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lnirodusti

This is a preliminary report based upon some of the material
collected under & Cornell University Adricultural Experiment
Station project in water supply management. The primary
emphasis of the project is to evaluate the so called
infrastructure proplems of municipal water supply in the
rural Northeast. Wastern experience in frrigation supply
maybe relsvant, thus, this review of the Smail Reclamation
Projects Act (SRPAJ. . : :
1t is not surprising that invesiment has fallen and
disinvestment through differed maintenance has increasad, (N
the face of property tax resistance, & s}ructural shift in
both the supply énd demand sides of the market for local
government ssecurities that, atong with inflation, raised bond
interest rates dramatically, something had te give. As a
number of siudies at Cornell and olsewhere have shown, the
smell rural communities that support much of the farm sector,
are prone to significaent water supply probiems in terms of
gquantity. quality, reliability, affordabilitye and other
measures. The jsasue in this project is what to goe mbout it.

in addition to analyses conducted in the Esst, particularly
in New York State, it seemed advantageous to study & program
that had been suggested for dupitication in the East by
Senator Moynehan of New York. The auther's sabbatic leave
allowed for this review. The Bureau of Reclamation was kind
enough to provide some office space, several months of salary
for a greduate research assistant, and trave! funds. The
principal support for the project was from the New York State
Agricultural Experiment Station. Work supported by the
Environmental Protection Agency and a program now in the
Geological Survey also contributed to the background for. this
project.

While on sabbatic [eave the author was abie to interview over
sixty informants csalected becauss they were knowledgeable.
about the Smali Reclamation Projects Act (SRPA) locan program.
Also, a computerized data base is in the process of being
daveloped. A more detailed report reviswing the SEPA program
will be iesued in the fall and after that & report will be
prepared on the concepts that should be taken into account in
any similar program for the East.

The snthusiasm of know!edgsabie western water practitioners
tor the SRPA progrem i8 veiy impressive. It is viewed &as a
program where the local sponssr is very much in charge.
Local leaders with the assistance of their consuitants make
the hey decisions within the SRPA rules. Federal grants are
prepared for flood control, recreation, fish end wildlife,
and interest bearing {ocans for part of these, water supply
and hydropower features,plus the Zero interest fesature on
irrigation are major financial features. They provida the




scope to achieve objectives important to the managers and
recognized professionally but not aiways sasy to sell to
developers and other Jocal interests. More detail on these
targely unrecognized benefits of the program is given below.

The program is managed with a minimum of red tape; generailtly
the technical reviews are seen as competent and not as drawn
out as for other Federal projects. Local control of
construction and the incentive from the local interest, both
fiscal and managerial, lead to speed and efficioncy in

planning and construction. The Program is managed by only a
little over a dozen professionals and hetp from other parts
of the Bureau of Reclamation. Their commitment to the
program is widely regarded.

The original $600 million authorized in 1957 js exhausted

with 132 projects that have besn or are about to ‘be funded.
Authority for an additional $600 million is being sought in
pending legisiation (S. 1171 .and H.R. 2025). The first 124
projects averaged $3.9 million and the lasat eight wiii be
over $12 million on average. ta 1985, 255 miiliion was
appropriated. But due to the inflation there won*t be that
many projects from the next $600 million, even with the
current higher rates of local cost sharing. Local shares of
15 to 20 percent in current financing have been common.

This reflects some increase in the size of projacts
interested in rehabilitation. The last 37 projects, six
years of new starts wil) avarage 26,000 acres in size. This
totais 956,000 acres with more secure water supply or roughily
2 parcent of the nations irrigated acreage, a tenth of that
receiving some water due to Federal!l assislance. Very 1little
new land was brought under irrigation in most of these
projacts. Most are smail projects with small districts, hadlf
are about 10,000 acres or less. Some are small projects. with
large districts, one tenth are in the 80 to 110,000 acre
range. ' -

The vast majority of farm ownerships are below the 960 acre
limit considerad excess land under recliamation law. Most
projects have gone to districts composed of predominantly
modest sized farm businesses, something the acreage
limitation indicates only very imperfectly. A better data
base on these projects would be helpful harae.

