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Energv, Vater and Environment -=
Institutional and Policy Aspects—

by David J. Alleezl

_This paper will present a definition of the scope for institutional
and policy analysis. It will then summarize the general institutional
problems identified for the enerpy-environment questions. Some of the
details and opportunities of water-related problems in the Northeast
will be introduced. Then a rough strategy for how water institutions
might respond to the energy opportunity will be sketched. The results
should be gquite familiar to students of water policy because the ele-
ments of the accommodatlon of legltlmate conxllctlnn 1ntereots are so
91m11ar. '

What is the Institutionsl-Policy Analysis Turf?

Every discipline or problem area has its own point of view and a
potential contribution to policy analysis. The organization of informa-
tion to provide knowledge for decision making must use inputs from dif-
ferent sources if the character of decision-making outputs are to change
significantly. Institutional analysis should concern itself with the
informal rules and formal regulations, with the incentives and disincen-
tives for altérnative behavier, and the organizations available to get
specific and unspecific things done, Institutional analysts should
alsc concern themselves with the various active and potential partici-
pants in the decision-maling process, their resources for participation
and tne stake they have in part1c1patLon.

”The economic analyst who operates in the tradition of micro and
macro economics is oriented toward identifying that decision which
those affected would choose if they could choose (given the usual cav-
eates of the winners being able to bribe the losers). But here the ob~
jective should be to design the structure for decision meking such that
those affected by & decision would agree that the balance of interests
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was appropriate. In other words, what set of institutional arrangements
would we choose to choose for us if we could choose the choosers?

Such an analysis must have both normative and bahavioral components.
Some normative rules can be drawn from economic-like reasoning, but most
seem to follow from concepts of democratic government, from notions of
equity rather than efficiency., Behavioral guidelines follow from the
observation of participants and institutions, from some reasoning based
upon the social-psychology of the participants and often from deductiouns
based upon an understanding of the technical processes involved.

The following propositions were drawn up in this spirit by a group
who examined the institutional problems associated with envirommental
‘aspects3?f the energy crisis at the behest of the Senate Interior Com-
mittee.=~ They should look quite familiar to students of water imstitutions,

_ . First, the kinds of restraints on enerzy produc;idn and
use to deel with envirommental effects which will best serve
the public interest cannot be scientifically determined.

Second, it is assumed that. in general, a decision by a
governmental entity is in accord with the public interest if-
(2) the views of those affected by _the decision have been

 taken into account in the decision and (b) the views of those
affected have been based upon the best available information
about the consequences of alternative decisions.

Third, becgﬁse of'the'large number of issues with whigﬁ

government is concerned and the manv facets of the problems
that must be considered, the reflection of public views on

the enviyronmental effocts of enmersy production and use cannot
be achieved solaly throusgh the processes of eleciion of public
officials, such as chief executives and legislators; there- -
fore, supplementary processes are vequired, Co

Fourth, studies in political science and administrative
behaviour clearly demonstrate the tendency of administrative
anencies to be strongly influenced by well organized interest
aroups, both puklic and private; interests that are not well
orzanized ~- even thoush larze ~- tend not to have their views
reflected in the decisions of administrative azencies.

3/ Extracted from I. Fox, D. Allee, gt. al., "Institutional Arrange=-
ments for Dealing With the Environmental Effects of Enersy Produc-
tion and Use." A contribution to the Summary Report of the Cornell
‘Ylorkshop on Enerey and the Environment sponsored by the National
Science Foundation and the Cormittee on Interior and Insular Affairs,
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Fifth, studies of individual and oxsanizational behaviour
have demonstrated that the alternative policies and prosrams
that an individual or group considers.relevent, depend upon
the experience and interest of the individual or group; there-
fore, an adminisirative agency dominsted by individuals trained
in a particular profession or infiuenced primarily by one in-
terest group (such as the petroleum industry) will tend not to
view as relevant, alternatlve programs that would be consid-
exread de51rable by_an_agency dominated by another pro£e531on oY

another 1nterest group.

Sixth in view-of the foregoing consziderations, it is
concluded that the overall public interest will be served
best: 1f:

A, Legiclative bodies define as preciselv as practi=
cable the policies vhich administrative asencies
are o administer,

L. Costs or damases to the environment caused by en- .

ergv production and use are borne by those creat-
nz them to the fullest extent practicable.

- e

C. Each sionificant ser of interests in soeciety is
equipped to identify the kinds of policies and pro-
zroms which will best serve its interests and pre=
sent these views: forcefully to those who make the
decisions in behalf of tvhe public.

D. The institutional styucture provides arenas in
which the diiferinz interests can bargain about
their differing objectives and programs, rather
than allowinz individual decisions to be made
without the trade-offs being considered.

