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Welcome To Crisis

Dear Delegates,

This will be my first time as a crisis director, honestly, I may be the most excited out of
all of you. We have worked for many months on this crisis. I myself am a very
passionate crisis delegate, when planning this committee I tried to make sure we learn
and improve from previous crisis committees the rest of the team and I took part in.

While this crisis takes place during the cold war it is not a classic cold war crisis: The
clash is not between east and west - The clash is between newly created Arab states
and their former colonizers. Try to think about that when reading this study guide and
when you represent your character in the crisis itself. The Oil Crisis is inseparable from
the Arab-Israeli conflict and the Yom Kippur war. The consequences of this crisis are
huge: Unemployment rates rose in major western nations, while a combination of price
increases and wage stagnation led to stagflation. Both public and private transport were
dealt a death blow. In western Europe, people were having a hard time keeping their
houses warm during the harsh winter. Most of all, this crisis made the west realize it can
no longer rely on OPEC and the Arab world for oil. One could argue the memory of the
oil crisis was a major reason for both the gulf war and the invasion of Iraq later on.

The bottom line is that the Oil Crisis was a major event, with major consequences. I
strongly believe it is underappreciated when looking at the recent history of the world.
I’m glad we all get to learn more about it. As I sit here, writing this study guide, I do
wonder how will you resolve this crisis? What kind of world will you create? Will both
sides end the crisis in a better manner than they did in real life? Or perhaps worse,
maybe even in war?

One last thing, while we are aware the Oil Crisis is an economic event. We do not
expect you to go too deep into the economic side of things. Do your research and study
the topic well and you will be just fine.

Looking forward to meeting all of you in Tel Aviv,

Roy Weisman, Crisis Director
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General Background

On October 6, 1973, Egypt and Syria launched a surprise attack against Israel on the
Jewish holy day of Yom Kippur. Egyptian and Syrian forces made early gains across
the Suez Canal and Golan Heights, the fight was harsh but Israel quickly turned the
tide, and within a few weeks, Israeli troops had pushed forward into Egyptian and Syrian
territory. At the end of the war, Egypt conquered a small piece of land in the Israeli part
of the Sinai desert and Israel conquered a small piece of land in the Egyptian part of the
Sinai desert and parts of the Syrian Golan heights.

During the 1973 Arab-Israeli War, Arab members of the Organization of Petroleum
Exporting Countries (OPEC) imposed an embargo against several western countries
such as the U.S., the Netherlands, France, U.K., Germany, and more. The embargo
was imposed in retaliation for the U.S. decision to re-supply the Israeli military
and to gain leverage in the post-war peace negotiations. The embargo both banned
petroleum exports to the targeted nations and introduced cuts in oil production.

OPEC divided the countries into several categories based on their position on the
Israeli-Arab conflict. Countries that were pro-Israel suffered the most (U.S. the
Netherlands, etc.) and countries that were leaning toward a pro-Arab suffered the least
(U.K. etc.). Several years of negotiations between oil-producing nations and oil
companies had already destabilized a decades-old pricing system, which
exacerbated the embargo’s effects.

The 1973 Oil Embargo acutely strained a U.S. economy that had grown increasingly
dependent on foreign oil. The efforts of President Richard M. Nixon’s administration to
end the embargo signaled a complex shift in the global financial balance of power to
oil-producing states and triggered a slew of U.S. attempts to address the foreign policy
challenges emanating from long-term dependence on foreign oil.

In Europe, the first symptom of the embargo was a recession that put a sudden stop to
the growth of the ‘thirty glorious years’ that followed the Second World War. Industrial
production declined, impacting traditional economic sectors including textiles,
shipbuilding, and steel. International trade crumbled, and bankruptcies became
regular occurrences.

Japan, which was historically dependent on other countries to supply it with raw
materials, was hit especially hard by the crisis. Because of its heavy dependence on
OPEC’s oil Japan was easy to influence and it had to act fast to ensure the constant
supply of oil to the country.
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By 1973, OPEC had demanded that foreign oil corporations increase prices and
cede greater shares of revenue to their local subsidiaries. In April, the Nixon
administration announced a new energy strategy to boost domestic production to
reduce U.S. vulnerability to oil imports and ease the strain of nationwide fuel shortages.
That vulnerability would become overtly clear in the fall of that year.

The onset of the embargo contributed to an upward spiral in oil prices with global
implications. The price of oil per barrel first doubled, then quadrupled, imposing
skyrocketing costs on consumers and structural challenges to the stability of whole
national economies. Since the embargo coincided with a devaluation of the dollar, a
global recession seemed imminent. U.S. allies in Europe and Japan had stockpiled oil
supplies and thereby secured for themselves a short-term cushion, but the long-term
possibility of high oil prices and recession precipitated a rift within the Atlantic Alliance.
European nations and Japan found themselves in the uncomfortable position of needing
U.S. assistance to secure energy sources, even as they sought to disassociate
themselves from U.S. Middle East policy. The United States, which faced a growing
dependence on oil consumption and dwindling domestic reserves, found itself more
reliant on imported oil than ever before, having to negotiate an end to the embargo
under harsh domestic economic circumstances that served to diminish its international
leverage.