The natural client of the SRPA program is the irrigation
organization which is usually concerned with surface water
distribution either exclusively or in conjunction with ground
watar. This is only part of the 48 miilion acres or so that
are irrigated in the west. individual private wells dominatls
ground water use. Surface water withdrawals have held about
steady around 88 million acre feet in recent years., Ground
water was at 56 million acre feet in 1975, or two-fifths of _
the total, and growing rapidiy. It is however, of increasing
concern to organizations as the opportunities for conjunctive



management are recognized. A anumber of recent projecis have
facilitated the take cuer of private welis by ircigation
organizations. Bui abepi 28§ percent of surface watesr
diversions are carried out dirsctly by the user under senior
rights to the summer fiow. Thus., somsthing over 45 percent
of the irrigation in the west is supplied by irrigator run

cooperative management ergenizations. About one-fifth of all
irrigated acreage recejvas somg of all of its water from
Bureau of Reclamation prejects already. Those that remain,
25 percent of the acrewges or 12 millien acres, are the

potential customers far gﬂis Brogram.

Under current laws and reguiations, smail reciamation
projects are developed unds’r various rules and cest sharing
designed to encoursge desirable prejects. For example, jands
to be irvigated must be certified as having scoil and climats
likely to allow successful farming. Organizations acting as
spensors have to have adeguate powers to mapage a project.
Flood centrol, demonstrably difficult to fund locally at
adeguate levels, is libesrally cost shared. Local

commitment and financial feasibility are eacouraged by
limiting the Federal subsidy for water supply to 50 percent
on a present velue basis (the so calied loan factor) and
requiripg that ithe full farm repayment capacity is utilized.
Also, leocel sponscrs have to fund planning initially and are
sble te effect many cost coantrolas through direction of

construction as well as planning. Reviews of engineering by :
the Bureau protect the Federai investment from technical

errors.

Interest ires funds for irrigation water supply allow local
public officials and community leaders with the help of their
consulting engineers to put together projects that achieve
desirable water management practices, many project slements
they could not achieve with the funding available tc them
otherwise. A commen situation is where one entity,

say an ifrigation district, needs more capacity but by
itself cannot mount the best available solution. Typically
those who might share in the project are not as ready to act
but the prospect of the Federal funds moves the beneficial
cooperation aleng. Besides facilitating cooperative and
fower overail long run costs, potitical and technicai risks
are mads easier. Few irrigation projects would includs
fishery features without significant inducement . Conjunctive
use of ground and surface water, reuvse of sewage and other
impaired auppilies, fishery and recreation features, shifting
water from irrigation to municipai use, and preserving
agricylture as open space in an urbanizing area,slowing the
shift to large corporate farms, supporting the economy of an
otherwise depressed community. substituting conservation for
supply expansions or the adoptions of new technology that
nesds to be tried before it is accepted., all of these and
other desirable measures have been made possible by the zero
interest feature and by packaging them with the irrigation
water supply. This is particuiariy significant where local
circumstances make these steps unusuai or innovative.




Many times the Federal Government is the only source of loan
funds for a public entity to borrow for resource development.
Some Indian project developers are segeking the enterprise
building discipline of a loan, yel one that is at a leve)
where the development of managerial and technical farming

skills are possible., Not being able to pledge land to secure
bonds the tribes are dependent on this program for irrigation
development. But theres are many existing irrigation farming

situations that face fiscal opportunities as bleak, or nearly
30, as those of Indians.

Remember 80 percant of the irrigated land in the west
receives no federally subsidized water today and much of that

80 percent was developed many years ago. Facilities are old,
wasteful, and worn out. And like the Indians, thera aras
situations that can best be handled in small incremenits as

people are ready to face the task.

But many were developed in a very different economic setting.
While not subsidized by Federa! funds, they were funded by
investors ithat either never did get their monsy out or did so
cnly over & very long period of time. Facilitiess that were
built with cheap money face the prospect of replacemant and
modernization with very expensive money often where the local

entity hasn't the financial rating to seil! bonds at att.
Indeed this comes at a time when the market for local
government securities is in disarray and the small rural

governments are at a particular disadvantaye.

