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ABSTRACT
This issue is growing concern for many as energy; especially oil is almost a necessity for most economies around the world. The increasing prices quoted by Energy providing firms can have many implications for the importing countries. This background paper will discuss the impact and magnitude of the change in price for energy on countries around the globe. It will also discuss whether or not the inflation of energy prices is beneficial and the reason for this price change.

DESCRIPTION AND DEFINITION OF THE ISSUE
The major oil producing firms in oil rich countries have drastically increased the prices of their goods and services. The expense of purchasing oil has been increasing steadily for the last couple of years and importing costs have continually been on the rise too. However, an increase of a large magnitude was not expected in the short run. The rising costs of purchasing oil is turning out to be a large burden for developing oil importing nations and according to Bloomberg has posed threat to drive as many as millions of people to poverty. (Oil Price Controls Are Advocated by UN in Proposal for G-20, OPEC Accord) Large proportions of budgets are now being spent on oil and therefore it is crucial to subdue the rapid increase in the prices.



GLOSSARY OF THE ISSUE
OPEC (Organization of the Petroleum Exporting Countries): is an oil cartel whose mission is to coordinate the policies of the oil-producing countries. The goal is to secure a steady income to the member states and to secure supply of oil to the consumers. It is currently trying to control the price fluctuations of Oil and keep in within a suitable target.

China:is a country in the continent of Asia that is victim of the volatile energy prices as it has significant oil imports. The price fluctuations have put China in danger of inflating its currency, as demand for energy has risen by 12 % since January 2013 despite the sky-high prices says abcNEWS. (Oil Back Above $100 on China Data, OPEC Outlook)

Big Six (British Gas, SSE, E.ON, EDF, npower, and Scottish Power): the biggest energy-producing firms that have “overcharged” consumers deliberately to boost their profits (DailyMail, Big Six energy firms 'deliberately inflated' price paid for electricity from their own power stations)

Middle East:the oil exporting countries in the Middle East are contributors to the rapid increases in energy prices over the last year. The unrest or better-known “Arab Spring” caused great uncertainty whether these countries would be able to keep their oil supplies. This posed a threat to some on their largest importers, as oil is non-renewable, essential energy source, which lead to rocketing demands of oil.

[bookmark: _GoBack]The Liberal Democrats:a socially liberal political party in the United Kingdom, supporting constitutional and electoral reform,progressive taxation,environmentalism, human rights laws, banking reform and civil liberties. They have suggested building a large network of electricity interconnectors across Europe, allowing vast amounts of energy to be moved between countries that can potentially drive down electricity bills by 10 percent. (Express, Energy companies 'deliberately inflated prices')
History of the Issue 
	1960. The Start: “OPEC is an intergovernmental organization that was created at the Baghdad Conference” (OPEC). It was made as an oil cartel whose mission is to coordinate the policies of the oil-producing countries. The goal is to secure a steady income to the member states and to secure supply of oil to the consumers.
	1988-1989. Lower Oil Demand: “ Lower demand for oil saw the price of oil fall back to 1986 levels”  (Opec.org). With less oil demand the prices were not as high as they are today or as they were before the financial crisis.
	2000. Success: “A combination of factors pushed up oil prices even as supply remained high” (OPEC). The oil prices went up and remained high for about eight years.
	 2008. Massive Increase: Oil prices reached record-breaking heights. The prices reached its highest in a long time after the financial crisis until it later started showing results to the effect.
	2007. Major Fall: The financial crisis was finally having a major effect, it was after 2007 but the actual crisis was in 2007. The prices significantly decreased as a result to the financial crisis.
Current Status
The oil demand is currently stronger than the previous year of 2013 (Financial Post). The oil demand seems to be rising more and more throughout this year. “The Organization of the Petroleum Exporting Countries, in a monthly report, said global demand will rise by 1.09 million barrels per day (bpd) this year, up about 40,000 bpd from its previous forecast. The group, which pumps a third of the world’s oil, also sees potential for further rises” (Financial Post). “Given the improvement in OECD oil demand, the likelihood for upward adjustments for world oil demand growth in 2014 is currently higher than existing projections,” said the report by economists at OPEC’s Vienna headquarters. A stronger demand in Europe in the United States can be seen as well. “OPEC sees a contraction in European demand – in the doldrums for years due to recession – easing in 2014, and said preliminary figures for December 2013 and January 2014 indicated strong demand in top consumer the United States” (Financial Post). The demand for this has been increasing and the current status is a positive one.

What is it right now: “Vienna, 14 Feb. 2014--The price of OPEC basket of twelve crudes stood at 105.27 dollars a barrel on Thursday, compared with $105.46 the previous day, according to OPEC Secretariat calculations” (Opec.org). 


CONCLUSION
Energy producing firms/countries need to cut down the prices of energy as it is having adverse effects on many countries that rely on energy imports to run their economies. Energy makes up a large proportion of budgeted spending in most nations and therefore charging unfair, high prices just to boost profits can be damaging. However, firms are not as transparent as expected to deserve the accusation of massaging their costs and therefore their prices. 
OPEC must enforce strict price brackets for its member countries as a means of protection for the countries that are importing their goods. 
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