Organization of the Petroleum Exporting Countries OPEC

The organization of the Petroleum Exporting Countries (OPEC) is a permanent inter-governmental organization, currently made up of 11 oil producing and exporting countries, spread across three continents America, Asia and Africa. The members are Algeria, Indonesia, the Islamic Republic of Iran, Iraq, Kuwait, the Socialist People’s Libyan Arab Jamahiriya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates & Venezuela.

These countries have a total population of about 525 million and for nearly all of them, oil is the main marketable commodity and foreign exchange earner. Thus, for these countries, oil is the vital key to development – economic, social and political. Their oil revenues are used not only to expand their economic and industrial base, but also to provide their people with jobs, education, health care and a decent standard of living.

The organization’s principal objectives are:

1. To co-ordinate and unify the petroleum policies of the Member Countries and to determine the best means for safeguarding their individual and collective interests;

2. To seek ways and means of ensuring the stabilization of prices in international oil markets, with a view to eliminating harmful and unnecessary fluctuations; and

3. To provide an efficient economic and regular supply of petroleum to consuming nations and a fair return on capital to those investing in the petroleum industry. 

The OPEC Statute stipulates that: "any country with a substantial net export of crude petroleum, which has fundamentally similar interests to those of Member Countries, may become a Full Member of the Organization, if accepted by a majority of three-fourths of Full Members, including the concurring votes of all Founder Members".

The Statute further distinguishes between three categories of membership: Founder Member, Full Member and Associate Member.

Founder Members of the Organization are those countries which were represented at OPEC's first Conference, held in Baghdad, Iraq, in September 1960, and which signed the original agreement establishing OPEC.

Full Members are the Founder Members, plus those countries whose applications for Membership have been accepted by the Conference.

Associate Members are the countries which do not qualify for full membership, but which are nevertheless admitted under such special conditions as may be prescribed by the Conference. 

epresentatives of OPEC Member Countries (Heads of Delegation) meet at the OPEC Conference to co-ordinate and unify their petroleum policies in order to promote stability and harmony in the oil market. They are supported in this by the OPEC Secretariat, directed by the Board of Governors and run by the Secretary General, and by various bodies including the Economic Commission and the Ministerial Monitoring Committee. 

The Member Countries consider the current situation and forecasts of market fundamentals, such as economic growth rates and petroleum demand and supply scenarios. They then consider what, if any, changes they might make in their petroleum policies. For example, in previous Conferences the Member Countries have decided variously to raise or lower their collective oil production in order to maintain stable prices and steady supplies to consumers in the short, medium and longer term. 

he Conference is the supreme authority of the Organization, and consists of delegations normally headed by the Ministers of Oil, Mines and Energy of Member Countries. 

The Conference generally meets twice a year, in March and September, and in extraordinary sessions whenever required. It operates on the principle of unanimity and one Member, one vote. It is responsible for the formulation of the general policy of the Organization and the determination of the appropriate ways and means of its implementation. 

The Conference also decides upon applications for membership of the Organization, and on reports and recommendations submitted by the Board of Governors on the affairs of the Organization. It approves the appointment of Governors from each Member Country and elects the Chairman of the Board. 

Moreover, the Conference directs the Board to submit reports or make recommendations on any matter of interest to the Organization, and considers and decides upon the Organization’s budget, as submitted to it by the Board. 
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The Board of Governors, or BoG, can be compared to the board of directors of a commercial organization. The BoG is composed of Governors nominated by Member Countries and confirmed by the Conference for two years. The Board directs the management of the Organization; implements Resolutions of the Conference; draws up the Organization’s annual budget and submits it to the Conference for approval. It also decides upon any reports submitted by the Secretary General and submits reports and recommendations to the Conference on the affairs of the Organization. 

The role of the Board of Governors is described in Article 20 of the OPEC Statute (below).

The Board of Governors shall: 
1. Direct the management of the affairs of the Organization and the implementation of the decisions of the Conference; 

2. Consider and decide upon any reports submitted by the Secretary General; 

3. Submit reports and make recommendations to the Conference on the affairs of the Organization; 

4. Draw up the Budget of the Organization for each calendar year and submit it to the Conference for approval; 

5. Nominate the Auditor of the Organization for a duration of one year; 

6. Consider the Statement of Accounts and the Auditor's Report and submit them to the Conference for approval; 

7. Approve the appointment of Directors of Divisions and Heads of Departments, upon nomination by Member Countries, due consideration being given to the recommendations of the Secretary General; 

8. Convene an Extraordinary Meeting of the Conference; and 

9. Prepare the Agenda for the Conference.

One of the most common misconceptions about OPEC is that the Organization is responsible for setting crude oil prices. Although OPEC did in fact set crude oil prices from the early 1970s to the mid-1980s, this is no longer the case. It is true that OPEC's Member Countries do voluntary restrain their crude oil production in order to stabilize the oil market and avoid harmful and unnecessary price fluctuations, but this is not the same thing as setting prices. 

In today's complex global markets, the price of crude oil is set by movements on the three major international petroleum exchanges, all of which have their own Web sites featuring information about oil prices. They are the New York Mercantile Exchange (NYMEX, http://www.nymex.com), the International Petroleum Exchange in London (IPE, http://www.ipe.uk.com) and the Singapore International Monetary Exchange (SIMEX, http://www.simex.com.sg). 

The Web sites of the Paris-based International Energy Agency (IEA, http://www.iea.org) and the US Energy Information Administration (EIA, http://www.eia.doe.gov), also have extensive historical information on oil prices. 

The Economic Commission is a specialized body operating within the framework of the Secretariat, with a view to assisting the Organization in promoting stability in the international oil market. The Commission is composed of a Commission Board, National Representatives, and a Commission staff. The Commission Board consists of the Secretary General, the National Representatives appointed by the Member Countries, and a Commission Co-ordinator (who is ex-officio the Director of the Research Division).

OPEC Secretariat functions as the Headquarters of OPEC. It is responsible for carrying out the executive functions of the Organization, in accordance with the provisions of the Statute and under the direction of the Board of Governors.

The Secretariat consists of the Secretary General, and the Research Division headed by the Director of Research, and comprising the Petroleum Market Analysis, Energy Studies and Data Services Departments. Other functions include the PR & Information Department, the Administration & Human Resources Department, and the Office of the Secretary General. 

The Secretariat was originally established in Geneva, Switzerland, in 1961 but it was moved to Vienna, Austria, in 1965. The 8th (Extraordinary) OPEC Conference approved the Host Agreement with the Austrian Government in April 1965, prior to the opening of the OPEC Secretariat in Vienna on September 1, 1965.
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