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from Shimshon Bichler and Jonathan Nitzan

If you thought that oil profits are about producing oil, think again.

The enclosed chart, updated from our 2015 Real-World Economics Review paper, ‘Still About Oil?’, shows that
the main determinant of oil profit — and specifically of differential oil profit — is not output, but prices.

The figure shows the correlation between two series: (1) the differential oil profits of the world’s integrated oil
companies, computed as the ratio between their earnings per share and the earnings per share of all listed firms;
and (2) the relative price of oil one year earlier, measured by the $ price of crude oil relative to the U.S.
consumer price index. (The reason for the annual lag is that ‘current’ profits represent a trailing average of
earnings recorded over the past 12 months.)
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When we wrote the article in 2015, differential oil profits and the relative price of oil were both at record highs;
nowadays, they brush against record lows. And that pattern is to be expected. As the chart shows, the correlation
between these two measures remains positive and tight, with a Pearson coefficient of +0.69 for the entire period
since Dec 1973, and +0.75 since January 1980.

Inflation is always and everywhere a re-distributional phenomenon.

(And expect differential oil profits to rise next year.)
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1. Ken Zimmerman
January 1, 2022 at 9:53 am
Reply

If the relationship is not supply and demand, then why do prices increase and decrease? In this instance
largely in coordination?

2. Jonathan Nitzan
January 2, 2022 at 6:05 pm
Reply

About oil prices, read ‘Still About Oil?’

Click to access t3.asp

About demand, supply and equilibrium, or rather their total absence, read ‘The 1-2-3 Toolbox of
Mainstream Economics: Promising Everything, Delivering Nothing’.

Click to access t3.asp

Ken Zimmerman
January 4, 2022 at 9:47 am
Reply

On oil, I don’t disagree with the story you’ve assembled. But I believe you’ve omitted one major
element, political accommodation. I’ve not carried out interviews or direct observations since I
changed jobs doing such research in 2012. But that research from 1989 forward clearly shows an
ongoing effort by sellers, buyers, re-sellers, and brokers to reduce political fallout for one another
from changes in oil prices. All complex, low key, and guarded. You might want to consider carrying
out some interviews and direct observations to look at whether this remains a factor in oil prices.
And, if so how much of a factor?

3. Jonathan Nitzan
January 4, 2022 at 4:26 pm
Reply

Thank you Ken.

We have researched the topic since 1989, so maybe others should pick it up from here….

For a partial list of our works on this subject, see:

The Political Economy of Armament and Oil – A Series of Four Articles (1989)
https://bnarchives.yorku.ca/136/

Bringing Capital Accumulation Back In: The Weapondollar-Petrodollar Coalition – Military Contractors,
Oil Companies and Middle-East “Energy Conflicts” (1995) https://bnarchives.yorku.ca/13/

Putting the State In Its Place: US Foreign Policy and Differential Accumulation in Middle-East “Energy
Conflicts” (1996) https://bnarchives.yorku.ca/11/

The Global Political Economy of Israel (2002) https://bnarchives.yorku.ca/8/
It’s All About Oil (2003) https://bnarchives.yorku.ca/38/

Dominant Capital and the New Wars (2004) https://bnarchives.yorku.ca/1/
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New Imperialism or New Capitalism? (2006) https://bnarchives.yorku.ca/203/

Still About Oil? (2015) https://bnarchives.yorku.ca/432/

Profit Warning: There Will Be Blood (2017) https://bnarchives.yorku.ca/432/

Still in the Danger Zone (2020) https://bnarchives.yorku.ca/634

Ken Zimmerman
January 10, 2022 at 2:20 am
Reply

Thanks for the information. I’ve discussed this with colleagues I worked with at DOE and DOD.
They’re not enthusiastic about the work right now. And all my data, notes, and drafts are in their
archives. Maybe we can circle back later.

4. Jonathan Nitzan
January 10, 2022 at 10:13 pm
Reply

Thank you.
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————– Lars Pålsson Syll ————-

—————– Stuart Birks —————-

Edward Fullbrook and Jamie Morgan

https://www.amazon.com/European-Crisis-Wea-Books/dp/1848902085/ref=sr_1_1?ie=UTF8&qid=1473694767&sr=8-1&keywords=The+European+Crisis+%28WEA+Books
http://www.amazon.com/misuse-theories-models-mainstream-economics/dp/1848901844/ref=sr_1_1?s=books&ie=UTF8&qid=1457606781&sr=1-1&keywords=lars+syll
https://www.amazon.com/40-Critical-Pointers-Students-Economics/dp/1848902174/ref=sr_1_1?s=books&ie=UTF8&qid=1469183900&sr=1-1&keywords=stuart+birks



 Search

WEA Periodicals

Economic Thought
Real-World Economics Review
WEA Commentaries
World Economic Review: Contemporary Policy Issues

