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COMMENTS

vious struggles, he put his finger upon the prob-
lem which is posed by the common price and pro-
duction policy. With energy consumption on the
downgrade, surplus oil pressing on the world
markets and other sources of energy being open-
ed up energetically, the aim can no longer be io
secure higher prices, but it must rather be to
hold the prices at their present level albeit at the
cost of further output cutbacks. The most impor-
tant result of the oil summit is probably that the
OPEC countries are now wiiling to freeze their
prices for an infinite period provided the consum-
ing countries consent to oil price indexation. This
idea of the oil chiefs may be a hit at their energy
conference with the consuming countries, for
many of the industrial nations as well as the big
oil groups are interested in making sure of a min-
imum price to keep prices from falling so far that
they have a paralysing effect on investments to
develop alternative sources of energy.

The time when the OPEC was able to dictate
prices has gone for ever, and so it is now ready
to negotiate. Talk of price cuts and a break-up of
the oil cartel may be premature, but the oil pro-
ducing countries seem to show more realism. The
law of supply and demand is once more in oper-
ation, zz.

fran

SDR Parity for the Rial

Teheran has severed the rial’s link with the dollar.
In future the Iranian currency will be fixed in re-
lation to the SDR. This step is in full accord with
the — in the meantime almost forgotten — Com-
mittee of Twenty recommendations for the intro-
duction of a system of exchange rates which are
in principle fixed in relation to the SDR as the
central reserve medium. That it is one of the oil
states which leads the way to more stable cur-
rency relations may surprise many observers, but
it is not really so very surprising seeing that the
oil producers have necessarily a special interest
in the principle of firm currency parities.

When the dollar depreciates, firm linkage of the
oil producers’ currencies to the dollar tends to
worsen their terms of trade with countries whose
currencies do not follow the dollar on the way
down. And even if their currencies are not tied to
the dollar, their terms of trade will still worsen if
the selling prices for their oil are expressed in
dollars and their imports are mostly settled on a
dollar basis.

To avoid such losses at least in part, Iran will
have to fix its oil prices in rial, in addition to
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severing its link with the dollar and basing the
rial’s rate of exchange on the SDR. That would of
course entail bigger oil bills for the USA and for
all the other countries whose currencies are link-
ed with the dollar. The question is whether Iran
by itself is strong enocugh to enforce such a re-
alignment. The solidarity of the other OPEC coun-
tries will be absolutely essential. Such solidarity
would compel the USA to give a new external
orientation to its economic policy. If it did, an
important cornerstone would have been laid for
a more stable monetary order. kb.

FRG

Fair Competition Policy

The so-called “Monopoly Commission“ in the
Federal Republic of Germany has now presented
its report on fair competition. It gives it as its ex-
pert opinion that price control is not a suitable
means of ensuring fair competition and prevent-
ing abuses by enterprises in a dominant market
position. It also rejects as a general rule that the
supervision for the prevention of restrictive prac-
tices should conform to short-term objectives of
an anticyclical policy. The primary aim of a policy
concerning competition should rather be to en-
sure as wide competition as possitf{a by working
on the market structures.

It is only logical that as a complement to the
supervision for the prevention of restrictive prac-
tices the Commission should wish to authorize
the cartel authority in Berlin to forbid any con-
duct which would further curtail the remaining
possibilities for competition in certain markets
where restrictive practices are “suspected” to
prevail. In specific cases the cartel authority is
to carry out sector analyses for this purpose, but
it is to exercise restraint regarding exact checks
of price levels. This recommendation does not
seem to be without its problems, especially in
regard to multinational groups. One need only
think of the oil sector.

The comments on the Commission’s report have
in general been mostly muted, which in view of
the problems involved is not surprising. The prob-
lem of the price controls does not seem to have
been fully elucidated by the public discussion,
especially insofar as it concerns the multination-
als. Arrangements on the basis of international
taw will ultimately have to be worked out together
with Germany’s trading partners to provide the
Federal Cartel Office with a foundation for suc-
cessful work. iwe.
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