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Gloomy predictions that world energy demand will exceed supply by
the early 1980s, leading to another jump in oil prices and worldwide
recession, are unrealistic. They fail to account for the fact that oil de-
mand and production capacity are highly sensitive to changes in price.
They also ignore the contrary objectives of the OPEC “spenders” (e.g.,
Iran, Venezuela, Nigeria)—countries with limited oil reserves that want
much higher prices now-—and the “savers” (e.g., Saudi Arabia, Kuwait,
Libya) with larger reserves and long-term interests.

M.LT. economist Pindyck finds the ““savers’ to be the stronger group;
hence, the likelihood of a steady, gradual price rise (perhaps 2 percent
annually over the coming decade). Singer, a University of Virginia
political scientist, adds that a continued increase in excess productive
capacity—now equal to about 20 percent of world production—may
endanger the existence of the OPEC oil cartel as producing countries
begin to try to undersell each other.

Many of the traditional perceptions of “oil power” bear little relation
to practical politics, says Singer. An Arab oil embargo cannot effec-
tively cut off all U.S. oil imports; the shortages that developed in
1973-74 were mainly due to fumbles in fuel allocation by the U.S.
government. Furthermore, financial ties between the Arab countries
(chiefly Saudi Arabia) and the United States mean that Arab invest-
ments in the United States are potentially hostage; Saudi security is
also heavily dependent upon U.S. military assistance and diplomatic
support.

Disruption of the Western banking system due to abrupt shifting of
petrodollar accounts by Arab interests can be largely discounted. Arab
refusal to recycle petrodollars, forcing ever-larger deficits on the West-
ern oil-importing countries, would only mean that the oil producers
were getting paper dollars for oil. To give value to that paper, they must
either invest in the oil-consuming countries or buy from them.

S0 oy “Make Way—The Foreign Investors Are
LOOkZVZg ][07’ Coming” by Robert J. Samuelson, in Na-
a Sure Thzng tional Journal (Apr. 29, 1978), 1730 M St.

N.W., Washington, D.C. 20036.

Foreign private investment in the United States is soaring, reports Na-
tional Journal correspondent Samuelson. Far from discouraging this
trend, American officials now welcome foreign investment and, at the
state level, actively compete to get it. (Twenty-three states now have
offices in Europe and three states have representatives in Tokyo.)
Until a few years ago, foreign private investment in the United States
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