved, prices could in theory be pushed to 
extremely high levels. The primary issue with reducing supply lies in the economics of 
competition. Should OPEC decide to reduce supply in order to produce high prices, 
eventually nonconventional sources such as independent shale gas producers and other 
sources of oil will become profitable again, and take away market share from OPEC, 
eventually leading to less profit.41 High oil prices will also encourage consumers to switch to 
other sources of energy, such as renewables. Another issue with this solution is that it requires 
the agreement of all major oil producers; if one major producer decides not to abide by an 
agreement, then it will be able to capture more market share, with prices remaining 
unchanged, such as what has happened with Iran and previous agreements.42 

If low prices persist, then it might seem that certain countries may wish to adapt to the new 
economic norm and diversify their economies. For example, the UAE has used its oil wealth 
to invest in financial infrastructure and services, allowing it to be a powerhouse in the non-oil 
economy, which is more sustainable than the oil market. The transformation away from a 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
37 https://next.ft.com/content/bc15d58a-02fc-11e6-af1d-c47326021344 
38 http://www.aljazeera.com/news/2016/04/opec-oil-producers-weigh-temporary-output-cap-160417061135501.html 
39 http://www.brookings.edu/research/opinions/2016/06/04-yawn-another-opec-meeting-perry-nordquist 
40 http://www.thenational.ae/business/energy/why-saudi-arabia-will-not-cut-oil-production 
41 http://www.marketwatch.com/story/why-opec-will-never-cut-production-2016-03-02 
42 http://www.brookings.edu/research/opinions/2016/06/04-yawn-another-opec-meeting-perry-nordquist 
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petro-state involves numerous reforms politically, socially, and economically, such as 
establishing a fully functional tax regime, growing the private sector, and balancing the 
budget.43 This solution has the advantage of lessening the impact of low oil prices and also aids 
in a nation’s development and prosperity. An economy that is diversified is naturally more 
stable and less prone to corruption and cronyism. The main issue with this solution is its 
feasibility. Revamping a nation’s economy takes many decades and requires a fundamental 
shift in economic philosophy. The crisis of low oil prices has many short-term implications 
that need to be addressed; furthermore, established elites in many nations will be resistant to 
change. The economic reform advocated will require austerity, which will be difficult, 
unpopular, and cause even more instability.44 

The final solution can hardly be considered as one: it is the maintenance of the status quo. For 
some nations, this is an attractive policy for different reasons. The first reason why certain 
nations may prefer lower oil prices is because they benefit from it. Net importers of oil save 
billions of dollars with low oil prices, and these prices boost their economies more than the 
potential harms.45 The second reason why nations may prefer lower oil prices is because they 
can afford to do so, and low oil prices guarantee their market share. Many states wish to gain 
an increasing market share in the global oil market, and keeping prices low is the only manner 
in which they can do so whilst pushing out competitors. These states will not cut oil 
production for fear of losing their economic power and leverage to competitors.46 The final 
reason is that low oil prices are a cure to themselves. As low oil prices persist, high-cost 
producers will eventually be driven out of business or may collapse entirely. This will cause 
supply to decrease and cause prices to rebound. Hence, for some nations, maintaining the 
status quo is desirable; however, the risks of doing so must be recognised as well 

Bloc Positions 

Gulf Petro-States  
Petro-states of the Persian Gulf are characterized by their low price of extraction and 
extremely high wealth; however, they are highly dependent on the export of oil, which often 
forms over three-quarters of their government incomes. In the short-term, they are cushioned 
by their vast foreign reserves and are likely to fight for market share, keeping prices low. In the 
long-term, if current trends continue, these states will eventually run out of their reserves and 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
43 http://www.dailysabah.com/energy/2016/04/25/imf-urges-gulf-countries-to-adapt-to-low-oil-prices 
44 http://www.economist.com/news/leaders/21685450-desert-kingdom-striving-dominate-its-region-and-modernise-
its-economy-same 
45 https://hbr.org/2016/03/what-low-oil-prices-really-mean 
46 http://www.marketwatch.com/story/why-opec-will-never-cut-production-2016-03-02 
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face serious financial troubles such as those faced by the Volatile Petro-States. Eventually, 
these states may seek to diversify their economies and undergo structural reform.47 

Volatile Petro-States 
Volatile petro-states are nations dependent on the export of oil that face immediate pressures 
from low oil price. They are characterized by a high price of oil extraction, a relatively large 
population and low foreign reserves. However, the situation is drastically compounded by an 
unstable domestic political system that makes these states vulnerable to collapse.48 In the face 
of these immediate pressures, volatile petro-states are likely to push for immediate production 
halts and the raising of prices in order to raise capital to plug their deficits and balance their 
budgets.49 In the long-term, adaptation is encouraged, but it is unsure if these countries are 
able to implement such reforms in time to deal with the short-time impacts of low oil prices. 

Stable Petro-States 
Stable petro-states are oil-producing nations that are less dependent on the current price of oil 
to balance their budgets, granting them more room to maneuver in the short and long term. 
These states are likely to also fight for their market share in the short term, but will still need 
to adapt to low oil prices to a certain degree in the long term. The exact degree of such is still 
dependent on the degree of stability in each nation. For example, Iran is barely considered a 
stable petro-state due to its relatively low level of dependence on oil50, whilst Norway is 
perhaps one of the most stable nations in the world, protected by its $813 billion dollar 
sovereign wealth fund.51 

Net Importers 
Certain other nations are large producers of oil, but even larger consumers of oil (hence 
becoming net importers of oil). Although the oil industries in these countries are suffering 
heavily, ordinary consumers in these nations are benefiting from the increased purchasing 
power that they gain from lower prices. For example, China’s GDP has been calculated to 
increase by 0.4-0.9%52 as a result of the lowering price of oil and the US’s GDP has been 
calculated to increase by 0.8%53 due to the same effect. These nations are more likely to benefit 
from the status quo and also have the flexibility to ensure that their oil industries are well-
adapted to the age of low oil prices. 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
47 http://www.dailysabah.com/energy/2016/04/25/imf-urges-gulf-countries-to-adapt-to-low-oil-prices 
48 http://www.bbc.com/news/business-29643612 
49 www.forbes.com/sites/ellenrwald/2016/05/09/opec-iran-low-prices-stronger-demise/#6f563314dfb4 
50 http://www.al-monitor.com/pulse/originals/2016/03/iran-oil-price-crash-endure-saudi-arabia.html 
51 http://www.cnbc.com/2016/03/07/norway-taps-its-oil-fund-for-the-first-time.html 
52 http://nationalinterest.org/feature/china-the-real-reason-the-great-oil-price-crash-12002?page=1 
53 http://www.bloomberg.com/news/articles/2015-01-07/oil-at-40-means-boon-for-some-no-ice-cream-for-others 
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Discussion Questions 
1.! How much of the world’s oil does your country extract, and how does this affect your 

country’s bargaining power? 
2.! How dependent is your country on oil for revenue? How does this affect your 

country’s policy towards oil prices? 
3.! What is the financial situation of your country (foreign reserves, etc.)? How long can it 

tolerate low oil prices? 
4.! What are your country’s financial commitments (civil war, insurgency, military, etc.)? 

How much can it tolerate low oil prices? 
5.! What are your country’s geopolitical rivals and allies? Is your country looking to 

protect market share from rivals? 
6.! How diversified is your country’s economy? 
7.! How open is your nation’s economy for reform? What steps has it taken to reform? 
8.! What possible methods of reform are there for your country? 
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