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market price for new gas for some time well above its long-term
equilibrium price and give producers windfall profits. In the intra-
state vs. interstate gas controversy, deregulation advocates argue that
a policy which has proved such a demonstrable failure in the interstate
market should not now be extended to the one market whevre price has been
determined by competitive forces and which has therefore not suffered
the distortions and consequent shortages of the interstate market. Further-
more, rolling back existing intrastate prices for new gas, which the
proposals for intrastate control would do would be unfair to producers
whose investment decisions to search for and develop this gas were based
on the assumption of continued free market prices.

Proponents for extending price controls to the intrastate market point
out that as a consequence of the higher intrastate pricés 80-90% of all
gas found in areas under state jurisdiction in the last several years
has stayed there, thus contributing substantially to the growing shortage
in the gas deficit states. They see the extension of controls to intra-
state markets as necessary to give interstate buyers equal access with
intrastate buyers to this increasingly scarce resource. If this were
done through deregulation, they argue, it would raise the price of both
interstate and intrastate gas substantially, given the large unmet demand

(actual and potential) in the interstate market.

The Proposed Compromise Price

A1l of the above arguments have some validity and all have consider-
able partisan support. The question is whether a compromise can be reached

which is logically justifiable on economic and equity grounds and thus
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