The Nixon administration began parallel negotiations with key oil producers to end
the embargo, and with Egypt, Syria, and Israel to arrange an Israeli pullout from the
Sinai and the Golan Heights. Initial discussions between Kissinger and Arab leaders
began in November 1973 and culminated with the First Egyptian-Israeli Disengagement
Agreement on January 18, 1974.

Nixon seriously considered military action to seize oil fields in Saudi
Arabia, Kuwait, and Abu Dhabi as a last resort. The embargo laid bare one of the
foremost challenges confronting U.S. policy in the Middle East, that of balancing the
contradictory demands of unflinching support for Israel and the preservation of close
ties to the Arab oil-producing monarchies. The strains on U.S. bilateral relations with
Saudi Arabia revealed the difficulty of reconciling those demands. The U.S. response to
the events of 1973–1974 also clarified the need to reconcile U.S. support for Israel to
counterbalance Soviet influence in the Arab world with both foreign and domestic
economic policies.

The full impact of the embargo, including high inflation and stagnation in oil importers,
resulted from a complex set of factors beyond the proximate actions taken by the Arab
members of OPEC. The declining leverage of the U.S. and European oil corporations
(the “Seven Sisters”) that had hitherto stabilized the global oil market, the erosion of the
excess capacity of East Texas oil fields, and the recent decision to allow the U.S. dollar
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to float freely in the international exchange all played a role in exacerbating the crisis.
Once the broader impact of these factors set in throughout the United States, it
triggered new measures beyond the April and November 1973 efforts that focused on
energy conservation and developing domestic energy sources. These measures
included the creation of the Strategic Petroleum Reserve, a national 55-mile-per-hour
speed limit on U.S. highways, and later, President Gerald R. Ford’s administration’s
imposition of fuel economy standards. It also prompted the creation of the International
Energy Agency proposed by Kissinger.

Decolonization

"It would be better … to see the history of this period as that of a complex
interaction: of the will of ancient and stable societies to reconstitute themselves,
preserving what they had of their own while making the necessary changes in
order to survive in the modern world increasingly organized on other principles,
and where the centers of world power have lain for long, and still lie, outside the
Middle East" -  Albert Hourani.

When talking about colonization and Decolonization, one would mostly be referring to
Africa. However, it's important to remember the lands of the middle east also
experienced colonization. The middle east during the cold war (and to this day) was
shaped by its colonial past.

In order to start understanding decolonization, we must go back to the past, the end of
the Ottoman empire. At the start of the 20th century, the British, French, and most
importantly the Ottomans had varying levels of control and influence over the Middle
East. Around that time Arab nationalist movements began growing and spreading their
influence. These movements called for independence from any and all forms of foreign
influence in the region. To counter this the Ottomans suppressed these movements with
brute force, often supported by other foreign powers.

Of course, once the great war began the same Ottoman empire found itself fighting with
these foreign powers, a fight for survival. The Ottomans and the central powers lost,
and Britain and France took full control of the region. One of the key factors in winning
the middle eastern front was the promises given in the McMahon–Hussein
Correspondence - promising the Arabs one big Arabic kingdom in the lands of the
former Ottoman empire under the leadership of Hussein bin Ali. This promise then led to
the Arab Revolt in 1916 against the Ottoman empire. However, in 1917 another lofty
promise was made by the British to the zionist movement, The Balfour Declaration
promised a Jewish state in a way that contradict the Arabic-British deal. The seeds of
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the Arab-Israeli conflict were already planted. The result was that both the Zionists and
the Arab nationalists helped the British during the war, only to find themselves betrayed.
The Sykes-Picot Agreement marks one of the last ventures of European empires in
colonialism. Rather than stay true to any of the previous commitments, the British opted
to sign a secret deal with France: According to the agreement, the Middle East postwar
was to be divided among the two allies. At the conclusion of the war, Britain and France
divided various portions of the Middle East into new territories called “Mandates”:

The newly founded League of Nations made these Mandates official: Britain gained
control of Mesopotamia, Palestine, and present-day Jordan, and the French were given
Syria and Lebanon. From there these two empires faced numerous problems that
eventually led to the (relatively) quick decolonization of the region.

At this point in history, acquiring new land through colonization was not as easy as it
was a century ago: Growing resistance to colonization became common in countries
like the United States and the Soviet Union, and as their power grew so did the
hardships Britain and France had to bare in order to keep their colonial empires. In
addition, the Great Syrian Revolt of 1925 had to be brutally suppressed - The natives
of the region were not very cooperative with their new masters, to say the least.