The panel whlcn agreed upon the above propositions then identified
the following four 11m:i.tat1.onu of the then existing institutional ar-
rangements in the energy-enviromment area at the federal level,

1. Inadeguate provision is made for develonine and provid-
ing op a continuous basis a solid foundation of informa- -
tion gzbout energy resources, the production and use of
enerey and the environmental effects of these activities,

2, There is ipcontrovertible evidence that because of the
 imbalance in the influence of various sectors of society
over public enersy decisions, existing decision malking
processes do & very unsatisfactory job of reflecting so-
cial nreferences in this avea of public activity,

S5+ Energy policies znd programs and resulztory decisions
are made at a number of separate locations in the fed-
eral govermment so that there is little opportunity to
balance off the inter~relationships eamong individual
decigions,
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4, Resulatory responsibilities are interwoven with prozram
responsibilities leading to a confusion of the responsi-
bilities_of resulatory bodies. On the one hand they ave
expected to be quasi-judicial in nature and weigh com-
petins claims objectively. On the other hand, they are
expected to promote particular programs in which some
groups have a special interest. :

_While progress has been made in almost every one of the above lim-
itations at the federal level, the remainder of this paper will seek to
explore the possible adjustments that might be made with special atten-
tion to inter-relations with water institutions and the regional level --
particularly the multi-state wiver basin as a management region. However,
this examination will have more significance if it is first placed in
the context of an analysis of the overall problem. This is essentizlly
an institutional analyst's version of the other three toplcs designated
for this panel. ' S

&/

[N
Technical Flexibility is Substantigli~’

The Energy Policy Project of the Ford Foundation has tentatively
concluded that within the range of possible institution changes there
is substantial flexibility to achieve energy needs. ZIExpanded consump-
tion at our long run historic rate (3.4 percent per year) can continue
to 2000 with at least three significantly different mixes between im-
ports, domestic fossil fuels and nuclear development., A growth rate
of half that level is secen as possible through applications of known
conservation technology. Perhaps optimistically, behavior that would
lead to such a reduction in expansion is seen as nearly within the range
of incentives that resulted from shifting full costs of energy use and
production to the market place.

The greatest savinss in this lower level of energy use are seen
as coming from a relatively small number of the present uses of energy.
Space heating and cooling through greater use of heat pumps, insulation
and solar energy are seen as needing only small shifits in relative prices
to be practical generally to the user. Industrial heat production ac-
counts for over a quarter of emergy use and can be made more efficient
through heat recovery, combining steam production with electricity pro-
duction, use of heat pumps, etc. Smaller cars, radial tires, stream-
1ining, power train redesign, diesel engines, expanded mass transit use,
and the like are the key to conservation in this large energy category.
The result of such changes is the ability to make much wider choices in
near~term supply development. Only one of the major energy sources --
oil imports, domestic feossil fuel or nuclear power -- need be developed

4/ This section draws heavily from Freeman, S. David, ek, al., Exploring
Enerpy Choices == A Preliminary Report; Energy Policy Project of the -
Ford Foundation, 1776 lassachusetts Ave., N.W., Washington, D. C.,
2003¢; 1974, _ '




significantly, Alternatively, the environmentally least disruptive mix
of the three could be chosen =-- if we have the institutional capability
to make a considered choice. The breathing space in supply development
could be put o more care and study of our long run options.

If all existing subsidies to energy production and use weve rvemoved,
to the extent possible, would the resulting prices be enough to achieve
growth in demand of half the historic rate? Probably not., Other changes
seen as necessary include better information to the consumer on what en-
ergy use (and operating cost) is associated with the various zppliance
and housing options presented, Financing, organizational arvangements
;and other institutional changes to make low energy options for transpor-
tation, space heating and cooling, etc., really competitive options,
would be called for. Depletion allowances and favorable freight rates
for raw materials as opposed to recycled materials, differences in trans-
portation subsidies, research and developmeni expenditures on energy
congumption efficiencies at least equal to those on production improve-
ments are all areas of potential policy change. The enersy problem to
the year 2000 does not appear to be so much technical in nature as it
does institutional. :

Special Problems in the Northeast

Ihe Northeast enjoys some of the lergest aveas of high density pop-
ulation in the nation. Envirommentally, it probably contains the pecple
and their activities about as effectively as any part of the nation,
thanks to its higher rainfall per acre. The scars heal more quickly.
But the "FTaustian Bargain” of nuclear pever presents a specizl dilemma
in this situation. The perceived risk of nuclear accident -- of deslgn-
‘ing, building, operating and disposal of waste without flows -- seems
greater wherxe there are so many to be affected. Yet Imported oil is
not risk-free and coal development will only partly export the eavirone-
mental problems of supply development. All three modes usée water to
transmit their envivonmental conseguences. Nuclear development seems
to eall for institutional capacity the like of which man has not achieved
before and it is not at all clear that he has achieved it vet,

Coastal zone management -~ with power plant siting, oil spills,
and lovw energy use navigation -~ is giving us a chance to develep and
test new. arrangements to manage natural resource use. The problems are
quite similav to those faced by the river basin as a unit of management,
Coastal zone management ils providing a focal point for a different set
of relationships between levels and agerncies of govermment, howevert,
The basin agencies -~ and vwhatever other regionsl management concept
becomes fashionable next -- may have much to learn from this developing
experience. Perhaps it will be 2 veturn to the metropolitan region with
energy conservation as the organizing concept.