The challenges to sort out those projects that should continue
and thosse that should not is very great. Not only are there
farm businesses at stake, bu? also communities that depend
upon those farm business for their viability. At present the
requirement for ful! use of the repayment capacity to repay
the Fedsral loan and to the limit of the Federal subsidy on
water supply at 50 pesrcent of the present value of the cash
flows impacts on the choice process. Essentially, smail
projects for small disiricts of only moderately well financed
farmers with no high value crops and no opportunity to share
costs with M&l and hydropowsr cusiomers are at a significant
disadvantage. Without partial state funding they usuailly
cannot qualify for a SRPA projsct. Projects in urban areas
and that enjoy high value crops are not as restricted by hose
policy measures. Proposals for greater up-front
contributions, interest payments on water used on surplilus
crops, or interest on all irrigation water supply would
furthaer this bias in the program.

Whether or not measures are adopted to reduce Federal
financiatl contributions, or to penatize the growing of
surpius crops, consideration shouid be given to alternative
incentives to encourage desirable featureées of irrigation
projects under SRPA (Pubiic Law 84-984).
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Eltaibility

There is some reluctance to provide Faderal funds to local
sponsors who are both quite capable o! uorrowing at

reasonable rates elsewhore &nd likely tu do so o f denied the
Federal funds. This reluctance s nol shared by those who
view such programs as a question oi Ja+, shares, .8, f

others got interest free money for irrigation development
they should too. Eligibility measures have bean successfully
used in other programs to either exciude som@ participants or
te provide the basis for mgre liberalized treatment of some
participants. :

Farmere Home Administration (FmHA) has long served as a
fender of last resort for rural muricipail walter supply and
waste water treatment. An applicant, in addition to having a
‘population under 10,000 peopie, has to demonsirats te the
salisfaction of the Administraticon that they cannot borrow at
@ reasonable rate from othsr lenders. Statementis from
bankers and brokers,data on debt load compared to income and
preperty values, and relative incomes avre used to provide a
basis for a case by case decision. FmHA has successfully
resisted the use of arbitrary measures to define an
unreasonable alternative loam such as 2 percentage points
over a Triple A bond rating. Such an approach could be used
to to provide a threshold for when highsr levels of up-front
cost sharing or extra interesi charges would nct be applied.
Mote the FmHA also gives priority to communities under 5,500
people, for rehabilitation of infrastructure, consoiidating
municipalities and those serving significant low income
areas. '

Interest charged is varied by the msdian family income in the.
project area. Below the poverty levels, intsrest is &
percent; over the state non-mstropelitan median income, -
interest is at market rates, and for locai median incomes
between poverty and the state non-metropolitan median an
intermediate rate iz charged.

Finally, the size of the FmHA loan may be reduced by a grant
depending upon the local median income and the relation of
user charges to that incoms. Communities with poverty levael
median incomss and below are expectad to pay user charges up
to 0.5 percant of their incoems; over 30 percent of the
state's median and no grant is availabie to reduce the size
of the loan. Communities with & median income beétwsen the
peverty level and 80 percent of the state median outside of
metropoliten areas are expecied to pay one percent of the
median income for walsr service, While such neat
relationships betwesn payments and income may not be feasibls
for the highly diverse irrigation situations the principle of
differential grants and interest rates should be explored.




One approach to determining the ability of local entities to
borrow is to consult the bond rating services. Howaver, very
few small communities find it feasible to have themsalves

rated. The cost wipes out the benefit if any, and often they

know they cannot obtain a favorable rating such as A of Aaa.
An alternative is to draw a sample of perhaps 200 communities
in a state to use at a standard for credit measures and

indicators of l|likely problems in borrowing. States differ so
greatly in terms of locai finance arrangements that
multistate samples are to be avoided. Studies of financial

capacity have shown three indicators to be sufficient.

