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1. Letter from SG 

Most esteemed participants, 

 

It it my utmost pleasure to welcome everbody to MUNAAKAL'23,the exact organization that 

will give you a hand for you to Witness The Quality. 

 

As it is known very well,MUNAAKAL is the legacy of contributive vision,diligent 

efforts,testing the limits and actualizing the quality.Under this phrase,as your secretary-

general,I invite every atendee of ours to understand the nature of MUNs,develop yourselves 

in various fields,study in accordance with the goal of your committee,execute your 

task,socialize,meet new people,and lastly,enjoy our conference. 

 

Keeping my statements short,I thank to every each person who has positively affected to 

MUNAAKAL'23,the great legacy,without mattering how much they contribute or when they 

did. 

 

Hope to see everybody present and having a good process of 4 great days. 

 

With my regards, 

Eren EROĞULLARI 

Secretary-General of MUNAAKAL’23 
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Letter from DSG 

Most Distinguished Participants, 

 

It is my absolute honor and pleasure to be serving as the Deputy-Secretary-General of 

MUNAAKAL’23 and I welcome you all to our conference.  

 

One of our biggest goals is to provide an awesome experience to the Antalya MUN society 

by holding the conference in the best possible way and giving you the chance to Witness The 

Quality.  

 

As your Deputy-Secretary-General, I highly encourage each of you to read your committee’s 

study guide advertently, do extra research, and try to do your best. But at the same time do 

not forget to meet new people, socialize and enjoy the conference.  

 

In addition, I want to express my gratitude towards my most distinguished Secretary-General 

Eren Eroğulları for giving me this marvelous chance to attend as a Deputy-Secretary-General 

of this conference and guiding me tirelessly on everything I need to know about the executive 

process. I would also like to thank my academic and organizational team for all of their 

efforts and every person who has contributed to the conference.  

 

If you have any questions regarding the conference or the committees please do not hesitate 

to contact us.  

 

Kindest Regards, 

Gülşah Dirlik 
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2. Letter from Under Secretary General 

 Dear participants of MUNAAKAL’23, 

It is my immense pleasure to welcome you all to the MUNAAKAL’23 as an Under Secretary 

General for the second time of my MUN Journey. I have been waiting for this moment in 

order to serve my best.  

 

Let me introduce myself, I am Doğa İNCE and I am studying Economics and Finance at 

Bahcesehir University with full-scholarship as a freshmen. I would like to thank my dear SG, 

Mr Eren Eroğulları and my dear DSG, Mrs Gülşah Dirlik for the invitation to this 

magnificent conference. I accepted the invitation without a hesitation. I also thank my 

Academic Assistant, Kenan Özçakır, for his efforts. He did an amazing job for the committee. 

 

My dear delegates, 

If you have any questions please do not hesitate to ask and reach us.  

dogaincexd@hotmail.com 

Kindest Regards, 

Doğa İNCE 

Under Secretary General responsible from OECD, 

3. Our Vision About OECD  

Economics can be confusing for many people, and committees that deal with economic issues 

are often perceived as complex by delegates. However, economics is an important subject 

that can help improve society and living conditions. As your USG and Academic Assistant, 

we understand that delegates may not have a strong interest in economic committees. 

However, we are committed to doing our best to teach economics and related concepts, as 

well as how they can be applied in real-life situations, in order to help make the OECD 

committee experience more engaging and meaningful. 

 

As the USG and Academic Assistant, our goal is to help you understand economics and its 

perspective. We recognize that economics can be seen as a difficult subject and that delegates 

may not always be interested in economic committees. However, we are committed to doing 

our best to help you understand economics and its ways of thinking, and we believe that this 

OECD experience will help you gain a better understanding of how economics can be applied 

to real-life situations. Whether it's in relationships or solving the Gas Crisis, economics plays 

a role in many aspects of our lives, and this experience can help you determine if it's a field 

that interests you. In the Turkish education system, it can be challenging to figure out our 
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professional interests and passions. We hope that this OECD 

experience will help you in your self-actualization process and give you a better 

understanding of whether economics is a field that you might be interested in pursuing. 

 

 

4. Introduction to Committee 

The Organisation for Economic Co-operation and Development (OECD) is an international 

organization that brings together countries committed to democracy and the market economy 

to support sustainable economic growth, boost employment, raise living standards, and 

maintain financial stability. Founded in 1961, the OECD is headquartered in Paris, France, 

and currently has 37 member countries. 

 

Some of the key areas that the OECD focuses on include economic growth, employment, 

trade, education, health, and the environment. It also plays a role in promoting good 

governance, transparency, and integrity in the public and private sectors. 

  

The Organisation for Economic Co-operation and Development (OECD) is an international 

organization that works to promote policies that will improve the economic and social well-

being of people around the world. It does this by collecting and analyzing data, providing a 

forum for governments to discuss and coordinate their policies, and working with other 

international organizations to address global challenges. 

 Some of the things that the OECD can do include:  

● Collect and analyze data: The OECD collects and analyzes a wide range of economic, 

social, and environmental data from its member countries and other countries around 

the world. This data is used to inform policy decisions and help governments identify 

trends and patterns. 

  

● Provide a forum for policy discussion and coordination: The OECD provides a forum 

for governments to discuss and coordinate their policies on a wide range of issues, 

including economic growth, employment, trade, education, health, and the 

environment. 
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● Work with other international organizations: The OECD 

works with other international organizations, such as the United Nations and the 

World Bank, to address global challenges and promote cooperation on issues of 

mutual concern. 

  

Some of the things that the OECD cannot do include: 

● Enforce policy decisions: The OECD does not have the authority to enforce policy 

decisions or force member countries to adopt certain policies. Instead, it works to 

provide recommendations and guidance to member countries and other stakeholders. 

  

● Set binding rules or regulations: The OECD does not have the power to set binding 

rules or regulations for member countries or other stakeholders. Instead, it works to 

develop voluntary standards and guidelines that member countries can choose to 

adopt if they wish. 

  

● Intervene in the domestic affairs of member countries: The OECD does not have the 

authority to intervene in the domestic affairs of its member countries. Its role is to 

provide policy recommendations and guidance, not to dictate the policies of 

individual countries. 

 

5. A Quick Introduction to Economics and Economic Concepts Related to Agenda Item 

(ECON 101) 

       5.1 Economics and an example of how we use economics in our real-life 

problems. 

Economics is a social science that investigates how people and societies make choices about 

the allocation of their limited resources, such as money and time. It also examines the 

production, distribution, and consumption of goods and services. Understanding economics is 

important because it helps us make informed decisions about how to best use our resources, 

as well as understand and analyze issues like employment, inflation, and economic growth 

and how they might affect our personal and professional lives. Additionally, economics helps 

policymakers and governments determine how to allocate resources and address economic 

problems, and it can be used to evaluate the impact of different economic policies on 

different groups in society. Ultimately, economics plays a crucial role in understanding and 

navigating the economic systems that shape our world. 