In Mandatory Palestine, the contents of the Balfour Declaration soon became public
knowledge, angering the Arab population. As antisemitism grew in Europe, especially
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with the rise of Hitler in 1933, more and more Jews started to answer the zionist call to
return to their biblical homeland. This resulted in the Jewish population rising at an
unprecedented rate. This angered the Arabs, they feared Mandatory Palestine would
soon become a new Jewish state. This led the Arabs of Mandatory Palestine to start
their own revolt in 1936. Just like the French, the British suppressed the revolt and had
to increase their military presence in the area. The British did try to appease the Arabs
with the limitation of Jewish immigration (as well as many other limitations) as detailed
in the White Paper of 1939. This was ineffective: The zionists were now furious with the
British as well, while Arabs mostly believed the papers did not go far enough - they
wanted no more Jewish immigration and a promise of an independent Palestinian state.
20 years after they sought the destruction of Ottoman rule, the Jews and Arabs of the
region had another common goal - to get the British out of Mandatory Palestine.

Immediately following the end of World War II, the presence of colonialism in the middle
east began to unravel, and with it began the end of colonial empires altogether. France
Left both Syria and Lebanon in 1945 and 1946 respectively after ruling these lands and
peoples became too much to bear. A series of treaties led to British withdrawal from
both Egypt and Iraq. Jordan was granted independence in March 1946, and by 1956
with the end of the Suez Crisis, the region was fully decolonized. Decolonization
happened many times out of necessity: Economic factors, as well as local unrest
and the new United Nations (Where both the United States and the USSR
opposed British and French colonialism) helped speed things along.

The most pressing and complex issue of all was the future of the Palestine mandate. In
July 1946 the King David Hotel in Jerusalem was blown by The Irgun (Zionist
paramilitary organization) killing 91 people in the process. This incident (just one of
many others) turned public opinion in Britain against maintaining the mandate. And so,
in 1947 the British government officially asked the United Nations to solve the issue of
post-mandate rule in the holy land. On November 29, 1947, Resolution 181 passed
through the United Nations General Assembly. This Resolution divided Mandatory
Palestine into two new states: Jewish and Arab. The Arabs refused to accept any
Jewish state and only one day later Jewish and Arab communities clashed. At this point,
the British organized their withdrawal and intervened only occasionally. This continued
until the British finally left on May 14, 1948. David Ben-Gurion declared the foundation
of the State of Israel and the formal war officially began as newly created Arab nations
surrounding Israel invaded the even younger Jewish state. Israel would go on to defeat
the Arab armies and win the war, partially thanks to Foreign (In this case, European)
weaponry - a trend that would continue into future conflicts including the Yom Kuiper
war. At the end of it all, Resolution 181 was not fulfilled. The end of the war saw an
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independent Jewish state with no Arab state next to it: both Egypt and Jordan would
directly rule the lands Israel failed to gain during the war.

With Jordan gaining direct control of the West Bank region and Egypt taking the Gaza
Strip.
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Despite how it may seem at first, the end of colonization did not bring the end of foreign
influence in the region. The former colonial powers, now joined by the United States (as
well as the USSR eventually) continued to maintain a presence in the region. One
example of this is the case of The Anglo-Iranian Oil Company (AIOC) which would
later become known as “The British Petroleum Company (BP)”. From 1908 Until
1951 this company used Iranian oil fields for three-quarters of its supplies and controlled
all oil in Iran, meaning that while being “free”, most of Iran's oil would go to European
hands. In 1951 the Iranian parliament voted to nationalize Iranian Oil. While at first
considering invading Iran, the British and Americans decided to organize a coup
instead. In 1953 the coup occurred, and the pro-Western Shah Mohammad Reza
Pahlavi came to power leading to Iranian oil flowing into western hands once again
(This time while agreeing to share profits on a 50-50 basis with Iran).

Despite the relatively short European rule in the middle east, its consequences still
haunt the region to this very day. Just like with the decolonization of Africa, the new
borders resulted in differing hostile populations being put together in the same
countries. This basic issue caused the region to plunge into violence and war, with
many countries suffering through years of dictatorial rule with no end even today. There
is no doubt that the dissolution of Mandatory Palestine was one of the most poorly
planned cases of decolonization. Even after decolonization, the middle east would
again be used by greater powers in a bigger game: The cold war. With the west
trying to combat communist influence and hold on to its precious black gold.

Oil and Oil Economy

“Oil creates the illusion of a completely changed life, life without work, life for
free. Oil is a resource that anaesthetises thought, blurs vision, corrupts - Ryszard
Kapuściński.

The excessive attention toward oil Began in the 1940s. The availability of oil played a
crucial role in World War II. One of the motives for the German invasion of Central
Europe was access to reliable oil supplies. It was also the main motive of the German
and Italian actions in North Africa and around the Suez Canal, and the Japanese
conquest of Southeast Asia. Equally important, the U.S. possessed large oil resources
of its own, a fact that was critical to the Allies’ successful prosecution of the war.

