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N | o G_rié_b_e_now,_._.j_t is. -pa-rt-ic-u 1ar1yfitting for -me-to-be-before you-- o
addressing the issue of how this nation should organize itself to man~
age its water resources. The Upper Mississippi River Basin Commission
has developed an outstanding record, with very limited staff and funds
and minimal formal authority. You have shown that a lot can be accon-
plished. How? By paying attention to people. By striving to bring
together the necessarily many different agencies and levels of govern-
nment that have a stake and role in managing this most ubiquitous natural
resource. I will urge several policy options that will, among other
things, provide you and other basin cormissions with a wider role. But
first let me point out what T am going to cover and indicate how the
university community has itself organized to respond to other important
elenents of the Carter water policy initiatives, ' '

I will have time today to touch upon only a few of the organizational
issues that should be addressed. While they are a part of the topic
"Institutional Arrangements" included in the ‘July 15 Federal Register,
they are addressed only partly in that and other sections, Many of the
problems raised throughout the document will be golved differently than
they are today, only if the cast of participants =1d the resources avail-
able for such participation are changed. I will not cover reorganiza-
‘tion-at the federal level., Except for planning, reorganization is also
omitted from the July 15 document, presumably because other parts of
the Carter adninistration are addressing that task. In any case, chang~
ing the basis of participation at the interstate river basin level and
the intermunicipal local level rnay be much more wuportant for water man-
agenment, - ?

1/ Notes for_femarks presented at the regional hearing on water policy,
July 28, 1977 at Minneapolis, Minnesota (Federal Register, Friday,
July 15, 1977).

2/ Professor of Resource Economics, Depértment of Agricultural Econ-
omics, Cornell University, Ithaca, New York.
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Others in the university community will be commenting on topies

which I cannot. The Universities Council on Water Resources (UCOWR) .
consists of almost all of the universities with organized, nulti-diasciplinary
programs in water resources. At its annual meeting, this yeaxr at South

“Dakota State Unlversity, Brookings, July 24-27, UCOWR established a task
foree to respond to the issue papers and on which I serve. This task
force will deal with the July 15 papers 28 well as those to be issued
later on Water Law, Water Quality and Research. In order to meet the
deadline, we will be drawing upon a previous, more considered, effort
that included a week long workshop with the title, Inteprating Water
Quality and Water and Land Resources Planning. At this time I would
like to subpit for the record of this hearing The Report of the Work
Group on Institutional Arrangements from that workshop which provides
more detail and analysis than I can cover here,

The analysis of that work group puts particular emphasis on the
benefits and weans of strangthening the inter-interest bargaining arenas
at the interstate river t isin level and the intermunicipal local level,
Our focus was on integrating planning for water quality, for water de-~
velopment and for land use, The distribution of political resources ap-
plied to each of these resource nmanagement tasks is so different that
integration calls for emphasis at the points where the three govermmental
levels come together. Local governments dominate land usé; state govern-
rients are more ioportant.in water quality than in land or water develop-
ment., The construction agencies give the federal level more direct ca-
pacity in managing water development than in land use or water quality.
When it chooses, a relevant agency of any one level can usually frustrate
an initiative of either of the other two. -

Bargaining between the levels of govermment is continuous and rep-
resents many interests. Of course, some are befrter represented than
others, both overall and at any one level. The system will provide
different results if the arenas for bargaxnlng are changed and the re—
sources available to those participating are shiftad. Indeed, unless
this happens, precious few of the options proposed will make much diff-
erence. To say that the role of the states or local sovernments should
be strengthened has little teaninz unless you say how this is to be done.
Our analysis concluded that 1f state participation were strengthened
through basin commissions in particular ways, and local governments’
through regional consortia of govermments in particular ways, that the
balance of interest nmight be much more desirable.

Consider the "golden rule" of American polities ~- those with some
gold have something to say sbout the rules. To a considersble degree,
unless an interest has the potential to influence the budgeting process
its concerns are less likely to be taken into account. The concerns of
a particular interest are taken into account best when those involved
in public management and project design take those interests into account
as a matter of professional interest and expertise. Thus, providing
funds or the opportunity to influence funding and staff capaclty are key
ways to strengthen partic1pat10n and change resultsu“‘
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Strensthening the State Role Through
Biver Basin Coomissions (RBG)

VYhy choose the river basin as a focus for providing access to the
funding process and for augnenting staff capacity? Technically, river
basins are excellant nanagenment units; they are the systen that trans-
nits externalities, that gives definition to the cormon resource. TFor
example, -sore biologists see the watershed as the best sinple definition
of an ecosysten. Politically, viver basins put the state~to~federal,
state-to-state bargaining into a context where the terms and conditions -
should be different from basin to basin because basins differ greatly
fron one another, . It will be less efficient for states to bargain sep=
arately with the federal govermment and then each other. Tt should be
nore efficient for the federal govermment to influence loeal sovernnent
behavicr if they work out the broad terms with the basin states first.
This follows logically fron the constitutional relationship between the
states and the locals, ani from their many program and fiseal relation-
ships. Attention should be given to the proper balance of state and
federal participation in pasin cormissions. Given the need for a Title
II Basin Chairman to develop a constituency arong his Governors, the
difference with that of Compact Cormissions nay be more apparent than’
real, but should be reviewed with care as new roles for RRC's are con--
sidered. _ '