 

As we mentioned above, economics is the science that studies how people and societies make 
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decisions that allow them to get the most out of their limited 

resources, and because every country, every business, and every person has to deal with 

constraints, economics is literally everywhere. Right now, you have many options for how to 

use your time, such as exercising, watching a movie, or talking with a friend. You should 

only be reading this study guide if it is the most effective use of your time. Similarly, you 

should hope that the effort put into creating this study guide has been used in the most 

beneficial way, and that every tax dollar your government spends is used in the best possible 

way. 

We refer to that limitation which our resources have as scarcity. In economic terms, scarcity 

refers to the limited availability of resources relative to the unlimited wants and needs of 

people. It is a fundamental concept in economics that shapes the way people make choices 

and decisions.Scarcity is the fundamental and unavoidable phenomenon that creates a need 

for the science of economics: There isn’t nearly enough time or stuff to satisfy all desires, so 

people have to make hard choices about what to produce and consume so that if they can’t 

have everything, they at least have the best that was possible under the circumstances. 

Because resources are limited, people must make choices about how to use them. For 

example, an individual may have to decide between spending their money on a new car or 

saving it for a rainy day. A business may have to choose between investing in new equipment 

or hiring more employees. A government may have to decide how to allocate its budget 

among different programs and services. 

Scarcity forces people to prioritize their needs and wants and to make trade-offs. It also 

drives economic activity, as people and businesses work to satisfy their needs and wants in 

the most efficient and effective way possible. 

Overall, scarcity is an important concept in economics that helps us understand how people 

and societies make decisions about how to use their limited resources to achieve their goals. 

Economics gets to the heart of these issues, analyzing the behavior of individuals and firms, 

as well as social and political institutions, to see how well they convert humanity’s limited 

resources into the goods and services that best satisfy human wants and desires. 

Importance of economics can not be denied. Almost every significant issue that the world is 

currently facing, such as global warming, poverty around the world, and the conflicts in 

Syria, Afghanistan, and Somalia, has an economic component. It has a huge impact on our 

society and quality of life. Because management of limited resources is vital for our quality 

of life, economics is not only a science it is also a philosophy when it comes to our choice 

about life. 

Real-Life Examples and Applications about Economics and Our Choices  

These examples will help you to understand the economy's impacts in our life. Because of the 

current situation in Turkey we all understand the fact that the economy has a vital impact in 

our lives -thanks to a perfect economist- but, we would like to give other examples related to 

economics-real life relationship in order to make you excited. 
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Example 1:  One economic concept that can be illustrated through 

the context of a man-woman relationship is opportunity cost. Opportunity cost refers to the 

value of the next best alternative that must be given up in order to pursue a certain action or 

decision. 

Imagine that a man and a woman are in a committed relationship and are trying to decide 

how to allocate their time and resources. The man enjoys playing sports and the woman 

enjoys reading. They both have limited free time and can only choose to pursue one activity 

at a time. 

If the man decides to play sports with his friends, the opportunity cost is the time and energy 

he could have spent reading with his girlfriend. On the other hand, if the woman decides to 

read by herself, the opportunity cost is the time and energy she could have spent playing 

sports with her boyfriend. 

In this scenario, both the man and the woman must weigh the potential benefits and costs of 

each activity and decide which one represents the best use of their time and resources. This 

decision-making process is an example of how the concept of opportunity cost is applied in 

everyday life. 

It's also important to note that opportunity cost is not just about time and energy, but also 

about the potential benefits and opportunities that are given up when a decision is made. For 

example, if the man and the woman decide to spend their free time together, the opportunity 

cost could include the enjoyment and satisfaction they could have gained from pursuing their 

individual interests alone. 

 

 

Example 2:  

Emirhan is a 19-year-old economics student who values being virtuous and respectful to 

others. He believes in being mature and making sacrifices in order to find inner peace, and 

thinks that bad times can be used to become stronger through the right observations and 

deductions. Zeynep is a 19-year-old medicine student who prioritizes being happy and doesn't 

have time to think about inner demons. Emirhan and Zeynep are in a committed relationship 

and have been together for about 1.5 years, but their relationship has been experiencing a lot 

of fights and toxicity. Despite this, they still love each other. However, Emirhan decides to 

break up with  because he believes he is not good for her and wants her to be happy, while 

Zeynep wants Emirhan to stay in her life no matter what. Emirhan still loves Zeynep like 

Romeo, but believes that if he can't make her happy, she deserves someone better. Despite the 

intense fights and growing tension in their relationship, Emirhan and Zeynep still love each 

other. 

One economic concept that is illustrated in this story is scarcity, which refers to the limited 

availability of resources relative to the unlimited wants and needs of people. In this case, the 

limited resource is time, and both Emirhan and Zeynep have to make choices about how to 

allocate their time and energy between their studies, their relationship, and other activities. 



 

10 

Their different priorities and approaches to relationships and 

break-ups reflect their different ways of making these choices and dealing with the limited 

availability of time. 

Another economic concept illustrated in the story is marginal utility, which refers to the 

additional satisfaction or benefit that a person derives from consuming one more unit of a 

good or service. In this case, the goods or services in question are Emirhan and Zeynep's time 

and attention. Emirhan values being virtuous and finding inner peace, and therefore derives a 

higher marginal utility from activities that align with these values, such as studying 

economics and maintaining respectful relationships. Zeynep, on the other hand, values being 

happy and derives a higher marginal utility from activities that bring her joy, such as 

spending time with Emirhan. 

Finally, the story illustrates the impact of economic thought on real life choices. Emirhan’s 

decision to break up with Zeynep is influenced by his economic philosophy of sacrificing 

happiness in order to find inner peace, while Zeynep's reaction to the break-up is influenced 

by her economic philosophy of prioritising happiness. These different approaches to 

relationships and break-ups reflect the different economic principles and values that guide 

Emirhan and Zeynep's decision-making. 

 

 

 

 5.2 Inflation 

Inflation is an economic concept that refers to the overall level of prices for goods and 

services in an economy. It is typically measured as the percentage change in the consumer 

price index (CPI) over a certain period of time, such as a month or a year. Inflation occurs 

when the general level of prices for goods and services is rising, and subsequently, 

purchasing power is falling. Central banks attempt to limit inflation, and avoid deflation, in 

order to keep the economy running smoothly. 

Inflation can have a number of economic impacts on individuals and society as a whole. It 

can reduce the purchasing power of money, meaning that the same amount of money will be 

able to buy fewer goods and services as prices rise. This can lead to an increase in the cost of 

living for people, as they need to spend more money to buy the same goods and services. 

