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The Effects of the Iran–Iraq War on the World Crude Oil 
Market 
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The world is dependent on oil. From gasoline to plastics, it is found in every aspect of one's life. 
For this reason, many countries are forced to import crude oil to meet such high demands. However, 
what happens when this flow of oil, or even a small portion of it, becomes disrupted? A world-wide 
demonstration was enacted in the early 1980s, when the entire world oil market was upset by the Iran–
Iraq War. In 1979, the government of Iran changed hands during the Iranian Revolution, creating more 
problems for the future production of crude oil. An already tense relationship between the governments 
of Iran and Iraq was pushed to the brink. The resulting war caused crude oil production from the two 
countries to slow to a trickle, ultimately affecting the whole pattern of the world’s crude oil market. 

Exports of crude oil from Iran and Iraq were nearly non-existent following the beginning of the 
war. Countries such as France, Japan and the United States were forced to find alternate suppliers. The 
result was a change in the world’s crude oil market. Iran and Iraq, who had been prominent oil 
exporters before the war, suddenly found themselves on the outside looking in. Countries such as 
Mexico and the Soviet Union boldly stepped forward to fill the void and thereafter claimed prominence 
within the world’s crude oil market.  

Several events prior to the Iran-Iraq War are significant. The oil crisis of 1973 had a major effect 
on the world oil market. Over the course of about a year, the price of crude oil rose from about $2.50 
per barrel to about $12.50 per barrel, an increase of approximately 500% (World Oil Market). Between 
1975 and 1978, the price of crude oil remained relatively constant, fluctuating between $12.50 per 
barrel and $15.00 per barrel (World Oil Market). The reason the price remained constant during this 
time period was due to the fact that the world's supply of crude oil was only slightly greater than the 
world's demand for crude oil, see Table 1. Therefore, some countries were storing the remaining surplus 
of crude oil. 
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Table 1. World Crude Oil Demand vs. Supply (1975-1980) . Thousand 
Barrels Per Day  

Year Demand Supply 
1975 56,198 56,511 
1976 59,673 61,121 
1977 61,826 63,665 
1978 64,158 64,225 
1979 65,220 66,973 
1980 63,067 64,152 

Source: [22; 23]  Kevin Williams 
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For many countries, a stockpile of crude oil meant 
that they would not need to worry in the event of another 
world oil crisis, however this stockpiling would become a 
problem in the future. 

Through much of the late 1970s, five of the leading 
oil-producing nations were Saudi Arabia, the Soviet 
Union, the United States, Iran and Iraq. The combined 
production of these five nations amounted to an average 

of 36,104 thousand barrels daily, accounting for over 60% 
of the world’s daily oil production (World Crude Oil). 
Table 2 depicts the crude oil production of these countries 
between 1975 and 1980. 

The Soviet Union and the United States were 
producing oil mainly for internal consumption; however, 
Saudi Arabia, Iran and Iraq were producing oil for internal 
consumption, as well as for exporting. As the world 
production of crude oil increased throughout the late 
1970s, the production of these countries also increased. 
However, as the decade came to an end, trouble started in 
the Middle East and oil production from that region 
reflected the turmoil. 

At  the  end of  the  1970s,  Iran  was  in  the  midst  of  a  
revolution as the dictatorship of Shah Pahlavi was being 
overthrown by the people of Iran. As part of the 
resistance, Iranian oil field workers started a protest. A 
strike in the oil fields of Iran caused Iranian crude oil 
production to decrease dramatically in late 1978 and into 
1979. Table 2 shows that between 1978 and 1980, Iran’s 
crude oil production dropped by 3,580 thousand barrels 
per day. During this time period, oil production once 
stopped completely for nearly a week (Yergin 681). 
Increases in production by Saudi Arabia, as well as other 
members of the Organization of Petroleum Exporting 
Countries, or OPEC, offset the production shortages of 
Iran. OPEC consists of eleven major oil-exporting 
countries (Algeria, Libya, Nigeria, Indonesia, Iran, Iraq, 
Kuwait, Qatar, Saudi Arabia, United Arab Emirates and 
Venezuela) that coordinate the production and pricing of 
their crude oil. Although the world's crude oil production 
was hardly affected by this momentary cessation of 

production in Iran, prices of crude oil jumped sharply to 
nearly $28 per barrel on the open market (World Oil 
Market). This rise was an increase of almost 15% over the 
official OPEC price at the time. Once Shah Pahlavi had 
been removed, oil production resumed. However, because 
the threat of instability still loomed, the price increase 
remained intact. Although the oil field strikes of the 
Iranian Revolution did not create severe problems for the 
world oil market, this debacle did foreshadow the 
market’s reaction to the upcoming Iran–Iraq War. 

