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Abstract:

This study aims at tracking the impact of the first and second Gulf Wars on the
petroleum production and prices fluctuation in Saudi Arabia, since it is the most
important production sector. The study has reached several conclusions, of
which the most prominent are:

e The kingdom’s national income relies on the investment of the petroleum
sector in order to develop other producing sectors. Its economic growth also
relies on the growing demand for oil in case no new or alternative sources
are discovered, which would fortify or boast the quantities produced and
OPEC’s oil prices subject to the cooperation of its member states. On the
other hand, dwindling demand for Saudi oil will directly have an adverse
effect on the development, planning and growth programs.

e Saudi Arabian crude oil production has been affected by global political
events and circumstances. Since the discovery of oil and up to the sixties,
the kingdom has been influenced by the foreign forces which control the
quantities and prices of the oil produced according to their.own interests.
Subsequently, production was affected by the conditions of offer and
demand on one hand, and by the first and second Gulf Wars on the other
hand. During both wars, the kingdom increased the production to make up
for the shortage in the production of the countries affected by the wars, Iran,
Iraq, or Kuwait which are all OPEC members.

e Qil prices are largely affected upward by wars irrespective of their
magnitude and objective as was the case during October 1973 -war and the
first Gulf war in 1980. However, the cooperation and mutual support of
major producers combine together to stabilize prices and consequently avoid
causing damage to poor countries which are unable to import oil in spite of
their need for it in case of high cost. '
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