Inflation can also lead to uncertainty, as people may not know how much prices will rise in 

the future, making it harder for them to make long-term financial plans. 

Inflation can also have impacts on businesses and the overall economy. Higher prices can 

lead to increased costs for businesses, which may be passed on to consumers in the form of 

higher prices for goods and services. This can lead to a cycle of rising prices, as businesses 

increase their prices in response to rising costs, which can further fuel inflation. If inflation 

becomes too high, it can lead to economic instability and harm economic growth. 
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In order to manage inflation, central banks often use monetary 

policy tools, such as adjusting interest rates, to try to control the supply of money in the 

economy and keep inflation in check. Central banks generally aim to maintain a moderate 

level of inflation, as too low of an inflation rate can lead to deflation, which can be harmful to 

the economy. 

 

What Causes Inflation? 

 

There are several factors that can contribute to inflation in an economy. Some common 

causes of inflation include: 

  

1. Demand-pull inflation: This occurs when the demand for goods and services outstrips 

the supply, leading to an increase in prices. This can be caused by factors such as 

strong economic growth, an increase in consumer spending, or a decrease in the 

supply of goods and services. 

2. Cost-push inflation: This occurs when the cost of production increases, leading 

businesses to pass on the higher costs to consumers in the form of higher prices. This 

can be caused by factors such as rising raw materials costs, increased wages, or a 

decrease in productivity.  

3. Monetary inflation: This occurs when there is an increase in the supply of money in 

the economy, leading to a decrease in the value of money and an increase in prices. 

This can be caused by central banks increasing the money supply or lowering interest 

rates.  

4. Expectations of inflation: If people expect prices to rise in the future, they may be 

more willing to spend money now, leading to an increase in demand and, 

subsequently, an increase in prices. This can become a self-fulfilling cycle, as rising 

prices can lead to further expectations of inflation. 

  

There are also other factors that can contribute to inflation, such as changes in taxes, trade 

policies, and natural disasters that disrupt the supply of goods and services. 

 

Demand-Pull Inflation 

Demand-pull inflation is a type of inflation that occurs when the demand for goods and 

services in an economy outstrips the available supply, leading to an increase in prices. This 

can be caused by a variety of factors, including: 
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1. Strong economic growth: When an economy is growing 

rapidly, there may be increased demand for goods and services, leading to higher 

prices as businesses try to meet the increased demand. 

  

2. Increased consumer spending: If consumers have more disposable income and are 

willing to spend it, this can lead to an increase in demand for goods and services, 

which can drive up prices. 

  

3. Decreased supply of goods and services: If there is a decrease in the availability of 

goods and services, such as due to a natural disaster or a decline in production, this 

can lead to an increase in prices as businesses try to meet the remaining demand. 

 

Here is an example of demand-pull inflation: 

Suppose a country's economy is experiencing strong growth, with high levels of employment 

and rising incomes. As people have more disposable income, they may choose to spend more 

on goods and services. This increased demand for goods and services may lead businesses to 

increase their prices in order to meet this demand. This can lead to demand-pull inflation, as 

the higher prices are passed on to consumers.  

Another example of demand-pull inflation could be an increase in government spending. If 

the government increases its spending on goods and services, this can lead to higher demand 

for these goods and services. In order to meet this demand, businesses may choose to increase 

their prices. This can lead to demand-pull inflation, as the higher prices are passed on to 

consumers. 

Demand-pull inflation can also be fueled by expectations of inflation, as people may be more 

willing to spend money now if they expect prices to rise in the future. This can create a self-

fulfilling cycle, as rising prices lead to further expectations of inflation. 

Central banks often try to manage demand-pull inflation by using monetary policy tools, such 

as adjusting interest rates, to try to control the money supply and demand in the economy. If 

demand-pull inflation becomes too high, it can lead to economic instability and harm 

economic growth. 

 

Cost-Push Inflation 

Cost-push inflation is a type of inflation that occurs when the cost of production increases, 

leading businesses to pass on the higher costs to consumers in the form of higher prices. 

Some common causes of cost-push inflation include: 
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1. Rising raw materials costs: If the cost of raw materials such as oil, metals, or 

agricultural products increases, businesses may have to pay more to produce their 

goods, leading them to pass on the higher costs to consumers in the form of higher 

prices. 

 

2. Increased wages: If wages increase, businesses may have to pay their workers more, 

leading to higher production costs. To cover these higher costs, businesses may 

increase their prices. 

  

3. Decreased productivity: If businesses become less efficient or productive, it may take 

them longer to produce goods, leading to higher production costs. To cover these 

higher costs, businesses may increase their prices. 

 

4. Increased taxes: If governments increase taxes on businesses, this can lead to higher 

production costs, which may be passed on to consumers in the form of higher prices. 

  

Here is an example of cost-push inflation: 

Suppose a country relies heavily on imported oil to fuel its transportation and industrial 

sectors. If the price of oil increases significantly, this will lead to higher costs for businesses 

that use oil as an input. In order to maintain their profit margins, these businesses may decide 

to increase the prices of their goods and services. This can lead to cost-push inflation, as the 

higher prices of goods and services are passed on to consumers. 

Another example of cost-push inflation could be an increase in the minimum wage. If the 

minimum wage is increased, this will lead to higher labor costs for businesses. In order to 

compensate for these higher costs, businesses may choose to increase the prices of their 

goods and services. This can lead to cost-push inflation, as the higher prices are passed on to 

consumers. 

It's important to note that cost-push inflation is typically less common than demand-pull 

inflation, which is caused by an increase in demand for goods and services. However, both 

types of inflation can have significant impacts on the economy and can be difficult to control. 

 

Monetary Inflation 

 

Monetary inflation is a type of inflation that is caused by an increase in the money supply. 
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When there is more money in circulation, the value of each 

individual unit of currency decreases, leading to higher prices for goods and services. 

There are several ways in which the money supply can increase, including: 

1. Central bank expansion: Central banks, such as the Federal Reserve in the United 

States, can increase the money supply by purchasing securities or by lending money 

to banks. This increases the amount of money available in the economy, leading to 

monetary inflation. 

 

2. Banking system expansion: The banking system can also contribute to monetary 

inflation by creating new loans. When banks make loans, they create new deposits for 

borrowers, increasing the money supply. 

 

3. Government deficit spending: Governments can contribute to monetary inflation by 

spending more money than they take in through tax revenue. This can lead to the 

creation of new money to finance the deficit, increasing the money supply. 

Monetary inflation can be difficult to control, as it is often driven by complex interactions 

between the central bank, the banking system, and the government. 

