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Production of oil is to increase as much as 7 percent as a result of a
decision taken at OPEC's spring meeting in Vienna Tuesday. But that
doesn't mean the politics of oil are going away. And that's worrisome.
The longer oil prices remain high, the greater the chance that politicians
will meddle in the market, making a bad--but temporary--situation
worse.

President Clinton is to be commended for resisting so far the temptation
to do something foolish, such as releasing oil from the Strategic
Petroleum Reserve. But the pressure within his own party, hoping to
present Vice President Al Gore with a political advantage in this
presidential election year, is sure to grow. And the Republicans are
positively gleeful about the prospects ofturning oil into political hay.

Senate Majority Leader Trent Lott (R-Miss.) is crowing about the
Clinton-Gore "failed energy policy." The GOP is talking about
suspending or repealing federal gas taxes--a terrible idea that sets a
dangerous precedent and would serve primarily to deplete the federal
fund that pays to build and fix the nation's highways.

The reason this issue is going to be around for awhile is that, even if oil
countries immediately boosted production, it would take four to six
weeks for that oil to get to the market here. Even though the Energy
Department actually noted a small decline--the first in 11 weeks--in the
national retail price of unleaded gas, prices may not drop substantially
right away. In fact, because stockpiles are so depleted, they may actually
stay high into the beginning of the summer driving season.

Energy Secretary Bill Richardson personally lobbied OPEC members to
boost production, but Iran, in particular, resented the heavy U.S.
arm-twisting. It was the lone holdout Tuesday against a bigger increase
in production. Still, OPEC members are already cheating on their
quotas--eventually cartel members always cheat--and oil traders are
convinced prices will falL Futures prices for May delivery peaked as
high as $34 three weeks ago but have already dropped below $28 in
anticipation of higher production.

Americans seems to think the Bill of Rights includes cheap gas. It
doesn't. Oil is a commodity that fluctuates in price, just like beef or
wheat or orange juice. It has tripled in the last 18 months or so because
prices fell so far so fast in late 1998.

They have now overcorrected on the high side. Left alone, this
supply-demand imbalance will right itself at a price that allows
producers to make a buck and American consumers to drive their
gas-guzzling SUV s without going broke.

This is not a "crisis." It's Economics 101. Politicians should be ashamed
of themsel ves for trying to whip consumers into a frenzy over
something that, adjusted for inflation, is still cheaper than it was in the
1970s.