An inportant option for an RBC role is a real voice in recovntending
to the President and the Congress what should be the composition and
level of the budgets of the several federal agencies. Basin budgeting
has been practiced by the Corps of Enginecers, but analysis of budget
rYequesis across all functions and agencies at the basin level is not’
done by anyone. If the basin is to be any sort of a management unit, -
such analysis is fundamental. The data collection problems of the Sec=
tion 8C cost-sharing study by the Vater Resources Council suggests that
to date RBC's do not even have a good inventory r* what is being spent
by whom and for what. Close cooperation between (0B and the RBC's and
testimony before the Congress are obviousiy invoived at a ninimum,

Cost sharing for special social and environr ental objectives throuzh
RBC's should also be considered. The Appalachian Regional Commission
has denonstrated this means of influencing others to achieve mutually
agreed-upon federal-state objectives. ' '

The politics and requirements of needed ausmentation of technical
analysis present another option. The evaluation of envirommental, so-
cial and regional developnent effects of projects called for in the
later Resources Council's Principles and Standards usually is poorly
done. MNone of the prinmary water agencies are well staffed for environ~-
nental, social and regional developnent analysis, and there are substan-
tial economies of scale in such analysis. The present arrangenents lead
to very uneven analysis, at least, and biased analysis, at worst. The
RBC's could provide data bases, assistance in évaluation and design,
and affirn the final results. Equally as important as the cconomies
and effectiveness that could be obtained through RBC's, the gpecialized
staffs and state~federal nature of the RBC's would provide a needed point
of access for interests that are concerned with these diffused objectives.




el

Regulatory autherity is currently exercised by the Delaware and
Susquehanna RBC's. Like most such authority, it has achieved only a
little more than those being regulated are prepﬂred to acecept. But that
little is enough to justify its consideration as an option. Reoulatory
authority changes the bargaining conkext someivhat and wiay vesult in g™
wore. formal and considered treatment of the public interest.

Repeatedly changes in pricin » chareee as 1ncentives and shifts in .
subsidies, are considered in the Policy Study papers. But how and who
is to carry then out is left vague. Pricing is being applied in the
Delaware through the RBC and is under study by the Susquehanna. COppor-
tunity cost pricing makes economic sense; spplying the principle throush
RBG's nay make administrative and political sense because it can be
worked out to deal with the very different condltlons in each basin and
can be selectively imposed, :

Strengthenine the Role of Local Goverrmments  -

Loeal covernments probably have nore potentlnl - ooth realized and
yet unrealized ==~ to inteprate and cocrdinate ﬁovernmental services from
state and federal agencies than any coordination arrangements devised.
so far at the stete and federal level. While local govermments can ine
fluence state and federal decisions substantially, they atre nonetheless
often limited to choosing between what is offered, - Of course, it is
cormonplace to cbserve the parochialisn of loecal governments and problems
this creates in intergovermmental competition for development. The cone
ventional wisdom is to seek an urban centered region as the arens for
hammering out more efficient and comprehensive development programs.

But rural areas need special attention to increase their governance ca=
pacity in resource nanagement. Rural areas tend to have good access to
state govermment and strengthening the capsbility of state agencies to
provide staff support is 2 strategic option, Note that by chance rather ...
than design, the 208" water quality planning provran has evolved along.
exactly those lines.

Water quality planning is not the first federal progran to have
utilized a multi-jurisdictional local approach to resourcé nanagement
and plaunin . Coastal Zone Management (Cormerce), Urban Studies (Corps),
Total Water Management (Bureau of Reclamation), Rescurce Conservation
and Development (Soil Conservation Service), Development Districts (Zcon-
omic Development Administration), Local Development Districts (Appalachia.
Regional Cormission) and several HUD programs are but some of the current .
exanples of federal programs that operate at that level. Characteristic~ .
ally, funding has been sporadic, fattening'the coffers of the consulting
firms more than they have left behind expertise in an 1ncreqs1n01y effec-
tive intersgovermmental institutional ar rangenent. Likewise, sporadic
funding has made regional planning agencies beconme experts in grantsnan-
ship where the plan is the product. Problen solutions actually put in
place will not come about with short tern, quick and dirty studies.
Providing for continuity in funding for this approach to stren'fthen:lnp'
local participation is an important policy option.



Note that intermunicipal planning agencies should become building
blocks in two coordinative systems ot once. They should relate to the
river basin and to the state. By the nature of counstitutional and other
progran ties the linkages to the state should be dominant. Thus, if
they are made effective in servicing local goverument offlcials, they
will strenpthen both state and local part1cipation.

