
The Issue of Cartels Controlling Oil Production in the Middle East  
 
A cartel is an organisation which has created a formal agreement between producers of a 
good or service in order to control supply, or to regulate/manipulate, prices.  
 
The Middle East is known for their rich oil supply and, as of 2018, the proven oil reserves for 
Saudi Arabia alone were 266.2 billion barrels. These oil reserves have created a vast amount 
of wealth and have boosted economies, creating jobs, homes, and education as a direct 
result from oil production.  
 
This wasn’t always the case. Problems arose in the 1950s as the Soviet Union grew their 
production of crude supplies, causing the Seven Sisters (the world's seven largest publicly 
traded and investor-owned oil and gas companies) to drop their prices to challenge them. 
The Seven Sisters – now more commonly referred to as “Big Oil” – were the original cartel of 
the petroleum industry, run but after a consecutive drop in oil prices, the Arab countries felt 
they weren’t getting a good deal. Therefore in 1960, The Organisation of the Petroleum 
Exporting Countries (OPEC) was created by Iran, Iraq, Kuwait, Saudi Arabia, and Venezuela 
with the aim of creating fair and stable prices for petroleum producers. Other countries 
joined later including Qatar, Indonesia, Libya, United Arab of Emirates, Algeria, Nigeria, 
Ecuador, Gabon, Angola, Equatorial Guinea, and Republic of Congo.  
 
During the 1960s, the major goal of the OPEC was to gain complete sovereignty over their 
petroleum reserves and natural resources, which led to the Declaratory Statement of 
Petroleum Policy in Member Countries (1968). 
OPEC was slowly dominating the market; by 1973, it was supplying 56% of the world’s oil. 
Yet, the Yom-Kippur War led to a shortage of supplies when America intervened to fight for 
Israel, causing Sadia Arabia to ban oil sales to the U.S, Canada, UK, Japan, and Netherlands.  
During the 1980’s, there was a fear that crude oil reserves would start running low, causing 
other countries to become less dependent on OPEC countries and find other sources of 
energy. In addition, the war between Iran and Iraq declined OPEC’s revenues and 
undermined the idea of unity under OPEC. Saudi Arabia proposed the idea of production 
quotas to restrict the level of output and, in effect, cause prices of oil to rise. This plan 
worked but also influenced the Persian Gulf War  
Nevertheless, the use of production quotas was still being used, and in the 1990s, and prices 
began to increase due to better co-operation   
 
This cartel has had some economic benefits for some countries, e.g. with OPEC, production 
costs in the Persian Gulf have been reduced and are usually less than 10% of the price 
charged. However, OPEC is often unable to maintain their high levels of production because 
of revolutions and wars within and between member states. It could be argued that OPEC 
has created wars between each other.  
 
Currently, there are only 13 member states that are still in OPEC, with Ecuador, Indonesia 
and Qatar leaving.  
 



Nonetheless, in 2020 OPEC decided to reduce production levels, increasing the price and 
demand of oil significantly. OPEC currently produces 40% of the world’s oil supply and so 
their decisions have a considerable effect on consumers around the world. 
However due to the Russia-Ukraine war, the EU is set to impose an embargo on Russia and 
other leading nations who will set a price cap on the oil. This will cause a surge in oil 
demands, especially from Europe and North America, but it’s a question of whether the 
cartel will cope with the demands and how they will solve the problem.  
 
 
 
Points to consider: 

- Is your country an OPEC member? 
- Are they heavily reliant on oil from OPEC, or do they have their own oil reserves? 
- Has your country left OPEC, and why? 
- Should we stop relying on the Middle East for oil? 

 
 
Further reading: 

- https://www.opec.org/opec_web/en/about_us/25.htm 
- https://www.encyclopedia.com/social-sciences-and-law/political-science-and-

government/international-organizations/opec 
- https://energyeducation.ca/encyclopedia/OPEC_(cartel) 
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