In 1979, after Shah Pahlavi had permanently left Iran, 
a new Shi’ite Islamic government was established. 
Although the new government was officially recognized 
by Iraq, the Shi’ite government denounced the secular 
Ba’th government of Iraq, causing extreme tension to 
mount between the two countries. In addition, Iran still 
occupied three territories given to Iraq in the Treaty of 
1975. Throughout 1979 and 1980, small skirmishes often 
broke out on the Iran–Iraq border (Iraq 994). Even so, for 
most of 1980, crude oil production from the two countries 
remained relatively constant. Iran exported approximately 
3 million barrels per day, while Iraq exported an average 
of 3.1 million barrels per day (Ignatius 2). Their combined 
output of 6.1 million barrels per day accounted for 
approximately 10% of world crude oil exports. 

On September 21, 1980, the tension between the two 
countries became too great; Iraqi leader Saddam Hussein 
ordered a military invasion of Iran. This initial fighting in 
the Iran–Iraq War would create serious problems for the 
world oil market because within a week, the two countries 
began attacking each other’s petroleum installations. Most 
of their fighting occurred near the Persian Gulf. For Iraq, 
this meant that exports by sea were virtually impossible, 

Table 2. World Crude Oil Production, Selected Countries (1975-
1980). Thousand Barrels Per Day  

Years Saudi 
Arabia USSR United 

States Iran Iraq World 

1975 7,075 9,523 8,375 5,350 2,262 52,828 
1976 8,577 10,060 8,132 5,883 2,415 57,344 
1977 9,245 10,603 8,245 5,663 2,348 59,707 
1978 8,301 11,105 8,707 5,242 2,563 60,158 
1979 9,532 11,384 8,552 3,168 3,477 62,674 
1980 9,900 11,706 8,597 1,662 2,514 59,600 
Source: [20; 21]  
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however Iran still had access to the Caspian Sea and 
continued to export through that route.  

 
 
Source: [1]  
The Persian Gulf was very important for the world’s 

oil exports because an estimated 40% of all exported oil 
traveled through it (Lohr D1). Before the conflict, Iraq 
had shipped about 2.8 million barrels through the Gulf 
daily (Iraqi Pipeline A20). Without access to these ports, 
the only outlets left for Iraq were two pipelines: one that 
went through Syria, and one that went through Turkey. 
The Iraqi-Turkish pipeline normally carried about 
700,000 barrels daily, then the daily volume increased 
dramatically due to Iraq’s inability to export through the 
Persian Gulf (Iraqi Pipeline A20). On September 27, 
1980, however, the Iraqi-Turkish pipeline was bombed by 
guerrillas, causing a temporary cessation in the flow of 
exports from Iraq. However, within a few days, the 
situation was quickly fixed. Once the pipeline was 
reconstructed, oil began to flow again. 

During the next few weeks of war, the countries each 
focused on crippling the other’s petroleum industry, with 
each country sustaining considerable damage to their oil 
installations. Iraq’s seven major oil refineries (Basra, 
Dobrah, Haditha, Khanaquina, Mufthia, Mosul and 
Kirkuk) were all bombed, as well as two Iraqi offshore 
oil-loading docks, Khor al Amaya and Mina al Bakr 
(Ignatius 2). Iran also sustained significant damage to its 
refineries in Abadan, Kermanshah, Shiraz, Tehran, 
Masjid-e-Sulaimen, Tabriz and Isfahan. More 
importantly, many of Iran’s pipelines and pumping 
stations were completely destroyed (Ignatius 2). With 
such severe damage to their petroleum installations, Iran 
and Iraq were only able to export a small percentage of 
their combined pre-war output of ten percent of world 
exports. 

Although the initial fighting in the Iran-Iraq War 
stopped in November 1980, the two countries remained at 
odds and the war did not officially end until August 20, 
1988. However, the damages that the countries had 
inflicted upon each other’s oil installations caused a 
lasting impression on the world oil market. Not only had 
Iran and Iraq been unable to produce oil during the war, 
but they also needed time to rebuild refineries and ports in 
order to obtain pre-war production levels. Table 3 depicts 
the post-war production of both Iran and Iraq. Iran was 
able to rebound relatively quickly in the years following 
the war. However, Iraq's oil installations were severely 
damaged and several years would pass before Iraq could 
achieve pre-war production status. 

