Gas Pipeline Corner:

Learn From Experience or Repeat the Lesson
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In the mid-1970s Alaska was christening an oil pipeline and locked in gas pipeline debates.  Oil revenue and great wealth were a certainty; a gas pipeline was icing on the cake.  Now, 30 years later, the gas pipeline stakes are higher.  State revenues are 80% dependent on declining Prudhoe Bay oil reserves.  Making a gas pipeline reality now is much more critical than in the 70s.

Current status of Alaska gas.


The U.S. House of Representatives and Senate have each passed a version of President Bush’s energy bill, H.R.4.  Each house appointed members to a conference, charged with creating a compromise version.  The Congress is on summer recess now and conference staff regularly meets with the White House staff to seek areas of compromise.  Goal is to have as many compromises ready as possible by the end of August.  Congressional leaders want to pass a completed energy bill before October 1.  


Two tough controversies relate to Alaska: ANWR and gas pipeline incentive legislation.  We’ll see plenty of fireworks on these issues in September.

Similarities, Then & Now


By the mid-1970s Alaskans were completing the Trans-Alaska oil pipeline and organizing a political army supporting El Paso’s ‘All American’ gas pipeline and LNG project.  Senators, governors, chambers of commerce and the Organization for the Management of Alaska’s Resources (OMAR) lobbied their personal preference untiringly.  Gas would be moved down a 42” pipeline to Gravina Point near Valdez, liquefied and shipped by cryogenic tankers to the west coast.  There the gas would be moved east by reversing the flow of east-west gas pipelines.  Producers and gas pipeline company studies found the concept uneconomic.  So did the Federal Power Commission (now, the Federal Energy Regulatory Commission, or FERC).  In summer 1977, the FPC recommended to the President, approval of either a northern route through the Arctic National Wildlife Range, or a southern route (along the Alaska Highway.)  El Paso was out.  On July 4, 1977, Canada’s National Energy Board (NEB) disapproved the northern route due to unsettled Canadian Aboriginal land claims, leaving only the Alaska Highway Natural Gas Transportation System (ANGTS).  ANGTS was never built due to lack of economic feasibility.

Today, the same three routes fight like modern-day gladiators in the public opinion arena.  Though El Paso has evolved into an Alaska Highway route supporter, CSX’s Yukon Pacific Corporation now promotes El Paso’s old concept as the Trans Alaska Gas System (TAGS).  Today’s TAGS would move the gas to the Valdez area, liquefy it and transport it to Asia and the West Coast.  No government, gas purchaser, gas pipeline company or producer has pronounced the concept economic.  Foothills Pipe Lines Limited promotes the southern route but producers have shown no interest in using Foothills even if the Highway route is ultimately approved.  Arctic Resources Corp. of Houston promotes a 100% debt financed, 100% Native owned northern route, but lacks support of any government or producer.

What have Alaskans learned…or, what should we have learned?

Probably 90% of Alaskans including this writer would prefer a trans-Alaska or Alaska Highway gas pipeline, with the construction boom and gas access advantages.


But observing past lessons, I now conclude our most pressing need is revenue.  The cheapest route provides Alaska with the greatest revenue, since we get a 15% severance tax and 12.5% royalty on the gas’ wellhead value.  Our interests are more aligned with gas producers than politicians will say out loud.  The producers now say no route is economic.  Without Congressional and Alaska incentives now, while momentum and interest are high, the next generation could still be struggling to build a gas pipeline.


Last year, the Governor’s Alaska Highway Natural Gas Pipeline Policy Council and the Legislature’s Joint Natural Gas Pipelines Committee spent millions of dollars.  The money was wasted since no Alaska gas pipeline incentives resulted from the dozens of expensive meetings.   


It’s time for politicians to quit telling investors and gas producers how and where to build a gas pipeline.  It didn’t work in the 1970s and it won’t work now.  It is time for Alaska to ask investors and producers how we can help make any project work.
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(The author is president of The Harbour Company, a public affairs consulting firm.  He is also publisher of a public service website, Northern Gas Pipelines, http://www.arcticgaspipeline.com/)