Here is an example of monetary inflation: 

Suppose a central bank decides to increase the money supply in order to stimulate economic 

growth. The central bank may do this by purchasing government bonds or other securities, 

which increases the amount of money in circulation. As people and businesses have more 

money to spend, they may choose to spend more on goods and services. This increased 

demand for goods and services may lead businesses to increase their prices in order to meet 

this demand. This can lead to monetary inflation, as the higher prices are passed on to 

consumers.  

Another example of monetary inflation could be a government printing more money. If the 

government increases the money supply by printing more money, this can lead to an increase 

in demand for goods and services. In order to meet this demand, businesses may choose to 

increase their prices. This can lead to monetary inflation, as the higher prices are passed on to 

consumers. 

It's important to note that monetary inflation is typically easier to control than other types of 

inflation, as the central bank has the ability to adjust the money supply in order to manage 

inflationary pressures. However, if monetary inflation is not properly managed, it can lead to 

significant economic instability and can be difficult to reverse. 
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Expectation of Inflation 

 

Expectations of inflation refer to the anticipated rate of increase in prices for goods and 

services in the future. These expectations can influence economic behavior, as people and 

businesses may make decisions based on their expectations of future price levels. 

  

Expectations of inflation can be formed based on past experiences with inflation, economic 

indicators, and the actions of policymakers. For example, if a country has a history of high 

inflation, people and businesses may anticipate that prices will continue to rise in the future, 

leading them to adjust their behavior accordingly. Similarly, if economic indicators such as 

employment and GDP growth are strong, people and businesses may expect prices to rise as 

demand for goods and services increases. 

Expectations of inflation can also be influenced by the actions of policymakers, such as 

central banks. If central banks signal that they will take action to maintain price stability, this 

can lead people and businesses to expect lower levels of inflation in the future. Conversely, if 

central banks signal that they will allow inflation to increase, this can lead to higher 

expectations of inflation. 

Expectations of inflation can have significant impacts on the economy. If people and 

businesses expect high levels of inflation in the future, they may be more likely to make 

decisions that reflect this expectation, such as demanding higher wages or increasing prices 

for their goods and services. This can create a self-fulfilling cycle, as rising expectations of 

inflation lead to actual increases in prices. On the other hand, if people and businesses expect 

low levels of inflation, they may be more willing to make long-term investments, which can 

support economic growth. 

 

Here is an example of expectations of inflation: 

Suppose that people and businesses expect future inflation to be high. In this case, they may 

choose to spend more money now rather than waiting, as they expect that the purchasing 

power of their money will decrease in the future due to high levels of inflation. This 

increased demand for goods and services may lead businesses to increase their prices in order 

to meet this demand. This can lead to expectations of inflation becoming a self-fulfilling 

prophecy, as the higher prices are passed on to consumers and contribute to actual inflation.  

On the other hand, if people and businesses expect future inflation to be low, they may 

choose to save more money or invest in assets that are expected to hold their value over time. 

This reduced demand for goods and services may lead businesses to decrease their prices in 

order to attract customers. This can lead to expectations of low inflation becoming a self-

fulfilling prophecy, as the lower prices contribute to actual low inflation. 

 It's important to note that expectations of inflation can be influenced by a variety of factors, 

including the actions of central banks, government policies, and economic conditions. These 
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expectations can have significant impacts on the economy, and it 

is important for policymakers and businesses to consider the role of expectations of inflation 

in their decision-making. 

 

5.3 Supply and Demand: Why Energy Prices Are Rising? (with an economic 

interpretation) 

 Demand 

Demand refers to the amount of a product or service that consumers are willing and able to 

purchase at a given price. The demand for a product is influenced by the needs, wants, and 

preferences of consumers, as well as by their income and the prices of other products or 

services. The law of demand states that, as the price of a product increases, the quantity of the 

product demanded by consumers will generally decrease, and as the price decreases, the 

quantity demanded will generally increase.  

 
 

This relationship between price and quantity demanded is represented by a demand curve, 

which shows the relationship between price and the quantity of a product or service that is 

demanded at different price points. The demand for a product can be affected by various 

factors, such as consumer income, consumer preferences, and the overall economic climate, 

which can cause shifts in the demand curve and changes in the quantity of a product or 

service that is being demanded at a given price. 

 

 Supply 

In economics, the term "supply" refers to the quantity of a good or service that is available for 

sale at a particular price at a given time. The supply of a good or service is typically 

determined by the willingness and ability of producers to offer it for sale, as well as by the 

resources (such as raw materials, labor, and capital) that are available to produce it. 
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The law of supply states that, in general, the quantity of a good or 

service that is supplied will increase as the price of that good or service rises and will 

decrease as the price falls. This relationship between price and quantity supplied is known as 

the supply curve, which is typically depicted as a graph with price on the vertical axis and 

quantity on the horizontal axis. The supply curve shows the relationship between the price of 

a good or service and the quantity of that good or service that is supplied at different price 

points. 

 
 

Factors that can affect the supply of a good or service include the cost of production, the 

availability of raw materials and other resources, the level of technological advancement, and 

the level of government regulation. Changes in any of these factors can cause shifts in the 

supply curve, which can result in changes in the quantity of a good or service that is being 

supplied at a given price. 

The Relationship Between Supply and Demand 

 

The relationship between supply and demand is a fundamental concept in economics that 

describes the interaction between the quantity of a good or service that is available for sale 

and the quantity of that good or service that consumers are willing and able to buy. The 

relationship between supply and demand determines the price of a good or service, with an 

increase in demand typically leading to a higher price and an increase in supply leading to a 

lower price. 
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The law of supply and demand is a basic principle in economics 

that explains the relationship between supply and demand. The law of supply and demand 

states that, in a competitive market, the price of a good or service will tend to rise as the 

demand for that good or service increases, and the price will tend to fall as the demand for 

that good or service decreases. Conversely, the law of supply and demand also states that the 

quantity of a good or service that is supplied will tend to increase as the price of that good or 

service rises, and the quantity of a good or service that is supplied will tend to decrease as the 

price of that good or service falls. 

In a market with a large number of buyers and sellers, the law of supply and demand will 

tend to establish an equilibrium price at which the quantity of a good or service that is being 

supplied is equal to the quantity of that good or service that is being demanded. This 

equilibrium price is known as the market clearing price, and it is the price at which all of the 

goods or services that are being offered for sale will be purchased by consumers.

 

 

 

Factors that Affect Supply and Demand 

There are many factors that can affect the supply and demand for a particular good or service. 

Some of the most important factors include: 

 

 Price of Related Goods or services 

 

The price of related goods or services can affect the demand for a particular good or service. 
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For example, if the price of a substitute good (such as a similar 

product that can be used in place of the original product) decreases, the demand for the 

original product may decrease as well, since consumers may switch to the cheaper substitute. 

