
�������� ��	
���
��

OPEC and Demand Response to Crude Oil Prices

Talat S. Genc

PII: S0140-9883(17)30220-7
DOI: doi:10.1016/j.eneco.2017.06.026
Reference: ENEECO 3690

To appear in: Energy Economics

Received date: 23 February 2017
Revised date: 17 June 2017
Accepted date: 20 June 2017

Please cite this article as: Genc, Talat S., OPEC and Demand Response to Crude Oil
Prices, Energy Economics (2017), doi:10.1016/j.eneco.2017.06.026

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

http://dx.doi.org/10.1016/j.eneco.2017.06.026
http://dx.doi.org/10.1016/j.eneco.2017.06.026


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

ACCEPTED MANUSCRIPT

1 

 

OPEC and Demand Response to Crude Oil Prices 

Talat  S. Genc 

Department of Economics and Finance, University of Guelph, Guelph, ON, Canada, N1G2W1. Email: 

tgenc@uoguelph.ca. Phone: 1.519.824.4120 ext 56106. 

I thank the editor, anonymous referees, and Thanasis Stengos for helpful comments and suggestions. 

 

Abstract: This paper investigates demand response to crude oil price movements before and after 

the recent global financial and economic crisis. It employs several market power indices to 

structurally estimate price elasticities. A newly developed market power index for crude oil 

markets is implemented. In this approach OPEC is the central player and acts as a dominant 

producer in the global oil market. We quantify how a change in market structure (such as 

changes in marginal cost of production) would contribute to market power exercise of OPEC and 

have an ultimate impact on price elasticity of demand for oil. Our price elasticity predictions fall 

in a range reported in the literature, however estimates for pre-crisis deviate from the post-crisis 

ones. In fact, demand response to crude oil prices has almost doubled during the crisis. This 

severe change in price response can be associated with record price levels caused by supply 

shortages and surge in alternative renewable energy resources. The key advantages of this 

methodology over the existing literature are that it is simple to use and estimates price elasticity 

using a competition framework without specifying demand/supply function(s), and utilizes 

commonly observable market variables that can be applied to any admissible data frequency.    
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