Countries such as India and Brazil were heavily 
reliant upon Iranian and Iraqi crude oil before the war. Of 
the 120,450 thousand barrels of oil that India had planned 
to import in 1980, nearly 80,304 thousand barrels of oil, 
or 67% of India's crude oil imports, were scheduled to be 
imported from Iran and Iraq (User Nations 4). As a result, 
India was forced to look toward Saudi Arabia and the 
Soviet Union for relief (User Nations 4). Likewise, Brazil 
had imported almost 500,000 barrels daily from Iraq, 
which accounted for about 50% of Brazil’s total daily 
imports (Ignatius 2). In order to compensate for the 
shortage, Brazil made arrangements to import additional 
oil primarily from Saudi Arabia and the Soviet Union 
(Ignatius 2). While India and Brazil were two extreme 
examples of the effects of the Iranian and Iraqi production 
shortages, other countries faced similar problems. In order 
to offset immediate production shortages from Iran and 
Iraq, Saudi Arabia increased its crude oil production 
during 1979-1981 (World Crude 4.1a). Table 4 depicts 
the decreases in total production of Iran and Iraq, as well 
as the corresponding increase in production by Saudi 
Arabia. 

Saudi Arabia would not maintain increased 
production indefinitely to offset the shortages. With the 
world's crude oil supplies diminishing quickly, importing 

Table 3. Crude Oil Production: Iran and Iraq (1980-1985). 
Thousand Barrels Per Day  

Years Iran Iraq 
1980 1,662 2,514 
1981 1,380 1,000 
1982 2,214 1,012 
1983 2,440 1,005 
1984 2,174 1,209 
1985 2,250 1,433 

Source: [20]   

Table 4. Crude Oil Production: Iran, Iraq, and Saudi Arabia 
(1978-1981). Thousand Barrels Per Day  

Years Saudi Arabia Iran Iraq 
1978 8,301 5,242 2,563 
1979 9,532 3,168 3,477 
1980 9,900 1,662 2,514 
1981 9,815 1,380 1,000 

Source: [20]   

Table 5. World Crude Oil Demand, Selected Countries (1978-

Years Japan France United States 
1978 4,945 2,408 18,847 
1979 5,050 2,463 18,513 
1980 4,960 2,256 17,056 
1981 4,848 2,023 16,058 
1982 4,582 1,880 15,296 
1983 4,395 1,835 15,231 

Source: [23]   

Clic
k h

ere
 to

 buy

A
BB

YY PDF Transformer 3.0

www.ABBYY.com
Clic

k h
ere

 to
 buy

A
BB

YY PDF Transformer 3.0

www.ABBYY.com

http://buy.abbyy.com/content/pdftransformer/default.aspx
http://buy.abbyy.com/content/pdftransformer/default.aspx


 46 

nations such as Japan, France and the United States found 
themselves in a dilemma. Fortunately, these countries had 
crude oil supplies on hand to last for weeks, or even 
months. Japan alone had a stock of crude oil to last nearly 
100 days in the event of an emergency (User Nations 4). 
However, even these supplies would run out eventually. 
The crude oil demand from Japan, France, and the United 
States between 1978 and 1983 is found in Table 5.  

France imported almost 2,200 thousand barrels per 
day, or almost all of its crude oil demands (French Oil 
38). A large portion of the crude oil imports came from 
both Iran and Iraq. Similarly, Japan imported over 99% of 
all its crude oil needs. Before the Iran-Iraq War, Japan 
imported 370,000 barrels per day from Iraq (Mufson 31) 
and 520,000 barrels per day from Iran (Japan, Soviets 14). 
The combined 890,000 barrels per day accounted for 
nearly 20% of Japan's crude oil imports. Likewise, prior 
to the war, the United States imported a combined amount 
of 280,225 barrels per day from Iran and Iraq, or almost 
10% of the United States' daily crude oil imports (U.S. 
Crude). 

As a result of the Iran-Iraq War, France, Japan and 
the United States each sustained significant losses in 
crude oil imports from Iran and Iraq. Between 1978 and 
1982, the crude oil imports from Iran and Iraq decreased 
by nearly 84% to France, 70% to Japan and over 94% to 
the United States (International Energy Agency 
1978/1979 52-55, International Energy Agency 
1981/1982 58-61). When this flow of crude oil was 
suddenly halted as a result of the war, Japan, France, and 
the United States were forced to look for alternate 
suppliers of crude oil.  

As a result of the sudden shortage of crude oil supply, 
the price of crude oil jumped from $15 per barrel in early 
1979 to over $35 per barrel by early 1981 (World Oil). 
Much of the price increase was due to speculation 
regarding future crude oil shortages. Some countries 
expected the price to jump even higher and scrambled to 
purchase any crude oil they could find (Tanner 2). This 
practice quickly led to increased demand for crude oil, 
and therefore an increase in price as well. Fortunately, 
some countries, Mexico and the Soviet Union in 
particular, decided to increase production, as well as 
exports of crude oil, in order to partially offset the 
production shortages left in the wake of the Iran-Iraq War. 