By the end of the war, the production of the U.S oil industry rose and oil soon became a
resource that was largely taken for granted in the U.S. Throughout the 1950s and 1960s
it was plentiful and cheap, especially with new oil fields opening up in the Middle East,
Southeast Asia, and Africa. Western history post the Second World War is described as
one of miraculous growth up to 1973.
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During the 1950s, annual imports of oil and refined oil products increased 176%, while
domestic consumption of petroleum products rose about 65%; Net imports as a share of
domestic consumption rose from 6% to 17% over the period. Oil was so cheap that in
1959, the domestic oil industry persuaded the Eisenhower Administration to impose
import quotas on oil and petroleum products to protect against foreign competition. The
intent was to protect domestic oil prices and profits in order to promote domestic
exploration and production. During the decade after the imposition of quotas, imports
grew more slowly, increasing by 77%; consumption growth also slowed somewhat,
increasing by 48%. Even so, imports continued to take a larger portion of the domestic
market; the net import share rose to 22% in 1969.

During the period 1969-72, the oil market in the U.S changed markedly. The
supply-demand relationship became increasingly tight. the production peaked in
1970. After the increasing use of oil, it then began to gradually decline, which continues
to date. Consumption continued to expand, increasing 16% between 1969 and 1972.

Oil prices, which had been rising at an average annual rate of about 1.25%, rose
nearly 8% in 1971 alone. As a share of domestic consumption, net imports of oil and
oil products rose to 28% in 1972. Throughout the period, pressures intensified to
remove import controls on these commodities.

In 1970, a presidential commission recommended the elimination of oil import
quotas. In the middle of 1972, a court challenge to the legality of the import quotas was
filed by several northeastern states, where it was easier and cheaper to get oil from
abroad than from Texas. In late 1972 President Nixon dropped the taxes on gasoline
and heating fuel. Nixon tried to stop the ongoing shortages. Nonetheless, oil shortages
and rising prices persisted during the early months of 1973, with no sign of relief. More
taxes were lowered further in January of that year and again in April and were finally
erased completely by executive order on May 1st. By September 1973, one month
before the initial supply cuts by the Arab producers, the U.S. producer price index for
oil had risen nearly 17% from its January level. U.S. oil producers had little excess
production capacity and dwindling oil field reserves; thus, even at higher prices, they
were unable to respond in the short term. The stage was set for OPEC to step into
the spotlight. The 1973 oil crisis is considered a rupture point in the late twentieth
century.
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The Arab World in 1973, OPEC

During a summit in Cairo on 6 November, Kissinger asked Sadat what Faisal was
like and was told: "Well, Dr. Henry, he will probably go on with you about
Communism and the Jews" - Robert Lacey

As World War II ended, the Cold War raged across the globe. It was waged by proxies
and allies in Southeast Asia, Africa, the Caribbean, and of course, the Middle East. Up
until the 1950s, relatively few individuals dominated regional politics, these same elites
often affirmed legitimacy for their local rule by collaborating with foreign powers. As
mentioned before: the end of world war II, the will of the people, and the new global
superpowers made colonialism a thing of the past. Despite that, the elite rule over the
Arab world stayed. Twentieth-century discoveries and technological progress in oil and
natural gas discovery and consumption altered power structures within the Middle East.
Oil-rich countries were mostly population-poor, and population-rich countries were
mostly oil-poor. Since the end of the second world war, it appears more and more that
the dynamics of inter-regional politics favor the oil-rich countries as they acquired vast
wealth very quickly. As a result, inter-regional political backbiting and unending
jealousies are common. Middle Eastern oil exporting countries have enormous
influence over oil market prices.

Since the founding of the State of Israel in 1948, the Middle East had been a hotbed
for one crisis after another. This poorly-coordinated invasion of Israel ended in a
crushing defeat for the five neighboring Arab armies who were overall superior in
firepower, and organization. This type of defeat is not something easily forgotten. And
this trauma would drive the Arab nations towards the common goal of revenge for a
very, very long time.

It was clear after the end of the war the Arab world will do its best to oppose any country
Israel aligns itself with. For some time, it was unclear how Israel would align itself in this
new cold war. The US in 1948 feared a Jewish state’s creation because many of its
recent immigrants who had hailed from Russia might tilt favorably toward Moscow. By
the early 1950s however, it was clear the socialist leadership of the country under David
Ben Gurion favored the west. As a result, the Soviet Union reacted to Israel’s
alignment with the west by establishing strong alliances and influence with Israel’s Arab
neighbors—including Egypt, Syria, Iraq, Libya, and numerous Palestinian organizations.