Acid mine drainage is a most frustrating problem and has been with
us in the Northeast for many years. It is not easy for the operatinz
mine to prevent the leaching, aeration and other processes that lead to
the acidification of such huge amounts of water. But vhen the mine is
sbandoned and was worked with no thousht to the problem correction becomes




complicated indeed. Various methods of .sealing and treating have their
 proponents and detractors. Those that represent high one-time invest-
ments with limited year-to-yesr management offer the potential of appeal-
ing to the political processes of water projects. Action programs by
the Corps of Engineers and Scil Conservation Service suggest themselves.
Alternatively, treatment approaches requiring continuing expenditures
may better lend themselves to state and rvegional initiatives, with some
federal inducements. The trick will be to insure that the appropriate
. burden of cost ig placed on the active mine operation (which will only
- in part be passed on to the fuel consumers). The abandoned sources of
acid will have to be a public burden and probably only funded partly,
if at all, by the direct beneficiavries, Our history of dealing with
pollution from marginal, cbdolete industrial plants inareas of 'limited
alternative employment suggests that néw reglonal spproaches are called
- fow. Perhaps the Appﬂlacnfa model will appiy.

. Cooling water ghould provide 2z more Immediate test for our slowly
developing basin management arrangzements to meet an energy related en-
virommental test. Both the Delaware and the Susquehanna compact commis-
sions have the opportunity to deal with power plant sitins, The Delaware
has considered development of genereting capacity less than projected in
basin demand growth; the Susquehanna has had a proposal of more generat-
ing capacity than growth of projected demand in the basin. The Delaware
-could then be said to be importing electric power and exporting emviron-
mental impacts. The cooling towers of the next power plant that goes
.on line aleng the Susquehanna may. put the assured low f£lov below that
Mumlmubenaw%ﬂasﬂmmummmtobedsdmmmim(mmqm%enwu
Varying temperature standards to reduce evaporation isn't likely to be
an acceptable solution, It will be interesting to see how the flow reg-
_ulation required will come about. Good dam sites are scarce; and ones
without controversy may not exist at all

' If the state-oriented basin commissions can't deal with these con~
flicts, will the tvraditional federal agencies fare any better? It scems
clear that the Congress would welcome a lower level of conflict in wa-
ter development. 4And in the East as in the West, energy related oppor-
tunities may give our water institutions a nev chance to find ways to
deliver the bacon without burnt Congressicnal fingers. What will it
take? It is doubtful that controversy can be avoided., The issue is
"where can it be best resolved:"

_Raqulrements for Suecessful Response Lo the Enerasy Crisis by Waker
Institutions

If the water institutions fail to resolve the pending conflicts

they will be managed in other avenas to the detriment of the scope and
influence of the water institutions. This does not mean that all par-
ticipants in the decision=making process must feel and sound satrisfied.
That just doesn't happen very often in the accormodation of legitimate
conflicting interests. That can and nust happen is that a working ma-
jority of the other participants feel that any one other participant was

- reasonably and fairly dezalt with. Unilateral accommodaticn rather than
bilateral accommodation is much mere to the point., Thus the triek becomes
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searching out those accommodations that will be generally recognized as
falr and reasonable., The above elemenis can be drawn upon to provide
the outlines of one or more strateszies for finding such accommodations.

First, the water agencies could turn their very considerable plan-
ning capacity toward correcting the inadequate information about energy,
particulariy as it relates to water as a transmitter of environmental
effects. Everything is linked to everything else but sometimes the ef-
fects are far less than as imagined. Water is often the medium that
has to be understood to verify impacts.

Second, the water agencies could and should develop access to the
decision-making process for interests that will lead te a more balanced
reflection of social preferences in the overall energy decisions. . For
example, the woderate envirommentalist might see the water agencies'
participation as leading to more envirommental responsiveness than if
the energy decision system went its usual way.

Third, the water agencies, as an elaboration of the first point,
could use their familiarity with the total physical water system and
the related ecosystems to provide more informed coordination between
energy modes and otherwise unrelated energy decisions. For example,
hydro-electric facility permits, among others, come up for periodic re-
view. The envirormental consequences of substitute forms of power should
be set agalnst the envirommental consequences of alternative future op-
erating rules and the like. '

Fourth, the promotional and developmental functions and the regu~-
latory functions of water agencies should be kept as distinct as poss-
ible rather than compounding the alvready difficult problem in the energy
agencies,

Finally, the water agencies have opportunities and a stake in de-
mand management. Enersy conservation and the resulting breathing space
for supply development may allow them to play a more positive role in
the long run solutions to the energzy problem. But also greater credit-
ability and opportunities for envirommental accormodation may be found
in energy conservation promoted in water-related decisions.

The general problem in dealing with the energy-water-environment
questions is the same as that we have faced in the water-enviromment
questions that have occupied our attention lonser. How do we achieve
the institutional flexibility to make the best use of our considerable
potential technological flexibility.
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