Throughout the 1970s, the Soviet Union conducted 
exploratory drilling for new oil wells, mainly in the region 
of West Siberia. In 1976, nearly 400,000 square meters of 
land were subjected to exploratory drilling. Due to 
expansionary exploration, over 900,000 square meters 
were tested in West Siberia in 1980 (Gustafson 107). The 
testing in West Siberia resulted in the discovery of 

immense new oil reserves. During this period, the Soviet 
government commissioned thousands of new production 

wells. Between 1976 and 1980, 29,800 new production 
wells were commissioned. Almost 53,600 more new 
wells would be added between 1980 and 1985 (Gustafson 
109). As a result of such extensive new reserves, the 
amount of drilling in West Siberia tripled during this time 
period (Gustafson 107). The development of new wells in 
the Soviet Union led to increased production between 
1980 and 1983, see Table 6. 

Soviet exports of crude oil increased by almost 450 
thousand barrels per day between 1977 and 1983. One of 
the largest importers of Soviet crude oil was France, 
importing 104,000 barrels per day (Soviets Are 21). Due 
to the cold war, the United States did not conduct trade 
with the Soviet Union during this time period. However, 
France and Japan increased their respective quantities of 
imported Soviet crude oil between 1979 and 1981. France 
increased their Soviet crude oil imports by almost 9%. 
Similarly, Japan increased their Soviet crude oil imports 
by 134% (International Energy Agency 1979/1980 52-55, 
International Energy Agency 1980/1981 74-77). This 
increase in Soviet production and exports reflected the 
development of the West Siberian petroleum industry, as 
well as the shortages of crude oil exports left by the Iran-
Iraq War. However, the Soviet Union was not the only 
nation to increase exports as a result of the war, Mexico 
would also follow their lead. 

Due to modest expansion and conservative 

exploration, the Mexican crude oil production industry 
did not become a major producer until after 1976, when 
vast new reserves were discovered. Mexico’s proven 
crude oil reserves rose from 6.3 billion barrels to an 
estimated 16 billion barrels in 1977, an increase of over 

Table 6. Crude Oil Exports: Soviet Union (1980-1983) Thousand 

Years Productio
n 

Percent Increase from Previous 
Year Exports 

1980 12,093 3.04 2,694 
1981 12,209 0.96 2,712 
1982 12,284 0.61 2,924 
1983 12,360 0.62 3,147 

Source: [4, 276]   

Table 7. Crude Oil Production: Mexico (1977-1980). Thousand 

Years Production Percent of World Production 
1977 981 1.64 
1978 1,209 2.01 
1979 1,461 2.33 
1980 1,936 3.25 

Source: [21]   
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250% (Teichman 60). Table 7 shows the dramatic 
increase of Mexican crude oil production between 1977 
and 1980. 

As a result of Mexico’s significant increase of crude 
oil production, crude oil exports increased as well. In 
1980, Mexican crude oil exports were 1,100 thousand 
barrels per day. This figure increased to nearly 1,500 
thousand barrels per day in 1981 (Teichman 108). Japan, 
France and the United States, all of whom had been 
affected by the decrease of Iranian and Iraqi crude oil, 
turned to Mexico. By the end of 1980, Japan and France 
were each importing 100,000 barrels per day (Mexico 
Reaches 31), while the United States was importing 
508,000 barrels per day (U.S. Crude).  

Between 1979 and 1981, France, the United States 
and Japan significantly increased their respective imports 
of Mexican crude oil. Before the Iran-Iraq War, France 
and Japan had not imported from Mexico. However, by 
1981, both France and Japan were major importers of 
Mexican crude oil. France and Mexico were importing 
2,768 metric tons of crude oil and 3,522 metric tons of 
crude oil, respectively, annually. Likewise, the United 
States increased Mexican crude oil imports by almost 9% 
between 1979 and 1981 (International Energy Agency 
1979/1980 52-55, International Energy Agency 
1980/1981 74-77). These countries had once relied upon 
Iran and Iraq for their crude oil imports. However, when 
production from Iran and Iraq ceased after the beginning 
of the war, Japan, France and the United States were able 
to quickly find sufficient replacements for their crude oil 
imports from Mexico and the Soviet Union. 

