Gas Pipeline:

Let’s Lay Our Cards On the Table!
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We citizens are like nervous family members watching gas pipeline players in a high-stakes Las Vegas poker room.  It’s an ‘all or nothing game’.  There are three major player groups: Alaska gas producers, Alaska politicians, and various advocates of particular routes without a true stake in the game.  Let’s say that if all projects fail, the Dealer wins.  We’re cheering our champions on, jeering or sitting tensely as the dealer smiles at the chaotic crowd.  


Now join me in a fascinating exercise: analyzing the players.  If this rings true, maybe some readers will bet on different players.

· Alaska gas producers.  Editorial writers and politicians delight in attacking big companies.  The Enron debacle injured perceptions of the energy industry.  In spite of imperfection, however, big oil is the major wealth producer in Alaska.  Companies are highly regulated.  They are conservative and don’t risk reputations which could jeopardize their mission of delivering profits to shareholders.  To make profits, they require a reasonable regulatory and statutory environment and the general goodwill of citizens who influence government.  

· Alaskan political leaders.  Rare is the politician today who doesn’t dance to the pollster’s tune.  Frankly, today’s politicians seem more like ‘followers’ of public opinion than ‘leaders’ of it.  If there is general sentiment for an “All Alaskan” this or that, then the politician slips smartly in front of that parade regardless of cost or economics.  Financial and ego-related benefits accompany elected posts.  Important private sector folks give you campaign money and make appointments to see you.  They testify before your committees.  You enjoy lucrative retirement programs.  You travel to conferences around the world.  When you attend a meeting, you claim a day worked during the non-legislative session.  You find financial benefit for your family in the process of gas pipeline controversy.  Your role in the process would diminish if a pipeline were built.  

· Advocates.  Often, their rhetoric is the most strident of all the players, though they have little ante on the table.  They advocate various routes as ‘middle men’, often quickly attacking competitors, government and producers.  Profitability of gas sales is not their concern; they don’t own any.  Percentage netback to Alaska’s government in the form of royalties and severance taxes doesn’t concern them.  In effect, they lobby for gas pipeline concepts that, if approved, place them in a position to profit from a job, a contract, or as an operating company.

· Dealer.  He wins when every project loses.

Alaska’s government 80% depends on oil and Prudhoe Bay production is half what it was 25 years ago.  Elected leaders are spending $1 billion more, annually, than we take in.  The savings accounts funding the deficit will be gone soon, bringing fiscal crisis to our doorsteps.  Some politicians are retiring with a lifelong monthly check as the storm clouds build.  These are the ones who didn’t resolve the deficit and said, “Build the gas pipeline my way or leave the gas in the ground.”

Like many readers, I have no direct stake in this game.

Like most readers, I have an indirect stake.  A gas pipeline could provide only a fraction of the $1billion annual deficit, but it’s a big fraction.  

I watch other citizens around the poker table.  The contractor wants maximum construction.  The villager wants subsidized energy for his village.  The Interior resident thinks a petrochemical industry in Fairbanks is feasible.  The Kenai businessman believes it would be economic to build a North Slope gas pipeline branch to Kenai, through Anchorage of course.  Chaos.

Simply, I want maximum revenue to Alaska from any project.  I want gas revenue to help our fiscal crisis as much as possible.  Our interests coincide with the gas producers, if we both want maximum profit.  

Some friends around the table are trying to force politicians to do what benefits them, but their win would come from our pockets.  A less profitable pipeline may benefit contractors, but a more profitable project better helps municipal, state and educational services survive the fiscal gap at hand.  The less economically feasible the project, the more taxes or PFD income we’ll give to support government.  The more political pressure, the more chance of no project at all.

I’m putting these cards on the table: all meddling, heckling and cheering from the grandstand should stop.  Relax: let the gas producers find a profitable project and let’s support them.  After all, they’ll be the major investors, not us.

Not supporting gas producers adds to the chaos in favor of the dealer.  If the dealer wins, the gas stays in the ground and we all lose.
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