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(b) The period following the 1979-81 shock. This period was rather different
World oil consumption fell substantially and OPEC's production fell awginer because
of increased output from non-OPEC sources (mainly from Mexico, Alaslke United
Kingdom and the Soviet Union). The asymmetry in the market respdtesahe first and
the second oil price shocks is an interesting issue but a dedaidybis is rather outside
the scope of this paper. The main reasons for this asymmetry éamnnigein a) the effects

of policy-induced oil conservation (the response of the governments -obr@lming
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countries was much more effective after the second ratherhtdinst oil price shock); b)
the lasting recession in the OECD countries after the secomia@l shock; and c) the
presence of time-lags. Although non-OPEC producers invested in oil pngdiagpacity in

the early 1970s, oil production from these sources came on streamlateti®70s and

early 1980s: the same applies to oil conservation efforts.
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In the presence of these factors (and as recent events have ghiswminly the
willingness of Saudi Arabia to absorb the cuts in OPEC demand thgtrbeented the
nominal official marker crude price from falling even furthefhé real oil price has,
nevertheless, fallen substantially: see Figure 2). In this coatpsite decline might occur
either as a result of Saudi Arabia's inability to continue acsg swing producer in the
face of falling demand for OPEC oil or as a deliberate attamgbrce the other oll

exporters (not only OPEC members) to observe some rules of co-operative béhaviour
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