This hatred for Israel, a unifying factor in an otherwise divided Arab world is still
present in 1973. The reasons for this continued hatred are varied, perhaps the main
one being three additional Israeli-Arab wars since 1948:
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In 1956, Nasser is officially elected President of Egypt, he nationalizes the Suez
Canal. This act of national sovereignty cemented Nasser’s popularity among Arabs but
outraged Great Britain, France, and Israel. These three countries invaded  Egypt in an
attempt to regain control of the canal and topple Nasser; they ultimately failed to
achieve their objectives, mainly due to pressures from the United States and the Soviet
Union (However while Britain and France failed in every aspect, Israel managed to
achieve a military victory, resulting in the occupation of the Sinai Peninsula until
1957).

In 1967 The 3rd Arab-Israeli war, “The Six-Day War” breaks out as a result of Egypt
closing the Gulf of Aqaba in the Red Sea to Israeli navigation. Israel considers this
action a threat to its security and an act of deliberate provocation. It is also clear to the
Israeli leadership that Jordan, Egypt, and Syria are all planning to attack in order to
destroy the young state once and for all. And so Israel launches a pre-emptive attack,
Israeli warplanes destroy almost all of Egypt’s air force and air bases, leaving Egyptian
troops in the Sinai without air defenses. In yet another cruising defeat after only 6
days of war, Israel captures the Sinai Peninsula and Gaza Strip from Egypt, the
Golan Heights from Syria, and the West Bank and East Jerusalem from Jordan.
The region would see a War of Attrition between Israel and Egypt in the Sinai until 1970.

As explained at the start of the study guide, 1973 saw the 4th Arab-Israeli war, also
known as  “The Yom Kippur war”. in a surprise attack on the Jewish Day of Atonement,
Egypt and Syria advanced and retook parts of the Sinai and the Golan Heights
that were lost in 1967. Despite initial gains, they are soon forced to retreat by Israeli
forces:  Israeli leaders asked for help from U.S. President Richard Nixon, who ordered
a massive airlift of military equipment. Israel then managed to regain the upper hand
in the war. The 3rd Egyptian army was encircled in the Sinai and An Israeli unit led by
General Ariel Sharon crossed the Suez Canal and advanced toward Cairo. Israel also
began bombing Damascus with artillery. The UN Security Council then passed
Resolution 338 which called for a cease-fire on all fronts. While this war saw the
Arabs fail, yet again, to achieve a military victory, the fact they managed to surprise
the Israelis was a huge political victory (Most of the political gain went to Egypt and
its president  Anwar Sadat, reinstalling Egypt as the head of the Arab world after the
humiliation of 1967).

Besides the loss of two wars (some would argue three - The identity of the victor in the
Yom Kippur war is disputed) as well as Arab soldiers dying in the fight against Israel
The main reason for the hatred towards the Jewish state is the Palestinian issue.
Nearly 1,400,000 Arabs lived in the region when the war started in 1948. Numbers are
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hotly disputed but there is a general consensus that more than 600,000 (likely even
more than 700,000) Arabs were either driven out by Zionist military forces/the Israeli
army or fled for fear of violence by these forces. Some left for good while most hoped to
return after the war. About 276,000 moved to the West Bank; by 1949 more than half
of the Arab population in what was once Mandatory Palestine lived in the West
Bank (from 400,000 in 1947 to more than 700,000). Between 160,000 and 190,000
went to the Gaza Strip. Overall, More than one-fifth of Palestinian Arabs left former
Mandatory Palestine altogether: About 100,000 of these went to Lebanon, 100,000 to
Jordan, between 75,000 and 90,000 to Syria, 7,000 to 10,000 to Egypt, and 4,000 to
Iraq.

As the years passed, those Arabs who found themselves in different countries, mostly in
UNRWA (United Nations Relief and Works Agency for Palestine Refugees in the
Near East, created in 1949) Refugee Camps faced harsh living conditions,
discrimination, a sense of alienation and dislocation in their new homes. In addition,
they faced close supervision by the respective governments with the intent of limiting
their political activities. As an example, The Jordanian monarchy saw the events of
1948 as a way to expand Jordanian territory and integrate Palestinians. Thereby
creating a new inclusive Jordanian nationality. While seeing partial success in their
annexation of the west bank and a majority of all Palestinians in the west bank
becoming Jordanian citizens, In 1951, King Abdullah of Jordan was assassinated in
Jerusalem by Palestinian nationalists opposed to the very same annexation. As
years passed, The PLO (Palestine Liberation Organization) tried to gain more and
more autonomy in Jordan. In order to try and maintain stability,  the government allowed
the Palestinian guerrillas independent control of their own bases in the Jordan Valley,
but relations between the two remained uneasy.Tensions between the Jordanian army
loyal to the King and the Palestinian guerrillas erupted in a brief but bloody civil war in
September 1970 that became known as “Black September.” while receiving active
support from Syria, by 1971 Jordanian government established full control over the
whole country and crushed the opposing guerrillas. From that point on, the king and
the PLO were deeply suspicious of each other, to say the least. The majority of
Palestinians in Jordan as well as those living on the West Bank under Israeli control
became highly critical of the king and his policies.

