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Cartel Detecting: An Empirical testing based on OPEC (1995—2016)

SHEN Xi
(Cargill Tnvestment Ltd. ,Shanghai 200233, China)

Abstract: OPEC traditionally was defined as a typical international Cartel organization. It controls the worldwide oil price and
maximizes its profit though limiting each member’s output and export. However, recently, this claim is challenged by new empiri-
cal evidence and theoretical hypotheses. This paper tests OPEC's behavior based on two mathematical definitions: conditional in-
dependence and exchangeability. The result supports the Cartel hypothesis but it is dysfunctional. There lacks solid evidence to
support OPEC members’ collusion. The dynamic test rejects the assumption that OPEC’s collusive behavior triggers recent oil
shortage.

Keywords : OPEC collusive behavior; conditional independence; exchangeability
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