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Overview
Saudi oil production peaked in 2005 and has been in steady decline since then with domestic oil demand rising at an alarming rate and accounting for 35% of crude production in 2011. As a result, Saudi crude exports have already declined by 30% between 2005 and 2011 and are projected to decline further by 10% to 5.25 mbd by 2015. 
Population growth and robust economic development and also fuel subsidies drive that demand. The country currently gets almost all its energy from crude oil and natural gas.  Moreover, the size of Saudi proven oil reserves has for some time been under intense scrutiny in view of the claims the Saudis have been making about their oil reserves.  Far from having 264 billion barrels (bb), Saudi proven reserves could only range from 60 bb - 85 bb, based on estimated ultimate recoverable reserves (URR) of 185 bb-210 bb and a total production of 125 bb since the discovery of oil in Saudi Arabia.
The changing Saudi oil fundamentals are forcing Saudi Arabia to become more hawkish on the oil price. Since 2008, Saudi Arabia has been undergoing a strategic shift in its oil price policy from “dove” to “hawk” prompted by economic, demographic and security pressures. When the oil price hit $147/barrel in July 2008, the Saudis were unable to put more oil on the market to help get the situation under control. Many explanations have been proffered for the Saudi inaction but the one explanation that carries the most credence is that the Saudis have less oil firepower than previously believed. This is confirmed by the fact that US Energy Information Administration (EIA) has sharply scaled back its medium-and long-term Saudi oil production forecasts in recent years.  The Saudi shift will exert heavy pressure on the oil price in coming years.  
Methods

The author will analyze the evidence that the Saudis are in the midst of a strategic shift in their oil price policy from “dove” to “hawk”. He would also assess the impact such a shift could have on the global economy, energy security and the price of oil.

Results

The paper will argue that there is credible evidence to suggest that the Saudis are undergoing a strategic shift in their oil price policy from “doves” to “hawks” prompted by economic, demographic and security pressures. It will also argue that this shift would exert heavy pressure on the oil price. 

Conclusions
The paper will conclude that the changing Saudi oil fundamentals are forcing Saudi Arabia to become more hawkish on the oil price. It will also conclude that since 2008 the Saudis have been undergoing a strategic shift from “doves” to “hawks” in their oil price policy, prompted by economic, demographic and security pressures. As a result, the pressure on the oil price will continue unabated in coming years with a projected price of $150-$170/barrel by 2015 not out of place. The paper will warn that this could precipitate a worse global economic crisis than the 2008 one from which the global economy has not yet fully recovered.  It will also conclude that it is high time, therefore, for the Saudis to come clean and allow an independent auditing of their proven reserves and the production of their major wells in order to enable the global economy to take urgent measures to mitigate the adverse impact of an impending oil crisis.
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