This is just one example, the Palestinian refugees are a big issue for the countries that
accepted them. Many Arabs started developing indifference to the Palestinian issue,
while still blaming Israel. However, another matter worth remembering is that even
before 1948 (and especially after) Jews living in Arab countries suffered from
persecution and antisemitism. Between 1948 and 1957 some 567,000 Jews were
expelled from Arab states, nearly all of whom resettled in Israel.

14



Another matter is that ultimate control and sovereignty over Jerusalem, since 1967 the
entire city including the Al-Aqsa Mosque remains under Israel's control. This is a
contentious issue at the heart of resolving the Arab-Israeli conflict.

If conflicts between Israel and the Arab world continue, and without a solution to
the issues of the Palestinians and Jerusalem, any willingness expressed by an
Arab country to normalize relations with Israel or sign a peace deal would be met
with great upset all around the Arab world. Despite this, after the Yom Kippur war,
the Israelis became uncertain whether they could defeat Egypt in the event of another
war. On the other hand, the Egyptians recognized that despite doing better this time,
they were defeated in the end. As the war ends, Egyptian leadership is doubtful that
Egypt would ever be able to defeat the IDF.

Another matter worth mentioning is the relations between Egypt and Saudi
Arabia, unlike former president Nasser, the Egyptian President in 1973 - Anwar Sada
gets along very well with King Faisal of Saudi Arabia. Together they stopped the “Arab
Cold War” that was going on between the two countries before. During this cold war,
Nasser's Egypt was engaged in political rivalries with conservative traditionalist Arab
monarchies like Jordan, Morocco, and of course Saudi Arabia. Nasser espoused
secular, pan-Arab nationalism supported by countries like Iraq and Syria. With
Nasser gone, his ideology declined. Overall the status of Egypt as the leader of the
Arab world is in question since the end of the six days war. Will the political victory in
the Yom Kippur war and this newfound friendship with Saudi Arabia restore
Egypstan status as the leader of the Arab world? Or will the ever-increasing
importance of oil place Saudi Arabia at the top instead? While not officially rivals
anymore, both Saudi Arabia and Egypt aspire to rule the Arab world.

OPEC (Organization of the Petroleum Exporting Countries, established in 1960) is
a multinational organization formed originally by 5 countries: Saudi Arabia, Iran, Iraq,
Kuwait, and Venezuela. Meaning despite how it looks at first, it is not a fully Arab
organization. In 1961 Qatar joined, followed by Indonesia and Libya in 1962. Until 1973
the organization also saw the emirate of Abu Dhabi (1967), Algeria (1969), Nigeria
(1971), and Ecuador (1973) join in.

The official goal of this Organization is to “coordinate the petroleum policies of its
members and to provide member states with technical and economic aid”. In reality,
the true goal of founding this organization was to create an effective cartel that
would make sure the oil prices stay high (at the time the price for oil was only getting
lower). The founding countries also hoped this cartel would help combat the control the
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“Seven Sisters”  had on the global oil market.  Despite each country having sovereignty
over the price they set for oil (Some argue this sovereignty together with the tendency of
members to renege on prior agreements makes OPEC an ineffective cartel), OPEC
members meet in semiannual and special meetings to try and coordinate policies,
oil prices, production, and related matters.

The thing all five original founder nations of OPEC had in common is that they all signed
a contract in the past with a western company/government that in one way or another
effectively waived their right to sovereign taxation. The creation of OPEC is rooted in
a need to combat western influence.

After the USA and USSR, OPEC controls most of the proven petroleum reserves in the
world. However, the fact each country maintains sovereignty is important, for the
organization to be successful in achieving its goals members must work together.
Cooperating becomes hard because each OPEC member has different levels of
reserves and production in the global oil market - each leader must sometimes put the
needs of OPEC above possible gains for their countries. Another matter is that, if
for some reason, revolution or war breaks out in one of the member states, its ability to
maintain high levels of production would be severely hurt.

Due to various factors, OPEC failed to stop the lowering of oil prices in the 60s.
However they did make progress - In 1963, The Seven Sisters controlled 86% of the oil
produced by OPEC countries, by 1970 the rise of "independent oil companies" had
decreased their share to 77%. OPEC Countries were increasing production while
western countries like the USA were producing less and less oil while starting to heavily
really on the global market. Demand for oil in the western world also rose: Between
1970 and 1973 US imports of crude oil had nearly doubled, reaching 6.2 million barrels
per day in 1973.