Conversely, if the price of a complementary good (such as a product that is used in 

conjunction with the original product) increases, the demand for the original product may 

also increase, since consumers may still need to purchase both products. 

 

Imagine that there is a company that produces and sells a type of sports drink. This sports 

drink competes with a similar product produced by another company. If the price of the 

competing sports drink decreases significantly, the demand for the original sports drink may 

decrease as well, since some consumers may switch to the cheaper substitute. This decrease 

in demand for the original sports drink may cause its price to fall, since the company may 

need to reduce the price in order to remain competitive. 

On the other hand, if the price of the competing sports drink increases significantly, the 

demand for the original sports drink may increase, since some consumers may still prefer the 

original sports drink even if it is more expensive. This increase in demand for the original 

sports drink may cause its price to rise, since the company may be able to charge a higher 

price due to the reduced competition. 

 Level of Consumer Income 

 

The demand for a good or service may increase as the level of consumer income rises, since 

consumers have more disposable income to spend on goods and services. Conversely, the 

demand for a good or service may decrease as the level of consumer income falls, since 

consumers have less disposable income to spend. 

 

Imagine that there is a company that sells luxury cars. If the overall level of consumer income 

in the economy increases significantly, the demand for luxury cars may also increase, since 

consumers have more disposable income to spend on expensive goods. This increase in 

demand may cause the price of luxury cars to rise, since the company can charge a higher 

price due to the increased demand. 

On the other hand, if the overall level of consumer income in the economy decreases 

significantly, the demand for luxury cars may decrease as well, since consumers have less 

disposable income to spend on expensive goods. This decrease in demand may cause the 

price of luxury cars to fall, since the company may need to reduce the price in order to remain 

competitive. 

Level of Consumer Confidence 

 

The level of consumer confidence can affect the demand for goods and services. If consumers 

are confident about the economy and their own financial situation, they may be more likely to 

make purchases, leading to an increase in demand. Conversely, if consumers are uncertain or 
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pessimistic about the economy or their own financial situation, 

they may be less likely to make purchases, leading to a decrease in demand. 

Imagine that there is a company that sells vacation packages to exotic locations. If the overall 

level of consumer confidence in the economy is high, the demand for vacation packages may 

also be high, since consumers may be more willing to make large purchases and travel to 

exotic locations. This increase in demand may cause the price of vacation packages to rise, 

since the company can charge a higher price due to the increased demand. 

On the other hand, if the overall level of consumer confidence in the economy is low, the 

demand for vacation packages may decrease, since consumers may be less willing to make 

large purchases and travel to exotic locations. This decrease in demand may cause the price 

of vacation packages to fall, since the company may need to reduce the price in order to 

remain competitive. 

 

 Level of Government Regulation 

Government regulations can affect the supply and demand for a particular good or service. 

For example, if the government imposes a tax on a particular good or service, the supply of 

that good or service may decrease and the demand may decrease as well, due to the increased 

price. Conversely, if the government provides subsidies or other forms of support for a 

particular good or service, the supply of that good or service may increase and the demand 

may also increase. 

 

Imagine that the government imposes a tax on sugary drinks in an effort to reduce their 

consumption and improve public health. This tax may cause the supply of sugary drinks to 

decrease, since it becomes more expensive for producers to offer them for sale. The tax may 

also cause the demand for sugary drinks to decrease, since the increased price may 

discourage some consumers from purchasing them. As a result, the market for sugary drinks 

may experience a decrease in both supply and demand, leading to a reduction in the quantity 

of sugary drinks that are being produced and consumed. 

On the other hand, if the government provides subsidies or other forms of support for a 

particular industry, such as the renewable energy industry, the supply of goods or services 

produced by that industry may increase, since it becomes more financially attractive for 

producers to offer them for sale. The subsidies may also increase the demand for goods or 

services produced by the subsidized industry, since the reduced price may encourage more 

consumers to purchase them. As a result, the market for goods or services produced by the 

subsidized industry may experience an increase in both supply and demand, leading to an 

increase in the quantity of those goods or services that are being produced and consumed 

Level of Production Cost 

 

The level of production costs can affect the supply of a particular good or service. If the cost 

of producing a good or service increases, the supply of that good or service may decrease, 
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since it becomes more expensive for producers to offer it for sale. 

Conversely, if the cost of producing a good or service decreases, the supply of that good or 

service may increase, since it becomes cheaper for producers to offer it for sale. 

Imagine that there is a company that produces and sells a type of electronics device. If the 

cost of producing the electronics device increases significantly, the supply of the device may 

decrease, since it becomes more expensive for the company to offer it for sale. This decrease 

in supply may cause the price of the device to rise, since the company may need to charge a 

higher price in order to cover the increased production costs. 

On the other hand, if the cost of producing the electronics device decreases significantly, the 

supply of the device may increase, since it becomes cheaper for the company to offer it for 

sale. This increase in supply may cause the price of the device to fall, since the company may 

be able to charge a lower price due to the reduced production costs. 

 

P.S. When we discuss the increase in energy prices, we are going to use supply-demand 

relationships. In order to find solutions about this, you need to understand this relationship 

clearly. 

 

5.4 Standard of Living and Cost of Living 

The standard of living is a measure of the material prosperity and well-being of a population 

or group. It is typically assessed using indicators such as income, education, health care, and 

access to goods and services. The standard of living is an important measure of the economic 

and social progress of a country, and it is often used as a way to compare the well-being of 

different populations or countries. 

The standard of living is not an absolute measure, but rather it is a relative concept that varies 

over time and across different societies. For example, a person's standard of living may be 

considered high in one country, but low in another country with a higher overall standard of 

living. Similarly, a person's standard of living may increase or decrease over time based on 

changes in income, employment, and access to goods and services. 

 

Imagine that there are two countries, Country A and Country B. Country A has a relatively 

low overall standard of living, with a low average income and limited access to goods and 

services. However, within Country A, there is a person who has a relatively high income and 

access to a wide range of goods and services. In this case, the person's standard of living in 

Country A would be considered high compared to the overall standard of living in that 

country. 

Now, let's say that there is another country, Country B, with a much higher overall standard 

of living compared to Country A. Country B has a high average income and a wide range of 

goods and services available to its population. However, within Country B, there is a person 
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who has a relatively low income and limited access to goods and 

services. In this case, the person's standard of living in Country B would be considered low 

compared to the overall standard of living in that country, even though it may be considered 

high compared to the standard of living in Country A. 

This example illustrates how a person's standard of living can be considered high in one 

country but low in another country with a higher overall standard of living. In this case, the 

person's standard of living is relative to the overall standard of living in the country where 

they live. 