----- World Economics Association ----- founded 2011 – today 13,800 members

join
WEA Pedagogy Bog
WEA Young Economists Network

Recent Comments

Jonathan Nitzan on Relative oil prices and differential oil profits
Hazel Henderson on A Better World
Econoclast on Euro Area inflation: Putin wins. If we let him. By commuting too much.
Ken Zimmerman on Weekend read: What caused the stagflation of the 1970s? Answer: Monetarism
Putin not winning, “we will have to live closer to work or to work closer to home.” | Evocatively
Ambiguous on Euro Area inflation: Putin wins. If we let him. By commuting too much.
A golden age of macro economic statistics 5. Rates of return. - Common Ground U.S.A. on A golden age
of macro economic statistics 5. Rates of return.
Ken Zimmerman on Democracy? Surely not!
Ken Zimmerman on Relative oil prices and differential oil profits
Andri Ksenofontov on Causal identification
Andri Ksenofontov on Causal identification
merijntknibbe on Euro Area inflation: Putin wins. If we let him. By commuting too much.
Phil W Gray on Weekend read: What caused the stagflation of the 1970s? Answer: Monetarism
Roger Sparks on Euro Area inflation: Putin wins. If we let him. By commuting too much.
antireifier on Euro Area inflation: Putin wins. If we let him. By commuting too much.
Roger Sparks on Euro Area inflation: Putin wins. If we let him. By commuting too much.

Comments on issue 74 - repaired

post and read comments on issue 74

Comments on RWER issues

http://www.amazon.com/Pikettys-Capital-Twenty-First-Century-Fullbrook/dp/1848901577/ref=sr_1_1?ie=UTF8&qid=1425652452&sr=8-1&keywords=piketty+fullbrook
http://et.worldeconomicsassociation.org/
http://www.paecon.net/PAEReview/
https://www.worldeconomicsassociation.org/commentaries/
http://wer.worldeconomicsassociation.org/
http://www.worldeconomicsassociation.org/
http://weapedagogy.wordpress.com/
https://www.facebook.com/groups/521797714546263/
https://bnarchives.yorku.ca/
https://rwer.wordpress.com/2021/12/30/relative-oil-prices-and-differential-oil-profits/#comment-186600
https://ethicalmarkets.com/
https://rwer.wordpress.com/2022/01/10/a-better-world/#comment-186599
https://rwer.wordpress.com/2022/01/09/euro-area-inflation-putin-wins-if-we-let-him-by-commuting-too-much/#comment-186595
https://rwer.wordpress.com/2021/08/14/weekend-read-what-caused-the-stagflation-of-the-1970s-answer-monetarism/#comment-186593
https://deland.wordpress.com/2022/01/10/putin-not-winning-we-will-have-to-live-closer-to-work-or-to-work-closer-to-home/
https://rwer.wordpress.com/2022/01/09/euro-area-inflation-putin-wins-if-we-let-him-by-commuting-too-much/#comment-186591
https://commonground-usa.net/a-golden-age-of-macro-economic-statistics-5-rates-of-return/
https://rwer.wordpress.com/2022/01/07/a-golden-age-of-macro-economic-statistics-5-rates-of-return/#comment-186590
https://rwer.wordpress.com/2022/01/04/democracy-surely-not/#comment-186589
https://rwer.wordpress.com/2021/12/30/relative-oil-prices-and-differential-oil-profits/#comment-186586
https://rwer.wordpress.com/2022/01/06/causal-identification/#comment-186577
https://rwer.wordpress.com/2022/01/06/causal-identification/#comment-186576
https://rwer.wordpress.com/2022/01/09/euro-area-inflation-putin-wins-if-we-let-him-by-commuting-too-much/#comment-186575
https://rwer.wordpress.com/2021/08/14/weekend-read-what-caused-the-stagflation-of-the-1970s-answer-monetarism/#comment-186574
https://www.mechanicalmoney.com/
https://rwer.wordpress.com/2022/01/09/euro-area-inflation-putin-wins-if-we-let-him-by-commuting-too-much/#comment-186573
http://thetoolguyonline.wordpress.com/
https://rwer.wordpress.com/2022/01/09/euro-area-inflation-putin-wins-if-we-let-him-by-commuting-too-much/#comment-186572
https://www.mechanicalmoney.com/
https://rwer.wordpress.com/2022/01/09/euro-area-inflation-putin-wins-if-we-let-him-by-commuting-too-much/#comment-186571
https://rwer.wordpress.com/comments-on-rwer-issue-no-74/


Comments on issue 66
Comments on issue 67
Comments on issue 68
Comments on issue 69
Comments on issue 70
Comments on issue 71
Comments on RWER issue no 78
Comments on RWER issue no 79
Comments on RWER issue no 80

WEA Online Conferences

Economics in Society: The Ethical Dimension
Rethinking Financial Markets
Submissions for WEA online conference: Trade Wars after Coronavirus
Sustainability – Missing Points in the Development Dialogue
The economics curriculum: towards a radical reformation
The political economy of economic metrics