The “Oil Weapon” is the usage of oil as leverage to influence political events. The
Arab countries used this so far during the Suez crisis when Syria sabotaged oil
pipelines thus disrupting the supply of oil to Western Europe. The second time was
during the Six-Day War, a short embargo was tried. Both attempts were ineffective
overall. In 1973 most OPEC members were in favor of using the Oil weapon a third
time, however, Saudi Arabia was still the strongest supporter of separating oil
from politics. The Saudis were wary of the tactic due to the availability of oil from
non-Arab oil-producing countries in the past.  The most vocal supporters of using the oil
weapon were Iraq as well as Algeria and Libya.
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And so, there was an attempt to avoid the use of the weapon by the Saudis: On
17–19 October 1973, the Saudi Foreign Minister, Omar Saqqaf, visited Washington
together with the foreign ministers of Algeria, Kuwait, and Morocco. They tried to warn
of the coming oil embargo. Saqqaf met with Nixon who promised him that the United
States put an end to the war in a "peaceful, just and honorable" way for both sides.
However, King Faisal then learned that Nixon decided to send $2.2 billion worth of
arms to Israel (instead of the previous amount of $850 million). This enraged the king,
and so the last Arab country that opposed the use of the “Oil weapon” decided to use it.

During the fourth week of the Yom Kippur war, after the Nixon administration
rearmed the Israeli army with Project Nickel Grass, the Arab oil nations announced an
embargo on the United States as well as Israel’s European allies. General supply cuts
and a 70 percent increase in Persian Gulf oil’s posted price: from $3.01 to $5.11 per
barrel. It only got worse from that point, The rest of OPEC immediately followed suit and
increased prices. This was the first time OPEC nations set a fixed oil price, a trick first
used by western companies in the past.

On December 24, 1973, OPEC members met again in Iran and decided to raise the
price again to 11.65$ per barrel.  In a show of solidarity, the Shah of Iran justified the
price hikes, stating that  “It [was] only equitable and just that the oil producing countries”
had ended the era in which the industrial powers were “able to buy oil at ridiculously low
prices”. Despite being supported by the west, the Saha sided with the other
members of OPEC. He did so to grab a share of Arab markets and Improve the
economic situation of Iran, he also believed the west was deliberately using Arab
nations to make easy money by selling them goods at high prices. In that sense the
Shah was in the middle of things: Supporting his fellow members of OPEC in this matter
as some sort of revenge, while still being supported by the west.

The Seven Sisters

“In all its astonishing history, oil has consistently flowed into the hands of a
monopoly or cartel. As the companies move from confrontation to collusion with
the producing countries, the consumer stands helpless”-Anthony Sampson.

"Seven Sisters" was a common nickname for the seven transitional oil companies who
dominated the oil industry from the 1940s until 1973.

Before the oil crisis in 1973, the "Seven Sisters" controlled approximately 85% of
the world's oil production. The companies held almost all the rights to the oil in the
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territories of modern Iran, Iraq, Saudi Arabia, and the Gulf. The group jointly owned oil
companies (such as the Iraqi Oil Company), that group would legally “tie their hands” of
the native oil industries, facilitate cooperation, and prevent fraud between one another.
They sought to limit the supply of oil by controlling the speed of development of
the oil fields.

From the years 1920-1940, the countries controlling the companies had an agreement
not to produce oil in the Middle East unless it was in coordination with each other.The
discovery of massive oil fields in Saudi Arabia became a threat to the "Seven
sisters" cartel. They were afraid because the oil fields were going to be controlled by
two companies, which could undermine the existing supply management plans.

However, soon control of Saudi oil production eventually became joint control of the
Seven Sisters, making it easier to maintain coordination between the countries.

The seven sisters faced two main problems. The first revolved around coordinating the
activities of the companies so that oil prices are kept high. The second revolved around
cooperation with the governments of the territories containing the oil reserves: the
companies sought to minimize the taxes and royalties paid to the governments. In
terms of dealing with host governments, the Seven Sisters benefited from the
willingness of the British and American governments to pressure and coerce the
host governments. Oil companies also slowed production when taxes and royalties
were increased by one host government while increasing production in other territories
with lower taxes and royalties, thus pressuring the host governments to keep taxes
and royalties low.

Host governments faced several obstacles in terms of nationalizing oil production: First,
several oil-producing countries lacked independence and were ruled by empires.
Second, a number of oil-producing countries lacked the expertise to operate oil
production and needed access to markets in North America and Europe.

In 1951, Iran nationalized its oil industry, which was previously controlled by the
Anglo-Iranian Oil Company. In an effort to return Iranian oil production to international
markets, the US State Department has proposed establishing a consortium of major
oil companies

In 1959, the Seven Sisters reduced the price of oil for Venezuelan and Middle Eastern
producers, infuriating oil-producing governments. This caused oil-producing
governments to take the first steps in establishing OPEC. The Seven Sisters threatened
the founders of OPEC, stating the founders would lose market access if they
continued with their plans.
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Being politically influential, and able to negotiate as a cartel, the Seven Sisters were
initially able to exert considerable power over Third World oil producers. Despite
their market power, the seven sisters maintained price stability at moderate levels. This
was done in order to avoid incentivizing governments in both consumer and producer
countries to impose regulations on the oil industry

Until 1973 Europe imported most of the oil from OPEC countries members such as
Saudi Arabia, Iran, Qatar, Kuwait, Algeria, Libya, Nigeria, Venezuela, United Arab
Emirates, and Indonesia.

