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s oil and gas prices have declined, there have 
been both winners and losers. Producers have 
taken hit after hit while consumers, including 

airlines, trucking companies, and households across 
the nation, have reaped the benefits. Most industry 
speculators predict prices will continue to decrease 
even as refineries switch to spring/summer oil blends 
in the warmer months. Though the warm-weather 
blends are generally more costly, the slump in oil 
prices will likely only be increased by a few cents per 
gallon. The continued low prices are hitting producers 
hard, resulting in oil rig closures and poor returns for 
investors. In response to the decreasing prices, Wall 
Street has become skittish toward investment in the 
oil industry. 

As both, one of the world’s largest energy producers 
and one of the world’s largest energy consumers, 
declining energy costs are a mixed bag for the U.S. 
economy. Generally consumers benefit from lower oil 
and gas prices, but those who depend on the energy 
industry for work are in a precarious situation as oil 
rigs shut down in certain parts of the country. While 
other high-producing nations benefit from the lower 
costs of oil exploitation, the U.S. does not enjoy 
that advantage. U.S. producers have borrowed with 
expectations of selling at high prices, resulting in low 
returns ultimately forcing many rigs to close. The 
decline in the number of American rigs is predicted 
to result in a decline in American production which 
could, in turn, increase prices. As is, the current 
price slump has increased the Consumer Price Index, 
indicating the dollar has a higher purchasing power 
as people are spending less on gas. This has required 
the Federal Reserve to rethink plans of increasing the 
inflation of the dollar – a continuation of the Fed’s 
winding down of a stimulus economy. A delayed 
increase in inflation may mean the Fed will also wait to 
increase interest rates for banks, cutting out revenues 
that would have gone to decreasing the nation’s 
deficit.

Besides the effect on American consumer prices, 
the Fed’s policies, and Wall Street’s bottom line, the 
decline in gas and oil prices has had major impacts on 
foreign economies and global conflicts. In any market, 

price declines are often attributed to either high supply 
or low demand. In the case of oil prices, supply is 
certainly up. The international oil collective, OPEC, 
decided in November not to limit their production 
of crude oil. The decision came on the heels of large 
decreases in oil prices throughout September and 
October, which served to exaggerate the drop. Earlier in 
the fall, market prices for oil had declined due to high 
levels of production in the U.S., a result of innovations 
that allowed for the extraction of oil that was previously 
unreachable. OPEC’s decision comes as a result 
of Saudi Arabia’s attempts to stimulate demand, 
according to Mohammed Al Sabban, senior advisor to 
the Minister of Petroleum of Saudi Arabia. Decreased 
demand would mean bad news for oil-dependent 
economies and the world’s largest oil producer is very 
concerned about a global trend.

As mentioned, nations dependent on oil revenue 
have taken hard hits as a result of the decline in 
prices. While OPEC made the decision to maintain 
production, less economically stable member 
countries, like Nigeria and Venezuela, are losing large 
portions of expected revenue. Russia has also faced 
economic hardship of late, with the collapse and 
continued decline of the ruble. Russia’s economic 
decline has been affected in equal measure by the 
decline in oil prices and the sanctions taken against 
it in response to the armed conflict in the Crimean 
Peninsula. The European Union and the U.S. have 
taken issue with Russia’s support of Russian separatists 
fighting against the Ukrainian government – support 
Russia denies. Russia’s precarious economic standing 
has in no way lessened the conflict in Crimea; instead 
numerous cease-fire agreements have been broken in 
the region. Iran’s economy is also facing instability 
as oil revenue has decreased in the nation. The U.S. 
has shaky relationships with both Russia and Iran, 
with each nation playing a role in numerous conflicts 
in Central Asia and Eastern Europe. The economic 
challenges faced by both nations as a result of the 
sanctions and low oil prices fuel some of the local 
resentment aimed at foreign nations, including the U.S. 
and its ally Saudi Arabia. 
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Generally oil prices can be expected to increase as 
conflicts flare up in oil producing regions. However, 
current oil prices do not seem to reflect the hostilities 
and political instability in many of the world’s oil-rich 
regions. The continued conflict in Iraq and Syria, 
Northern Nigeria, Crimea, and the threat of increased 
sanctions against Iran should all result in increasing 
oil prices. While recent dips in oil prices buffer the 
potential impact of conflicts in the Middle East, the 
prolonged threat ISIS poses to some of the world’s 
greatest oil producers could throw off production in 
the region. The self-declared Islamic State harbors 
animosity towards the Kingdom of Saudi Arabia, 
keeping Saudi Arabia on high alert and destabilizing 
trust in the oil market. Saudi rigs and refineries have 
been threatened in the past causing spikes in oil 
prices. The 2006 failed Al Qaeda attack on Saudi’s 
largest refinery, the Abqaiq refinery, caused a 3.4 
percent increase in oil prices as a result of fear in the 
market. A successful attack to a Saudi refinery would 
have dire consequences that the current price slump 
would not be able to mitigate.  

For oil consuming nations, the IMF predicts lower 
oil prices have more potential to increase global 
GDP compared to a situation where oil prices had 
not decreased. While the GDP growth linked to oil 
prices has been limited in emerging countries, it 
could serve to bolster stagnant European economies 
that are threatened by a looming recession. Some 
oil importing nations, like Indonesia, have been 
able to divert energy subsidies toward spending on 
infrastructure. Overall, the fluctuations in oil prices 
represent a crossroads in the global political and 
economic relationship with oil. The days of oil as the 
fulcrum of global events may be passing, yet the fuel 
maintains its importance to today’s conflicts.