&

1. Current debt! per capista
2. Ratio of per capita debt to per capita income
3. Ratio of current debt to full valpation of

taxable property

An entity that fell above the state sample average in two or
three of these measures would have a high probabitity of
financial difficuity. Beiow average on all measures promises

bittle financial difficulty. Above average on one measure
suggests caution. .

SRPA provides the potential for integratsd management of
complex water resource situations, therefore a "lender of
tast resort" role i8 not appropriate. The Federal
Governmant is not simply in the business of expanding or
stavilizing irrigation. But a "hardship" test would be
valuable to determine cases where waiving various stringent
tiscal requirements such as the loan facior, usual local
cost sharing, full use of the repayment capacity, and to
gstablish developmental perlods where repaymsent is reduced.
The Bureau of Reciamation should be given authority to
develop such "hardship" criterie and be required to document
Pts use in such cases. This )s consistent with the "case by
case" approach to cost sharing established in the so

called "Laxault letter" and reaffirmed by the Secratary of
interior on several occasions.

Special Handling of Funding of Conservation innovations

Water quatity impacts of irrigaticon, water use efficieancy,
eneigy savings, erosion and sedimentation, coordinated use of
groundwater and surface water, water reuse including the use
of sewerage and other conservation innovations are jn many

cases inter-reiated. Achieve cone and you get some of another,
cheaper. They often regquire some inducement to be fully
implemented at both ihe farm and district lavel. In most

cases the zero interesi loan ig a suflficient inducemant to
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overcome the i(mpedimenis caused Dby neiception of rishkh, the
uncertainties of new technology. the higher dis.ount rates
that individuals and localitias apply 1o investiments as
compared to the nation as a whole, the lach of incentives
because waier and enargy cannol always be put to an higher
value alternative uss by those who s5ave them, and because the
benefits to others of thess actions are often difficult or
impossibie to turn into cost sharing from those benefitted. .
Encouragement from consultants, farm advisers, and existing
rules and reguiations have produced many projects that have
made major strides in achieving these modern conservation
objectives. )

Howaver, the SRPA program has the potential to achieve more
if there were clearer statements of modern conssrvation
ebjectives on the part of the Congress, the basic policy
making body of the nation. This should be translated further
into authority to provide modest facilitating grants for
these purposes over and above the zero interest rates for
irrigation, and excluded from the computation of the loan
factor. However, the computation of the grant shouid take
into account the benefit to the individual irrigator of the
conservation practices and the restraint on the adoption of
the practice dus to the commi tment of repaymsni capacity, and
henefits beyonrd the fiscal participation in the project.

Iin other words, the irrigator should be hetd accountabie to
pay for those benefils which he should recocgnize as
profitabte in his business, computed at the discount and
interest rates he would be expscted to use in that business.
Similarly other beneficiaries who can be made & part of the
project fiscal package should bes expscted to pay for values
they receive and on terms most everyone should recognize as
fair. The Federal grant shouid bs just snough to insure that
desirable conservation features are in fact achidved, angd
that the interest of those who practically cannot be a party
to the project are vigorousiy represented by the Bureau of
Reclamation. Grants should nol be needed 1n mosi cases and
in those where they can be justified they could be fimited to
10-20 percent of project costs for irrigation.




Ménagement3of Environmental Problems from irrigated Land 1/

SRPA has potential for many projects in the future that would
deal with the rapidiy emerging environmental problems of

irrigated agriculture. SRPA's advantage is that the scale of
the projects fit the scale at which much action must happen
to facilitate changes at the farm level.

As many students of the probliem have concluded, the nature of
the probiems, their importance and the appropriate corrective
measures vary widely among and within regions. National,
even state standards in some cases, and unifarm control
measuras are inefficient and costly. Water conservation is
the solution to all major envisronmental 'problems except salt
buildup in the soil, where uummmxmmmm
he deall with in a nel ! ) .

The recent concern for salinium in the Kesterson Wildlife
Refuge due to the failure to provide an adequate disposal for
drainage water is a case in point. To a greafer or lesser
degree, the potential for such problems exists with 25 to 35
percent of the irrigated acreage in the west.

