
JOURNAL OF NEW CENTURY INNOVATIONS 
 

 https://openresearch-hub.com/index.php/new                            Volume–88_Issue-1_November-2025 
192 

OPEC: OIL AND ENERGY MARKETS – ITS ROLE AND INFLUENCE 

 

Prepared by: Kudratov Behruz and 

 Abduvahobov Feruzbek 

Email: qudratovbehruz@gmail.com 

 

Abstract 

The Organization of the Petroleum Exporting Countries (OPEC) plays an 

indispensable role in the functioning of global oil and energy markets. Established in 

1960, OPEC has profoundly shaped the global energy landscape through its control 

over oil production, price stabilization efforts, and policy coordination among member 

states. This paper examines OPEC’s historical background, organizational structure, 

operational mechanisms, and its broader political and economic influence. 

Furthermore, it analyzes the challenges OPEC faces in the modern era of renewable 

energy transition and outlines possible strategies for its continued relevance in a rapidly 

evolving global energy environment. 

 

1. Introduction 

Oil has long been the lifeblood of the global economy. It fuels transportation 

systems, powers industries, and drives technological and economic growth. As a result, 

the stability of oil markets is crucial for global prosperity. The Organization of the 

Petroleum Exporting Countries, better known as OPEC, was founded in September 

1960 by Iran, Iraq, Kuwait, Saudi Arabia, and Venezuela. Its primary purpose was to 

coordinate and unify petroleum policies among member countries, ensuring stable oil 

prices and fair returns for producers. 

OPEC’s creation marked a turning point in the balance of power between oil-

producing and oil-consuming nations. Before its establishment, multinational oil 

companies—often referred to as the “Seven Sisters”—dominated global oil markets. 

OPEC emerged as a collective voice for producing nations, seeking to assert 

sovereignty over their natural resources. Over the decades, the organization expanded 

to include additional members such as Nigeria, Libya, the United Arab Emirates, and 

Angola, among others. 

2. The Structure and Functions of OPEC 

OPEC’s headquarters are located in Vienna, Austria, serving as the administrative 

and strategic hub of the organization. It consists of several key bodies: 

 The Conference: The highest authority, composed of representatives from each 

member country. It meets at least twice a year to determine production targets and 

pricing policies. 
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 The Board of Governors: This body implements the decisions made by the 

Conference and supervises the work of the Secretariat. 

 The Secretariat: Responsible for research, data analysis, and coordination of 

OPEC’s day-to-day activities. 

OPEC’s central mission is to achieve a stable and sustainable oil market that 

benefits both producers and consumers. The organization works to avoid excessive 

price volatility, which could harm economic development globally. Through 

coordinated production decisions, OPEC aims to maintain equilibrium between supply 

and demand. 

3. OPEC’s Role in the Global Oil Market 

OPEC’s influence is primarily derived from its ability to regulate oil supply. 

When global demand rises, OPEC increases production to stabilize prices. Conversely, 

during economic downturns, it cuts output to prevent prices from collapsing. This 

mechanism of supply management gives OPEC a unique power to influence global oil 

prices. 

A notable example of OPEC’s power was the 1973 oil crisis, when Arab OPEC 

members imposed an embargo on countries supporting Israel during the Yom Kippur 

War. The result was a dramatic surge in oil prices and a severe economic shock for 

Western nations. This event demonstrated the political and economic leverage OPEC 

could exert over global markets. 

In recent decades, OPEC’s role has evolved. The organization no longer seeks to 

dominate markets outright but to ensure stability and predictability. In 2016, OPEC 

formed a strategic alliance with non-member countries such as Russia, creating the 

OPEC+ coalition, which continues to coordinate production levels to balance the 

market. 

4. Economic and Political Influence 

OPEC’s influence extends beyond economics into the political realm. The oil 

revenues of member countries significantly shape their national budgets, social 

programs, and economic development strategies. Consequently, OPEC’s decisions 

affect not only the price of fuel but also global inflation, trade balances, and 

international relations. 

For instance, when oil prices rise, energy-importing nations face higher costs, 

which can trigger inflation and slow economic growth. Conversely, when prices fall 

sharply, oil-exporting nations experience budget deficits and economic instability. 

Hence, OPEC’s decisions can influence everything from global stock markets to the 

cost of living for ordinary citizens. 

Furthermore, OPEC acts as a counterbalance to Western economic dominance. It 

provides developing nations with a platform to collectively negotiate fairer terms for 

their resources, fostering a sense of economic independence and geopolitical power. 
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5. Challenges Facing OPEC 

Despite its enduring influence, OPEC faces several significant challenges in the 

21st century. 

1. The Rise of Non-OPEC Producers: The emergence of new oil 

producers, particularly the United States through shale oil production, has reduced 

OPEC’s market share. The U.S. shale revolution transformed America into the world’s 

largest oil producer, challenging OPEC’s traditional control. 

2. Renewable Energy Transition: Global efforts to combat climate change 

and achieve carbon neutrality have accelerated investments in renewable energy 

sources such as solar, wind, and hydrogen. This shift threatens the long-term demand 

for oil. 

3. Internal Disagreements: OPEC’s strength relies on unity, yet differing 

national interests often lead to conflicts over production quotas and pricing policies. 

4. Technological Change and Market Transparency: Digital technologies 

and global data-sharing have made oil markets more transparent, limiting OPEC’s 

ability to manage prices through information asymmetry. 

The COVID-19 pandemic further underscored OPEC’s vulnerability. The 

sudden collapse in oil demand in early 2020 forced the organization to make 

unprecedented production cuts. Through cooperation with non-OPEC partners, OPEC 

managed to stabilize prices, but the event highlighted the fragility of the modern energy 

market. 

6. OPEC’s Future Outlook 

Looking ahead, OPEC must navigate a rapidly changing global energy landscape. 

While oil remains vital to the world economy, the long-term trend points toward 

diversification. OPEC’s survival and relevance depend on adapting to these changes. 

OPEC can maintain its role by: 

 Encouraging technological innovation to make oil production more efficient 

and environmentally friendly. 

 Supporting energy diversification and investment in renewable energy within 

member states. 

 Enhancing transparency and cooperation with non-member producers. 

 Promoting sustainable development initiatives to align with global climate 

goals. 

The transition to clean energy does not necessarily signal the end of OPEC; rather, 

it marks the beginning of a new chapter. As the world strives for a balanced energy 

mix, OPEC’s expertise, resources, and coordination capacity will remain crucial for 

ensuring stability during the transition. 

7. Conclusion 

OPEC’s role in global oil and energy markets remains unparalleled. From its 
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foundation in 1960 to its current cooperation with non-OPEC partners, the organization 

has continuously shaped the evolution of the world’s energy system. By regulating oil 

supply, stabilizing markets, and influencing international policy, OPEC has become a 

cornerstone of global energy governance. 

However, the organization’s future success depends on its ability to embrace 

change. As renewable energy technologies grow and environmental policies tighten, 

OPEC must evolve from a traditional oil cartel into a forward-thinking energy alliance. 

By doing so, it can continue to contribute to global economic stability, energy security, 

and sustainable development. 
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