—- More WEA Paperbacks —-

———— Armando Ochangco ———-

Shimshon Bichler / Jonathan Nitzan

————— Mauro Gallegati ————–

https://rwer.wordpress.com/comments-on-rwer-issue-no-66/
https://rwer.wordpress.com/comments-on-rwer-issue-no-67/
https://rwer.wordpress.com/comments-on-rwer-issue-no-68/
https://rwer.wordpress.com/comments-on-rwer-issue-no-69/
https://rwer.wordpress.com/comments-on-rwer-issue-no-70/
https://rwer.wordpress.com/comments-on-rwer-issue-no-71/
https://rwer.wordpress.com/comments-on-rwer-issue-no-78/
https://rwer.wordpress.com/comments-on-rwer-issue-no-79/
https://rwer.wordpress.com/comments-on-rwer-issue-no-80/
http://weaethicsconference.wordpress.com/
http://rfconference2012.worldeconomicsassociation.org/
https://weapedagogy.wordpress.com/2020/03/26/wea-conference-trade-wars-after-coronavirus/
http://sustainabilityconference2012.worldeconomicsassociation.org/
http://curriculumconference2013.worldeconomicsassociation.org/
http://peemconference2013.worldeconomicsassociation.org/


————— Herman Daly —————-

————— Asad Zaman —————

—————– C. T. Kurien —————

http://www.worldeconomicsassociation.org/downloads/the-economy-of-the-hamster/


————— Robert Locke —————-

Guidelines for Comments

•	This blog is renowned for its high level of comment discussion. These guidelines exist to further that
reputation.


•	Engage with the arguments of the post and of your fellow discussants.

•	Try not to flood discussion threads with only your comments.


•	Do not post slight variations of the same comment under multiple posts.

•	Show your fellow discussants the same courtesy you would if you were sitting around a table with them.

Most downloaded RWER papers

Trade and inequality: The role of economists (Dean Baker)
What Is Neoclassical Economics? (Christian Arnsperger and Yanis Varoufakis)
Green capitalism: the god that failed (Richard Smith)
Global finance in crisis (Jacques Sapir)
New thinking on poverty (Paul Shaffer)
The state of China’s economy 2009 (James Angresano)
Debunking the theory of the firm—a chronology (Steve Keen and Russell Standish)
The housing bubble and the financial crisis (Dean Baker)
Why some countries are poor and some rich: a non-Eurocentric view (Deniz Kellecioglu)

Family Links

C. P. Chandrasekhar’s Blog
David Ruccio’s Blog
Dean Baker – Beat the Press
Economics from the Top Down
Jayati Ghosh’s Blog
Lars Syll's Blog
Norbert Haering' Blog
real-world economics review
The Radford Free Press
Thomas Palley
WEA Pedagogy Bog
WEA Young Economists Network

Contact

http://paecon.net/PAEReview/issue45/Baker45.pdf
http://www.paecon.net/PAEReview/wholeissues/issue38.pdf
http://www.paecon.net/PAEReview/issue56/Smith56.pdf
http://paecon.net/PAEReview/issue46/Sapir46.pdf
http://paecon.net/PAEReview/issue47/Shaffer47.pdf
http://paecon.net/PAEReview/issue48/Angresano48.pdf
http://www.paecon.net/PAEReview/issue53/KeenStandish53.pdf
http://paecon.net/PAEReview/issue46/Baker46.pdf
http://paecon.net/PAEReview/issue52/Kellecioglu52.pdf
http://www.networkideas.org/cpc-blog/
http://anticap.wordpress.com/
http://cepr.net/blogs/beat-the-press/
https://economicsfromthetopdown.wordpress.com/
http://www.networkideas.org/jayati-blog/
http://larspsyll.wordpress.com/
http://norberthaering.de/en/
http://www.paecon.net/PAEReview/
http://www.radfordfreepress.com/?cat=3
http://www.thomaspalley.com/
http://weapedagogy.wordpress.com/
https://www.facebook.com/groups/521797714546263/


pae_news@btinternet.com

follow this blog on Twitter

RealWorldEcon

RWER Board of Editors

Nicola Acocella (Italy, University of Rome) Robert Costanza (USA, Portland State University) Wolfgang
Drechsler ( Estonia, Tallinn University of Technology) Kevin Gallagher (USA, Boston University) Jo Marie
Griesgraber (USA, New Rules for Global Finance Coalition) Bernard Guerrien (France, Université Paris 1
Panthéon-Sorbonne) Michael Hudson (USA, University of Missouri at Kansas City) Frederic S. Lee (USA,
University of Missouri at Kansas City) Anne Mayhew (USA, University of Tennessee) Gustavo Marqués
(Argentina, Universidad de Buenos Aires) Julie A. Nelson (USA, University of Massachusetts, Boston) Paul
Ormerod (UK, Volterra Consulting) Richard Parker (USA, Harvard University) Ann Pettifor (UK, Policy
Research in Macroeconomics) Alicia Puyana (Mexico, Latin American School of Social Sciences) Jacques Sapir
(France, École des hautes études en sciences socials) Peter Söderbaum (Sweden, School of Sustainable
Development of Society and Technology) Peter Radford (USA, The Radford Free Press) David Ruccio (USA,
Notre Dame University) Immanuel Wallerstein (USA, Yale University)

WEA e-books

WEA e-books

Top
Blog at WordPress.com.
%d bloggers like this:

http://twitter.com/realworldecon
http://www.worldeconomicsassociation.org/books/
https://wordpress.com/?ref=footer_blog