Another result of the oil crisis in 1973, was that 
countries began stockpiling crude oil between 1974 and 
1980 out of fear of another oil crisis. However, this 
stockpiling of crude oil soon caused a world oil glut in the 
early 1980s. As a result of this oil glut, world production 
of crude oil began to decline during the early 1980s. In the 
late 1970s, world production had been over 60,000 
thousand barrels per day. But in the early 1980s, 
production was reduced to around 54,000 thousand 
barrels per day, thus causing the world's supply of crude 
oil to decrease as well (World Crude). Table 8 depicts the 
world's crude oil supply in contrast with the world's crude 
oil demand from 1980 to 1985. 

In order to reduce the large stockpiles of oil that had 
been building since the mid-1970s, many exporting 
nations decreased their production during this time. 
However, as world crude oil production declined, 
production from both Mexico and the Soviet Union 
remained relatively constant throughout the early 1980s. 
Table  9  shows  the  decrease  in  total  world  crude  oil  
production between 1978 and 1983, as well as the 

corresponding crude oil production levels of Mexico and 
the Soviet Union.  

During this time period, both Mexico and the Soviet 
Union significantly increased their respective percentages 
of world crude oil production. Between 1978 and 1983, 
Mexico increased over 3% to account for over 5% of the 
world's crude oil production and the Soviet Union 
increased over 4% to account for over 23% of the world's 
crude oil production. 

The combined increases in production and exports 
from Mexico and the Soviet Union resulted in a shift in 
power within the world's crude oil market. The decreases 
in exports from Iran and Iraq between 1978 and 1982, 
along with the corresponding increases in exports from 
Mexico and the Soviet Union, are shown in Table 10.  

Prior to the Iran-Iraq War, OPEC had a stranglehold 
on the crude oil market. The shifts in supply and demand 
of the crude oil market sent prices skyrocketing to $38 per 
barrel in the midst of the Iran-Iraq War (World Oil 
Market). However, once Mexico and the Soviet Union 
increased production, they were able to increase exports, 
and consequently obtain a larger share of the crude oil 
market. Before the Iran-Iraq War, Iran and Iraq had trailed 

Table 8. World Crude Oil Demand vs. Supply (1980-1985). 

Years Demand Supply 
1980 63,067 64,152 
1981 60,903 60,761 
1982 59,503 58,225 
1983 58,739 58,054 
1984 59,831 59,644 
1985 60,091 59,262 

Source: [22; 23]  

Table 9. Crude Oil Production: Mexico, U.S.S.R. vs. World 
(1978-1983). Thousand Barrels Per Day, Percent of World 

Years Mexico U.S.S.R. World 
1978 1,209 (2.01 %) 11,452 (19.04 %) 60,158 
1979 1,461 (2.33 %) 11,736 (18.73 %) 62,674 
1980 1,936 (3.25 %) 12,093 (20.29 %) 59,600 
1981 2,313 (4.12 %) 12,209 (21.77 %) 56,076 
1982 2,748 (5.14 %) 12,284 (22.97 %) 53,481 
1983 2,689 (5.05 %) 12,360 (23.21 %) 53,256 

Source: [4, 276; 21]  

Table 10 Crude Oil Exports, Selected Countries (1978-1982) 

Years Iran Iraq Mexico U.S.S.R. 
1978 189,189 80,265 16,437 31,771 
1979 87,913 106,158 24,986 32,364 
1980 33,085 85,230 35,533 29,663 
1981 46,621 49,978 87,314 41,634 
1982 107,623 46,336 124,696 52,103 

Source: [7-10] 
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only Saudi Arabia in crude oil exports. However, now 
Iran and Iraq are ranked fifth and ninth, respectively, a 
noticeable decline from the positions they once held in the 
1970s. Evidence shows that a new generation of crude oil 
exporters has taken their place. Russia and Mexico, who, 
in the 1970s, were not previously considered major oil 
exporters, now rank second and tenth, respectively, on the 
list of the world's top crude oil exporters (Top Crude). 
These increases in both production and exports of crude 
oil resulted in a loosening of OPEC's stranglehold on the 
crude oil market.  

Nearly twenty years later, these new trends in 
importing and exporting are still evident in the current 
crude oil market. Mexico and Russia have claimed 
prominence within the world crude oil market, while the 
importance of Iran and Iraq has deteriorated. Although the 
turmoil in the Middle East seems calmed for the time 
being, the relationship between Iran and Iraq is far from 
stable. However, if another war should break out between 
them, many crude oil importers will not need to worry. 
They have decreased their dependence on Iranian and 
Iraqi crude oil and turned to more stable crude oil 
suppliers to meet their importing demands. Thus, Iran and 
Iraq's regional preoccupations have cost them dearly in 
the world crude oil market. 
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