The standard of living is often used as a way to measure the effectiveness of economic 

policies and as a way to compare the economic performance of different countries. It is also 

an important factor in determining the overall quality of life and happiness of a population. 

 

6. AGENDA ITEM: THE IMPACTS OF ENERGY CRISIS TO WORLDWIDE 

ECONOMIES 

6.1 Introduction to Agenda Item 

6.1.1 Definition of “Energy Crisis” and Understanding of Current Situation 

energy crisis 
a shortfall in or interruption to the provision of energy supplies (Collins English Dictionary. 

Copyright © HarperCollins Publishers) 

In 2021, energy markets became more scarce due to a variety of factors, including the quick 

recovery of the economy after the pandemic. However, the situation worsened significantly 

when Russia invaded Ukraine in February 2022, leading to a major global energy crisis. The 

price of natural gas reached new highs, causing electricity prices to also increase in some 

markets. Oil prices reached their highest point since 2008. 

As a result of these higher energy prices, inflation has risen significantly, causing financial 

struggles for families, reducing production or even leading to the closure of factories, and 

slowing economic growth to the point where some countries are at risk of a recession. 

Europe, which is particularly dependent on Russia for its gas supply, may face gas rationing 

this winter, while many developing countries are experiencing higher energy import costs and 

fuel shortages. 

While today’s energy crisis shares some parallels with the oil shocks of the 1970s, there are 

important differences. Today’s crisis involves all fossil fuels, while the 1970s price shocks 

were largely limited to oil at a time when the global economy was much more dependent on 

oil, and less dependent on gas. The entire word economy is much more interlinked than it was 

https://www.collinsdictionary.com/dictionary/english/shortfall
https://www.collinsdictionary.com/dictionary/english/interruption
https://www.collinsdictionary.com/dictionary/english/provision
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50 years ago, magnifying the impact. That’s why we can refer to 

this as the first truly global energy crisis. 

Some gas-intensive manufacturing plants in Europe have curtailed output because they can’t 

afford to keep operating, while in China some have simply had their power supply cut. In 

emerging and developing economies, where the share of household budgets spent on energy 

and food is already large, higher energy bills have increased extreme poverty and set back 

progress towards achieving universal and affordable energy access. Even in advanced 

economies, rising prices have impacted vulnerable households and caused significant 

economic, social and political strains. 

Climate policies have been blamed in some quarters for contributing to the recent run-up in 

energy prices, but there is no evidence. In fact, a greater supply of clean energy sources and 

technologies would have protected consumers and mitigated some of the upward pressure on 

fuel prices. 

 

Evolution of key regional natural gas prices, June 2021-October 2022, IEA. Licence: CC BY 4.0 

6.1.2 Reasons of The Current Energy Crisis 

https://www.iea.org/terms/creative-commons-cc-licenses
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Energy prices have been rising since 2021 because of the rapid 

economic recovery, weather conditions in various parts of the world, maintenance work that 

had been delayed by the pandemic, and earlier decisions by oil and gas companies and 

exporting countries to reduce investments. Russia began withholding gas supplies to Europe 

in 2021, months ahead of its invasion of Ukraine. All that led to already tight supplies. 

 

Russia’s attack on Ukraine greatly exacerbated the situation. The United States and the EU 

imposed a series of sanctions on Russia and many European countries declared their intention 

to phase out Russian gas imports completely. Meanwhile, Russia has increasingly curtailed or 

even turned off its export pipelines. Russia is by far the world’s largest exporter of fossil 

fuels, and a particularly important supplier to Europe. In 2021, a quarter of all energy 

consumed in the EU came from Russia. 

As Europe sought alternative sources of gas to Russia, it increased its purchases of liquified 

natural gas (LNG) from the United States, Australia, and Qatar, driving up prices and 

redirecting supply away from traditional LNG customers in Asia. The high price of gas also 

led to increased electricity prices. Both LNG producers and importers are working to build 

new infrastructure to increase the amount of LNG that can be traded internationally, but these 

projects take time to complete. 

Oil prices also initially rose as international trade routes were altered after several countries, 

including the United States and many in Europe, announced that they would no longer buy 

Russian oil. Some shippers have refused to transport Russian oil due to sanctions and 

insurance risks. Many major oil producers were unable to increase supply to meet rising 

demand, even with high prices, due to a lack of investment in recent years. While prices have 

decreased from their peaks, the outlook is uncertain as new European sanctions on Russia are 

set to take effect later this year. 

6.1.3 Russian Gas and Its Importance 

Russia is a significant contributor to global energy markets, ranking as one of the top three 

crude producers alongside Saudi Arabia and the United States. The country is heavily reliant 

on oil and natural gas for revenue, which in 2021 accounted for 45% of Russia's federal 

budget. 

In 2021, Russia produced 10.5 million barrels of crude and condensate per day, representing 

14% of the global total. Most of Russia's oil and gas fields are located in western and eastern 

Siberia. In 2021, Russia exported approximately 4.7 million barrels of crude per day to 

countries around the world, with China as the largest importer (1.6 million barrels per day) 

and Europe receiving a significant volume as well (2.4 million barrels per day). 

Russia produces several different types of crude oil, but its main export blend is Urals, which 

is a medium sour crude. It also exports large volumes of ESPO blend crude crude to Asia, via 

https://www.iea.org/articles/energy-fact-sheet-why-does-russian-oil-and-gas-matter
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the East Siberia-Pacific Ocean (ESPO) pipeline. Other grades 

include Siberian light, Sokol, Sakhalin blend, Arctic oil and Novy Port. 

While the Russian oil industry has seen a period of consolidation in recent years, several 

major players remain. Rosneft, which is state-owned, is the largest oil producer in Russia. It 

is followed by LUKOIL, which is the largest privately owned oil company in the country. 

Gazprom Neft, Surgutneftegaz, Tatneft and Russneft also have significant production and 

refining assets. 

Russia has extensive crude export pipeline capacity, allowing it to ship large volumes of 

crude directly to Europe as well as Asia. The roughly 5,500 km Druzhba pipeline system, the 

world’s longest pipeline network, transports 750,000 bpd of crude directly to refiners in east 

and central Europe. At present, Russia supplies roughly 20% of total European refinery crude 

throughputs. 

In 2012, Russia launched the 4,740 km 1.6 million bpd ESPO pipeline, which sends crude 

directly to Asian markets such as China and Japan. The pipeline was part of Russia’s general 

energy pivot to Asia, a strategy focused on shifting export dependence away from Europe, 

and taking advantage of growing Asian demand for crude. Russia also ships crude by tanker 

from the Northwest ports of Ust-Luga and Primorsk, as well as the Black Sea port of 

Novorossiysk, and Kozmino in the Far East. In addition, Russia also exports crude by rail. 