- Increased local capacity should lead to wmore initiatives at the
local level for solutions to their own problems. Indeed, some students
of the water policy fleld foresece the day when direct federal construce-
tion could be limited to only the largest nultl-state projects. Local
perception of flood risks will continue to be biased but perhaps not so
badly as today., Local myopla toward downstream water quality will con-
tinue. Higher discount rates and shorter planning horizons, lower sen=
sitivity to broad social goals and national needs will all call for sub-
stantial federal investment, suidelines and initiative capacity to nmake
“up for local shorteomings, But increzssed local capzcity to use tech=
nical expertise and to influence funding options should lead to solutions
that are less eapital intensive, less structural and more management
dintensive., Indeed, water projects in the future should become management
arantg to carry out an agreed-upon desgign rather than financing of con-
struction grants as is the present standard for most of the $12 billion
" or go spent annually by the Federal Treasury on water resources,

Implementinc the OptiOﬁs

Mbst of the options laid out in the Xssue 1nd Option Papers need
the orpganizational changes sugpgested above, or something comparable, to
be effective, Only 2 few of these can be covered here,

In issue area No. 1, plamning and evalustion objectives are seen
to produce several problems. Federal policy is inconsistent by funce
tional area and a part of this is that only direct federal construction
is covered by the Water Resource Council's Principles and Standards
(P&S) . Options for how to anncunce a federal role are discussed (1A3)
and what the federal role might be (1A4). Either implement everything
by federal agencies or nothing: comsolidate existing grant and loan pro-
grams and make them consistent With federal implementation through P&S:
or simply apply P& to the existing pattern of grants and loans. Obvi-
ously, the last option is the least disruptive and appears to promise
the least until one considers that the Principles and Standards ecould be
more effectively implemented throuph supportive services provided by the
RBC's than at the Washington level and through the agencies.

Planning and evaluation procedures are seen as 1eading to a federal
orientation toward construction rather than non-structural nanagement
techniques (1B53). Note that this implies applying cost sharing, regula=-
tory, and technical assistance skills that are more highly developed in
water quality than water quantity nanagement. Roles now played by state
and particularly local govermments are called for to implenment non-
structural measures, Cost~sharing rules that are more evenhanded between
federal funds for operation and maintenance (0&M) as opposed to construc-
tion, are obvicusly essential. Federal funding of local operating costs
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has been shunned in so-~called public works programs. But how do we gain
experience with 0&M cost sharing, limit abuses and enhance effectiveness?
Basin and regional organizations can have greater capacity to work across
aaency and jurisdictional lines and bargain out the neaeded new quid pro
quo's, than individual agencies at elther state or federal leVel

Cost~sgharing options, as laid out, also ¢consider changes in finane-
ing and shifts in initiative which would uhanve the p01nt of view under
which a project proposal is developed. The need to insure that all the

nany fedetral, state or local interests are adequately represented whex-
ever the initiative for proposals is shifted, suggests linking changes
in cost sharing to changes in bargaining arena.  As presented in the is-
sue and option paper, discussion of cost sharing 2s an incentive to en-
courage congideration of interests not well represented by the current
project developers is limited, Vhen the incentive concept is considered
the orgzanizational questien is obvious. Who has to agree can be as io~
‘portant as the share and the function the cost share is supposed to be
for.

Under the heading inatitutional arraungenents concern for instresn
flow is expressed, In ewvary option, realiiy suggests a bargained result
between interests with warying degrees of access at federal, state and
local level. The results should be nuch greater if osn open, institution~
alized process were desizned that relied more upon public education and
competent analysis and less upon adjudication in the courts, Basin and
regicnal bargaining arenzs have that potential., The Delaware and Sus-
quehanna are well underway because of their unique compact arrangenments.
‘Problens of integration of water quality and water quantity (3-3) is where
the original UCOWR workshop started their analysis. Conjunctive nanage-
ment of zround and surface water (3-3) and inflexibility of allocation
arrangenents {3~4) and all of the elements of issue area No. 4 -~ Conser-
vation == are likewise subject to implementation through either the river
basin organization or the loeal regional organization or a combination
of the two. I invite you to go down the lists of "provide for...",

"require the ,..", "establish a Federal-State progran for', statements
and ask who and how should these be done., Consider the advantages of
reprasentation and coordination presented by either the river basin or
local regional oroanizations.- I think you will find nany that‘apply.

il chaxce for consunptive use is already applied by one RBC and is
being considered by another (4Al). The Appalachiz Regional Cormission
has experience in offering costesharing inducenerts (4A2). RBC's are
in the comprehensive managenment prograns (4Bl and could easily relate
then to funding priorities (4B2). Coordination of water resources uses
now controlled by other jurisdictions is a part of the compact commission
approach and could be added to Title II RBC's (4B3). And economic in-
centives for reduced water use call for a regional anency (434) ana
reuse (401) and 80 On. ‘ . L

Strengthenlng the role.of the. states .aand loecal zovermments by en~
couraging their participation in river basin cormission and regional
planning agencies is urged by the UCOWR study, They: provide a neans
for implementing nany of the Certer policy review options. Indeed, were
these arrangements already stronger, they would probably have already
implemented nany of the changes iderntified.



