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The price war in 1986 and its enlightenments

LIU Dong
(Institute of West Asian and African Studies, Chinese Academy of Social Sciences)

Abstract: The price war in 1986 was the most typical “Reverse Oil Crisis”, which was not triggered by Saudi Arabia and OPEC
production increasing but incurred by the demand Crisis. Actually, both Saudi Arabia and OPEC had already increased their production at the 4th
quarter of 1985 and the output adjustment of Saudi Arabia and OPEC also showed a certain positive correlation with the change of intemational
oil prices in 1986. Based on the actual performance of oil-producing countries during that war, collective and passive production cuts among
oil producing countries will be inevitable under the current extreme environment. While there will be inevitably a lack of discipline for “OPEC
+” production cuts, and the market space created by the withdrawal of marginal oil fields and the recovery of demand will soon be filled by the
increase of oil producers under the pressure of government finance imbalance. Unless oil demand returns to the level of pre-crisis, producers’
competitive behavior will keep interational prices low for a long time.
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