Russia has a large capacity to refine oil, producing a large quantity of oil products such as 

gasoline and diesel. Russian companies have invested in refining capacity in order to take 

advantage of favourable government taxes and growing global demand for diesel. Russia's 

energy strategy prioritises self-sufficiency in gasoline, so it exports minimal volumes of it. 

However, Russia produces more diesel than it needs for domestic demand and exports about 

half of its annual production, much of it to Europe. In addition, Russia is a major exporter of 

vacuum gas oil and heavy fuel oil. In 2021, Russia exported 750,000 barrels per day of diesel 

to Europe, meeting 10% of demand. Europe remains a significant market for Russian oil 

products. 

Russia is the world’s second-largest producer of natural gas, behind the United States, and 

has the world’s largest gas reserves. Russia is the world’s largest gas exporter. In 2021 the 

country produced 762 bcm of natural gas, and exported approximately 210 bcm via pipeline. 

Gazprom and Novatek are Russia’s main gas producers, but many Russian oil companies, 

including Rosneft, also operate gas production facilities. Gazprom, which is state-owned, is 

the largest gas producer, but its share of production has declined over the past decade, as 

Novatek and Rosneft have expanded their production capacity. However, Gazprom still 

accounted for 68% of Russian gas production in 2021. Historically, production was 

concentrated in West Siberia, but investment has shifted in the past decade to Yamal and 

Eastern Siberia and the Far East, as well as the offshore Arctic. 

https://www.iea.org/reports/russian-supplies-to-global-energy-markets/gas-market-and-russian-supply-2
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Russia also has a wide-reaching gas export pipeline network, both 

via transit routes through Belarus and Ukraine, and via pipelines sending gas directly into 

Europe (including  Nord Stream,  Blue Stream, and TurkStream pipelines) all. Russia 

completed work on the Nord Stream II pipeline in 2021, but the German government decided 

not to approve certification in the wake of the Russian invasion of Ukraine. Russia natural 

gas accounted for 45% of imports and almost 40% of European Union gas demand in 2021. 

This share has increased in recent years, as European domestic natural gas production has 

declined. Germany, Turkey and Italy are the largest importers of Russian natural gas. 

Russia has a large energy industry, with significant production and export of oil, natural gas, 

and oil products. It has a large network of pipelines to transport these resources, including the 

Druzhba pipeline system which carries crude to Europe and the Power of Siberia pipeline 

which transports gas to China. Russia has also been expanding its liquefied natural gas 

capacity to compete with other major exporters such as the United States, Australia, and 

Qatar. In 2021, Russia exported 40 billion cubic meters of LNG, making it the fourth largest 

exporter in the world and accounting for 8% of global supply. The government has a plan to 

increase LNG exports to 110-190 billion cubic meters per year by 2025. 

As you can understand, Russia has a huge impact when it comes to energy.  

Nord Stream 1 Pipeline 

Nord Stream 1, Russia's largest gas pipeline to Europe.The Nord Stream 1 pipeline normally 

supplies European Union states with about 35% of all the gas they import from Russia.  

The undersea pipeline stretches 1,200km (745 miles) under the Baltic Sea from the Russian 

coast near St Petersburg to north-eastern Germany. 

It opened in 2011, and can send a maximum of 170m cubic metres of gas per day from 

Russia to Germany. 
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Nord Stream AG, a majority shareholder of which is the Russian state-owned company 

Gazprom, owns and operates the Nord Stream 1 pipeline. Gazprom is also responsible for the 

construction of a second gas pipeline, called Nord Stream 2, which was expected to begin 

operation in 2021.Germany postponed granting it an operating licence because of Russia's 

invasion of Ukraine. 

Russia has been decreasing the amount of gas it supplies through Nord Stream 1 for several 

months. In June, it reduced deliveries through the pipeline by 75%, from 170 million cubic 

metres of gas per day to approximately 40 million cubic metres. In July, Russia closed the 

pipeline for 10 days due to maintenance, and when it reopened, the flow was reduced to 20 

million cubic metres per day. In late August, Russia closed Nord Stream 1 completely due to 

equipment issues, and the pipeline has remained closed since then. 

 

6.1.4 Impacts of Energy Crisis to Economies 

 

 High Inflation 

 

The euro area annual inflation rate was 10.6% in October 2022, up from 9.9% in September. 

A year earlier, the rate was 4.1%. European Union annual inflation was 11.5% in October 

2022, up from 10.9% in September. A year earlier, the rate was 4.4%. These figures are 

published by Eurostat, the statistical office of the European Union.  

 

The lowest annual rates were registered in France (7.1%), Spain (7.3%) and Malta (7.4%). 

https://www.bbc.co.uk/news/world-europe-60480734
https://www.bbc.co.uk/news/world-europe-60480734
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The highest annual rates were recorded in Estonia (22.5%), 

Lithuania (22.1%) and Hungary (21.9%). Compared with September, annual inflation fell in 

eleven Member States, remained stable in three and rose in thirteen.  

 

In October, the highest contribution to the annual euro area inflation rate came from energy 

(+4.44 percentage points, pp), followed by food, alcohol & tobacco (+2.74 pp), services 

(+1.82 pp) and non-energy industrial goods (+1.62 pp). 

 

 
  

 

High Interest Rates 

When an economy is growing quickly and there is strong demand for goods and services, 

businesses may struggle to keep up with the demand. In order to meet this demand, they may 

need to increase their production, which can lead to higher prices for their products. If this 

trend continues over a longer period of time, it can result in a sustained increase in the overall 

price level of goods and services, which is known as inflation. 

To try to reduce inflation, central banks can raise interest rates. When interest rates are 

increased, it becomes more expensive for businesses and consumers to borrow money. As a 

result, they may reduce their spending, which can help to decrease the demand for goods and 

services. This reduction in demand can help to slow down the rate of price increases and 

bring inflation under control. 

However, raising interest rates can also have negative effects on the economy. For example, 

it can make it more difficult for businesses to access the credit they need to finance their 

operations, which can slow down economic growth. Additionally, it can increase the burden 

of debt for those who have borrowed money at higher rates. As a result, central banks must 
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carefully consider the potential trade-offs when deciding whether 

to raise interest rates in response to inflation. 

 

In November, the German Solar Industry Association said that higher interest rates, wages 

and component prices have already raised the cost of solar-park investments by nearly two 

thirds compared to 2020. 

The European Central Bank added to the complications on Thursday when it vowed to keep 

raising borrowing costs “significantly” and into restrictive territory. At the same time, 

President Christine Lagarde noted that the energy market remains a significant uncertainty 

factor for the euro area’s longer-term growth outlook, adding the economy will “hopefully” 

go into renewable sources of energy. 

