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The impact of External production on the power of the OPEC cartel in the oil
market
- An analytical framework-
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Abstract:

This paper aims to analyze the impact of oil production for countries outside of
OPEC on the strength of its performance as a complete monopolist in the oil
market, by determining the extent of its interpretation of its monopolistic behavior
strategies, where we adopted a parameter to measure the degree of cooperation of
OPEC countries to achieve a state of complete monopoly, as many previous
studies have done. This parameter measures the extent to which OPEC countries
prefer collusion to achieve the full cartel status, and from there we are working to
link the variance of this parameter to the percentage of non-OPEC participation in
the market. Based on the outputs of this analysis, we concluded that in light of the
heterogeneity of OPEC countries and because of the presence of competing
producers from outside OPEC, this works to increase the preference of OPEC
countries to move away from the state of complete monopoly, that is, OPEC
follows the behavior of the incomplete cartel case, which accommodates a limited
participation rate from its competitors in market. This strategy expands the OPEC

shares relatively to small producers to adjust the rate of returns relative to the
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major OPEC producers and non-OPEC producers, thus ensuring their stay in the

cartel.
Key words: external restrictions, cartel strength, OPEC production, oil market, External
production.
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