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Abstract
This paper examines the effects of rising oil prices on wealth inequality in the oil-rich countries

of Iran, Kuwait, Saudi Arabia, and the UAE over the period 1995-2023. Employing a static
difference-in-differences (DID) methodology, with Egypt, Morocco, Tunisia, and Turkey serving
as the control group, the study analyzes the impact of the 2008 oil price shock on wealth
distribution. The results indicate that the effect of rising oil prices on wealth inequality varies
considerably across these countries. In Iran, wealth inequality has increased due to the unequal
distribution of oil revenues and the absence of effective supportive policies. In Kuwait and the
UAE, the concentration of wealth among economic elites and specific groups enabled the
affluent to benefit disproportionately from rising oil prices, while low-income groups remained
unable to capture these gains. By contrast, in Saudi Arabia, government support measures and
a more equitable distribution of oil revenues have prevented an increase in inequality. These
findings suggest that the management of oil revenues and the design of economic policies play
a critical role in shaping wealth distribution. Accordingly, oil-rich governments must adopt
effective redistributive policies, ensure economic transparency to curb rising inequality, and
pursue economic diversification in order to preserve economic and social stability.
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Introduction

In the contemporary literature on inclusive and sustainable development, there is broad consensus that
inequality is a critical determinant of long-term economic performance and social cohesion. Economic
studies have traditionally focused on two principal dimensions: first, the significance of income inequality
in shaping economic prosperity, and second, the manner in which economic growth influences patterns
of wealth distribution. While examining the dynamics of income inequality is undeniably important, the
accelerating rise of global wealth inequality demands equal, if not greater, analytical attention. Recent
statistics underscore the gravity of this issue. According to the World Inequality Database (2024), in 2023
the wealthiest 10% of the population in the Middle East controlled approximately 77% of total wealth,
whereas the bottom 50% owned just 5%. In Iran, in the same year, the top 10% held 66% of wealth,
compared to only 3% for the bottom half. Such figures highlight the urgency for both academics and
policymakers to identify the structural drivers of this disparity.

The scholarly literature has identified a diverse set of determinants of wealth inequality, including,
but not limited to, income growth, real interest rates, inflationary pressures, expansionary monetary
policies, financial market development, educational attainment, armed conflict, trade liberalization,
intergenerational wealth transfers, human capital formation, entrepreneurship, labor income trends,
precautionary saving behavior, stochastic returns on wealth, variations in savings rates, and even genetic
predispositions toward risk-taking. Despite this breadth, the role of natural resources—especially oil
revenues—remains underexplored. This omission is particularly significant for economies where
hydrocarbon rents form the backbone of fiscal capacity and macroeconomic stability. The present paper
seeks to fill this gap by evaluating the impact of oil price increases on wealth inequality in four oil-rich
Middle Eastern countries—Iran, Kuwait, Saudi Arabia, and the United Arab Emirates—over the period
1995 to 2023. Applying a difference-in-differences (DID) framework, we measure the effects of oil price
fluctuations on wealth distribution, focusing on four key indicators: the wealth shares of the top 1%, top
10%, middle 40%, and bottom 50% of the population.

Methodology

The primary objective of this study is to assess whether rising oil prices lead to measurable changes
in wealth inequality within oil-dependent economies. The treatment group comprises Iran, Kuwait, Saudi
Arabia, and the UAE, all of which rely heavily on hydrocarbon exports. The DID approach requires a
control group consisting of countries with broadly similar regional, cultural, and economic characteristics
but low reliance on oil revenues. Based on these criteria, Egypt (a developing economy with minimal oil
income), Morocco (a diversified export base with negligible oil production), Tunisia (an industrializing
economy within the MENA region with low oil dependence), and Turkey (a large emerging market
economy with highly diversified sectors) were selected. The DID framework rests on the assumption that,
prior to the oil price shock, trends in wealth inequality evolved in parallel between the treatment and
control groups. The subsequent analysis evaluates whether a divergence in these trends emerged in the
oil-rich countries following the shock. For the purposes of this study, the year 2008 was identified as the
oil price shock. This designation is justified by the dramatic surge in oil prices—from around USD 40
per barrel at the beginning of the year to over USD 140 by mid-year—before declining amid the global
financial crisis. This extraordinary spike had profound implications for oil-exporting economies, leading
to a surge in export revenues and fiscal inflows.

Results and Discussion

The effect of oil price increases on wealth inequality was assessed for the treatment group over the
period 1995-2023, with a specific focus on the post-2008 period. Turkey was used as the principal control
country at this stage of the analysis, given its highly diversified economy that is not materially dependent
on oil revenues, making it relatively insulated from the direct impacts of oil price fluctuations on wealth
distribution. The DID results indicate that the 2008 oil price surge disproportionately benefited the
wealthiest segments of the population. Both the top 1% and top 10% increased their wealth shares, while
the middle 40% and bottom 50% experienced a relative decline. This pattern reflects the concentration of
oil revenues among state-affiliated enterprises and politically connected groups, coupled with insufficient
welfare or redistributive mechanisms to support broader population segments.
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Kuwait exhibited the largest post-shock increase in wealth inequality. The DID coefficients reveal
substantial gains for the top 1% and top 10%, while the middle and lower segments lost relative ground.
This outcome reflects the heavy concentration of oil revenues among economic elites, corporate
conglomerates, and members of the royal family. Although oil income is injected into the economy,
investment patterns—dominated by large-scale commercial and real estate projects—primarily benefit
the wealthiest strata, leaving the middle class with stagnating purchasing power and the poorest with
limited direct support.

Saudi Arabia stands out as an exception. The DID results show minimal post-2008 changes in wealth
shares across population segments. This stability is largely attributable to the government’s proactive use
of oil revenues for extensive subsidies, infrastructure investment, housing projects, and social services,
which ensured that lower- and middle-income groups shared in the benefits of the oil windfall.

The UAE recorded one of the sharpest increases in inequality among the treatment countries. The top
1% and top 10% saw significant gains in their wealth shares, while the middle and lower groups lost
ground. This trend was driven by rapid expansion in the real estate sector and an influx of foreign capital
following the oil boom, with asset price inflation disproportionately benefiting wealthy investors. The
majority of the labor force—employed in services and low-wage sectors—gained little from these
developments.

Conclusion

This study examined the relationship between oil price shocks and wealth inequality in Iran, Kuwait,
Saudi Arabia, and the UAE over the period 1995-2023, employing a difference-in-differences approach
with Egypt, Morocco, Tunisia, and Turkey as control countries. The results underscore the heterogeneity
of outcomes: while Iran, Kuwait, and the UAE experienced widening disparities, Saudi Arabia managed
to maintain a relatively stable wealth distribution through targeted redistributive policies and large-scale
public investment. These findings carry several policy implications:

Redistributive welfare measures — Oil-exporting governments should strengthen welfare systems and
target middle- and low-income households to mitigate inequality during commodity booms.

Sovereign wealth funds — Channeling oil revenues into long-term investment vehicles can stabilize
fiscal capacity and support economic diversification, thereby reducing the direct transmission of oil price
volatility to wealth inequality.

Economic transparency and diversification — Enhancing transparency in the allocation of resource
revenues and actively pursuing economic diversification are essential to prevent the entrenchment of elite
capture and to ensure that resource wealth benefits broader segments of society.
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