Economists don’t necessarily share a homogeneous view on how much harm such policies 

are causing just yet (the flipside is that inflation expectations need to be kept in check to 

prevent wages and other costs from spiraling). But Nobel laureate economist Joseph Stiglitz 

warned last week that central banks’ “unwavering determination” to raise rates is likely to 

exacerbate economic pain while having little impact on price growth. He also said a few 

months ago that higher interest rates might worsen inflation if it discourages investments into 

supply-side bottlenecks. Green power producers are likely to sympathize with that line of 

reasoning. 

On top of higher capital costs, renewables are also facing uncertainty over their returns. In 

Germany, the government plans to claw back 90% of the earnings from some clean power 

generators as the government seeks funding for its consumer aid package. In the UK, 

https://www.bloomberg.com/news/articles/2022-08-24/stiglitz-says-rate-hikes-that-are-too-steep-may-worsen-inflation
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renewable power executives met with Chancellor of the 

Exchequer Jeremy Hunt on Wednesday to push for changes to the country’s own planned 

windfall tax, which aims for a levy of 45% on any income from power sold for more than £75 

a megawatt hour. 

 

 Surging Imports 

 
 

The demand for energy has increased significantly around the world, leading to higher prices 

for diesel fuel in various countries. In the US, diesel prices rose by almost 50% year-on-year 

in October, while in Germany they rose by 38% and in China they rose by 14%. 

This increase in price may discourage industrial users from switching from gas to diesel, 

especially if the supply of liquefied natural gas to Europe continues to increase, which could 

lower the price of that fuel. The energy sector in Europe is facing uncertainty this winter, as 

the region needs to import liquefied natural gas and minimize the use of gas storage to avoid 

a crisis. 

However, the International Energy Agency (IEA) has noted that Europe's manufacturing 

sector has been able to withstand the gas crisis better than expected and there is optimism that 

an energy crisis and resulting economic recession can be avoided 

 

6.2 Responses  

In response to Russia's invasion of Ukraine, the International Energy Agency (IEA) decided 

to release a total of 182.7 million barrels of emergency oil reserves in two coordinated actions 
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in March and April 2022. These were the fourth and fifth such 

actions taken by the IEA since its creation in 1974, with previous actions occurring in 1991, 

2005, and 2011. The release of 120 million barrels from emergency reserves on April 1st was 

the largest such release in the IEA's history and coincided with the release of additional 

barrels from the US Strategic Petroleum Reserve. 

The International Energy Agency (IEA) has published plans to immediately reduce oil usage 

and strategies for Europe to decrease its reliance on Russian gas, as well as ways for 

individuals to decrease their energy consumption. These measures include a 10-point plan to 

reduce the European Union's reliance on Russian natural gas. 

As a result of the energy crisis caused by Russia's invasion of Ukraine, the German chemical 

company BASF was forced to cut production and the German government announced plans 

to build two new liquified natural gas (LNG) terminals and form a long-term energy 

partnership with Qatar, one of the world's largest exporters of LNG. Germany also plans to 

end imports of Russian natural gas by mid-2024. In May 2022, the European Commission 

approved a partial ban on oil imports from Russia as part of the economic response to the 

invasion, and the European Union published plans to end its reliance on Russian oil, natural 

gas, and coal by 2027. 

On July 13, 2022, the Kremlin stated that it hoped a visit by President Biden to Saudi Arabia 

to increase OPEC oil production would not lead to negative feelings towards Russia. Russia 

is the second-largest oil and gas exporter in the world and has a strong partnership with Saudi 

Arabia within the OPEC group. However, major Gulf producers do not have much extra 

production capacity at present, and Russia attributes the higher energy prices globally to 

international sanctions. 

Following the G7 meeting in June 2022, there have been plans to limit the price of Russian 

energy commodities, as suggested by U.S. Treasury Secretary Janet Yellen and European 

Union Commission President Ursula von der Leyen, in an attempt to reduce prices for 

Western nations and deprive Russia of profits. After G7 finance ministers announced their 

intention to implement a price cap, a Kremlin spokesperson stated that companies 

implementing a price cap will not receive Russian oil. Energy analysts have also doubted the 

feasibility of a price cap because the coalition is not broad enough, and OPEC+ referred to 

the plan as "absurd." It is likely that the United States and the European Union will try to 

implement the plan by restricting Russia's access to Western insurance services. 

In June 2022, the US government approved the import of oil from Venezuela to Europe by 

Italian company Eni and Spanish company Repsol as a replacement for oil imports from 

Russia. French Finance Minister Bruno Le Maire also announced that France had 

negotiations with the United Arab Emirates to replace some Russian oil imports. 

Additionally, on 15 June 2022, Israel, Egypt and the European Union signed a trilateral 

agreement to increase natural-gas sales to European countries seeking alternative sources to 
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lessen their dependence on Russian energy supplies. In July 2022, 

the European Commission signed an agreement with Azerbaijan to increase natural gas 

imports. 

On September 29, 2022, Germany unveiled a €200 billion plan to support industry and 

households. The German Economy Minister, Robert Habeck, expressed frustration that the 

United States and other friendly gas supplier nations were profiting from the energy crisis 

caused by the Ukraine conflict with "astronomical prices" and called for more solidarity from 

the US to aid energy-stricken allies in Europe. French President Emmanuel Macron also 

criticised the high prices of natural gas supplies from the United States, Norway, and other 

friendly countries, stating that Europeans are paying four times more than the price at which 

the gas is sold to industry and that this is not the definition of friendship. In 2022, the average 

spot price for electricity in Germany increased from below €40 per MWh to over €200 per 

MWh. 

In September 2022, natural gas prices in Europe reached their highest point, approximately 

25 times higher than two years prior. While gas prices have recently declined on the spot 

market, the cost of distributing gas in the coming year is expected to be around €150 per 

MWh, or about seven times higher than before. 

The IEA estimates that around 100 million people with access to clean cooking may revert to 

unhealthy cooking methods, and 75 million people who recently gained access to electricity 

may no longer be able to afford it due to the energy crisis. In response, governments in 

Europe have allocated a total of €674 billion, with €264 billion going to Germany alone, to 

protect businesses and consumers from increasing energy costs. 

 

 

 

Questions to be Addressed 

 

1) What is the current crisis and its determinants? 

2) How does the current crisis affect member states? 

3) How does the current crisis affect the quality of life and economy of the people? 

4) How can member states of OECD improve their fight against inflation? 

5) How can member states of OECD handle the supply shock in a better way? 

6) Can member states create alternatives to Russian Gas? 

7) How can member states improve their responses? 

8) Which regulations and activities can be encouraged to member states? 
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