Perhaps the most effective potential means to achisve
conservation is to facilitate the compensation of the farmer
for unused water that in fact has a higher valus use. .
Increasing the vendability of water depands in part upon
changes in state water rights administration. This is

beyond the scope of the SRPA program, - More to the peaint,

is the fact that for greater vendability and for more
effective conservative in many irrigation areas, some changes
will bhe desirabie in the systéem that collects and distributes
the water to the users. Even with full vendability there
will be some remaining environmental problems, more in some
cases than others. Thus, there wilil be a nesd to induce
changes beyond what can be achieved with education, technicea!
assistance, and the few reguiatory measures that are apt to

be found feasible. incentives at the project level will have
a role sven after adjusiments in water rights and other
measures are taken, and until then, are one of the {few

approachss availabie.

Sgliniiy t8 the most pervasive snvironmental probiem in
irrigation. On occasion this is combined with a heavy metal
or other toxic constituent such as the selenium problem in
the west side of the San Joanquin Valley. B8ut cone informed
guess is that this !s still oniy 28 to 35 psrcent of
irrigated lande although the problem is growing. OQutside of

1/ In sddition to interviews with key infoermants asscciated
with SRPA projects this section drawn heavily from Frederick,
Kenneth D. and James C. Hansén, Water for Western Agriculture,

RFF, Washington DC, 1982.



F
the two large proebism areas, Lower Colorado and Western San
Joanguin, the problems are scattered and fit the scale of
SRPA projects. Even within those large aveas many of the
larger than farm level actions nesded fit the SAPA scale of
project.

Erosion from irrigation occurs when flood and furrow systems
are used on land not adequately leveled. About 35 percent of ™
irrigated crop land is prone teo either this or some other
ercsion threat. Changing the type of irrigation system,

often sncouraged by changes ,at the project or district lavel.

is & means of reducing erosion. Two thirds of irrigated

acreage is serviced by grevity flow and that includes 41
percent of the highly srodable irrigatsd scils according to

the US Scii Conssrvation Service.

3

parculating irrigetion water appears to have leached nitrates
into southern California aguifiars. Ssveral areas have had
problems with pesticides in refturn fiows., Ars thesze warnings
for the future? Prudent irrigators should be interasted in
assistance that will ensure that their district has evaluated
such risks and taken &eny reasonable and prudent steps to

avoid problems. Just as in the case of domestic and
industriai effluents it is reasonable to expect the Federal
Governmant to encourags such steps. Unitike those casss,

there is somse considerable incentive on the part of the
individual to share in the costs due tec water and snergy
savings involived.

Tail water recovery systems improve application afficiency
from 50~75 percent (assuming & 200 ft well pumping 1ift.)
Energy costs can be reduced by 25 percent. As compared to

unlined ditches and siphon tubes, underground pipe and gated
pipes to deliver water to the furrows provide 18 percent

higher application efi{iciencies saving from $£4 to %12 pes acre.
depending on fual costs. Water management, fevaling, lining

of canals can improve etficiencios of surface systems'to 60

or perhaps 70 perceni from & base of rarely more than 50
percent, i.8., gains of 20-40 percent over the base.

Shifting to sprinklers can achieve 70 or B0 percent

epplication eificiencies, gains of 40-60 percent over the

base of surface sysiem without improvementis.

Scheduling services can be provided afficiently by off-farm
specialists at &4 to €5 per acre. They pay for themseives in
fuel cost savings and can be made much moere sffective if the
delivery system i8 capabie of controiling the timing and
guantity of water. But many oid canal companiss cannot

do so without renovation. indeed, ina many cases all the abovse
changes are enhanced when carried out with changes at the
district level.