In the end when looking at the seven sisters and OPEC, one must remember that:

The supply of oil to the European markets was regular, cheap, and plentiful. In the
period before the war, there were signs of an approaching crisis that resulted from
internal struggles between the oil-producing countries to the Western oil companies.

The tension between the Arab countries and the Western countries in these years
resulted in Arab countries that control the sources of oil, using this “weapon”. However,
there was a dispute between them and the oil producers. Some of them, like Iran for
example, just started developing their oil production capacity and wanted to produce
more and more to continue developing their economy. On the other hand, the old
suppliers like Saudi Arabia and Libya wanted to slow down the pace in order to raise the
price of oil.
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The Crisis and Cabinets

Firstly, If this is your first crisis and you are unsure of how this committee works - fear
not, we have made a Crisis Guide, in this guide we tried to explain everything the
starting crisis delegate needs to know. If you have further questions, please contact the
crisis team.

Other than that, a few notes:

No event which transpired in real life after October 1973 may be referred to during
the debate or the discussions and will be seen in this committee as irrelevant.

The Start date of the crisis: October 25th, 1973. Time will move at a rate of a few
weeks/months every session, this could change at any point, and as things go along
you should expect the pace to change.

At least at the start of the crisis, we intend to use the Rules of Procedure- make sure to
familiarize yourself with the ROP and come ready with a 1-minute opening speech
explaining your motivation as a character. In case things get hectic, we may choose to
stop using the ROP at any point during the conference.

As you are representing a character and not a country, saying “I” is fully allowed at
all times. Of course, there is no need for a position paper before the crisis or a
resolution at the end of it.

For this crisis, we will be using the Master of Disaster site (Mod for short) a guide on
how to use the site can be found in the previously mentioned Crisis Guide.
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The Middle East in 1973:

Cabinets*

DNCC- Democratic nations cooperation cabinet
Represented by this flag:

21



Arab Nations League Cabinet
Represented by the OPEC flag:

*The Oil Crisis had many aspects to it, therefore these two cabinets involve heads of
state, ministers, generals, and businessmen. We thought this will be the best way to
show off the different aspects of the crisis. This goes without saying: while some of the
people here worked together to tackle the crisis in their own country, these “Cabinets”
were never a real body - they were made for the sake of this MUN crisis.

What are you fighting for?

The Arab Nations League Cabinet needs to make sure all OPEC nations stay united
in their struggle against Israel and the west, Use the Oil weapon effectively and make
sure the western world doesn't find new ways to get oil without OPEC. If successful,
causing international support for Israel to fall, the Arab cabinet may even try to get Israel
to return the lands it gained during the Six Day War.

Meanwhile, the Democratic Nations Cooperation Cabinet must survive the storm
intact, find some solution (whether peaceful or not) to the ongoing economic offensive,
and make sure the Arab world will not be able to use the “Oil Weapon” again. Whether
or not the western world gives in to Arab demands about Israel may play a crucial role
in what ends up happening…
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Disclaimer: This is a work of fiction. Some Names, characters, businesses,
events, and incidents may be products of the author's imagination. After the start
of the crisis, Any resemblance to actual persons, living or dead, or actual events
is purely coincidental. The purpose of this fiction is educational in nature: to help
conduct a Model United Nations crisis simulation, where delegates are exposed
to a realistic diplomatic, militaristic, and economic crisis with an expectation set
for solving them.

Name Role Cabinet

Richard Nixon
President of the United

States
DNCC Cabinet

Henry Kissinger US secretary of state DNCC Cabinet

Edward Heath
Prime Minister of the United

Kingdom
DNCC Cabinet

Georges Pompidou Président of France DNCC Cabinet

Golda Meir Prime Minister of Israel DNCC Cabinet

Abba Eban Foreign Minister of Israel DNCC Cabinet

Mohammad Reza Pahlavi Shah of Iran DNCC Cabinet

Bob Dorsey Chairman of “Gulf Oil” DNCC Cabinet

Ruhollah Khomeini
Iranian political and religious

leader
Arab Nations League Cabinet

King Faisal bin Abdulaziz Al
Saud

King of Suadi Arabia Arab Nations League Cabinet

Ahmed Hassan al-Bakr Prime Minister of Iraq Arab Nations League Cabinet

Hussein I King of Jordan Arab Nations League Cabinet

Anwar al-Sadat President of Egypt Arab Nations League Cabinet

Hafiz al Assad President of Syria Arab Nations League Cabinet

Dr. Abderrahman Khène Secretary General of  OPEC Arab Nations League Cabinet

Ahmed Zaki Yamani

Minister of Petroleum and
Mineral Resources. Suadi

Arabia.

Arab Nations League Cabinet
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This list is subject to change until the start of the conference.

In the name of the Crisis team, I thank you for reading this study guide. I hope you will
all enjoy this crisis we worked so hard to create!
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