Given the frequentiy repeated conclusion that higher water

costs will ancaurane COonservailon. reduce the demand fof
supply development, and sl iminate some if not most of the



environmental problems caussd py irrigation, why mot 3imply
eliminate or reduce the zero interest feature of Bureau of
Reclamation projects or require irrigators to pay the fyi|

cost of watsr i.e., no subsidy from power revenues. in SRPA
projects these steps would have little practical effect;
indeed, they would be counter productive. First, there s
littie subsidy from power, and even less subject to Federa]
influence, in thass projects. Second, when a district takes
on a project it usuaily represents a major. increase in the
cost of water and with full use of the repayment capacity

littie additional water cost increase is feasible for the
life of the loan, which is uswally longer than the typical
farmer planning horizon. Third, many projscts that have
alternative funding possibilities would be driven to plan
formulations that would be laess environmentaily and
conservation sensitive. ‘

The SRPA program shou!d be given explicit guidance to sSaek

projects that wil! prevent environmental impacts. Cost
sharing or measures to achieve environmental protection
should provide for ful! participation by the landowner up to

the savings accruing to the landowner ofr his water supplier.
Grants to cover justifiable costs beyond those covered by
savings to the landowner should be authorized,.

Encouraging Multipla Organization Manajement of Water
Resources

One tenant of the conventiona! wisdom aboul water managemant
is that there is excessive tfragmentation. Too many
organizations are too smatl te gain the economies of

scale availabls from managing the water system as a system.
Cities and irrigation entitias @alike, consclidation and
fationalization of coliection and distribution facilities can
save money, and increase effective wataer yiald. But these
are organizetions that atsc represent the effective demand of
their members as well as involved in trying to suppily it.
Unlike the private market there i3 no separation of supply
and demand. As long as they do not give up too much in their
capacity to represent that demand their members should be and
are willing to consider consolidation or atleaat fedsration,
to achieve project advantages. But not everyons is eqgually
ready for new capacity at the same time. Advantageous
outside funding can speed up this coocperation as wel| as
encourage the considsration of project features such as
environmental sanhanrcement., consservation, and the like, that
would not otherwise cams about.

In 1969 the last census of irrigation organizations

identified a distribution by type. Whils uhincorporated
mutuals accounted for over half of the number of

10
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organizations they supplied onty ope-teath of the total
acreage suppiied by organizations. Incorporated mutuals
serviced about one~-third of the land and were about one-~third
of the total number of organizations. Districis were a tenth
of the totel but served half the land. Districts frequently
are the result of a merger of mutuals attracted to the
municipal corparation form of orgenization by its taxing
powers and debt financing advantages.

It is important to be clear about the likeiy Federal role in
encouraging changes at the inter-local level of governance.
Public districts and mutual, companies operate under state

law. in practical and legal terms, a Federal sgency can have
little to say about how local people organize to manage
water. Nonetheless, it is well established that loans and

grants should not be made to organizations that fack the

- appropriate powers to manage the project being formulated.
Under this mantle and from the incentives provided by the
physical development cpportunities, which are often too much
for one entity te handle, much cooperation has besen achieved.

There has bsen a preference in the program to work with the
lowest management unit feasible for thea project. That is2
desiraebte. Only on very few occasions have we identified
projects that might have been more successful if & more
inclusive crganization had been utilized.

Nonetheless, the Congress shouid consider giving more
explicit guidance in this area, recegnizing that funds to
facilitate these desirable changes are important.
Requirements for more local cost sharing, arbitrary limits an
subsidies, and the like, reduce the potential to achisve
these desirable resulis. On the other hand, under present
rules there are times when more subsidy is paid than LK
necessary to achieve such changes.

The SRPA program should be given more explicit guidance and
authority to provide grants to facilitate consclidation of
facilities between water management entities. Grants should
be limited to the incrementai costs for congelidation not
divectly separable by purpose or use. Such grants should be
limited to the irrigation interest and to use reimbursable
sheres of other functions, and follow the separable

costs remaining benafiis approach, except whers & hardship
determination can be made.

11




Unique Fish and Wildlife Opportunities Reguire Special
Measures -

Watar resource management and fish and wildlife habitat are
inseparable, but some projects have the opportunity to make
truly unique contributions toe habitat development.
Unfortunately prosent arrangamants and approaches make it
untlikely that these truly unique opportunities will be
captured. The axisting arrangemants for mitigation and
enhancemant and the long history of antipathy betwsen
irrigation and wildlifa interests get in the way of progress.
What 18 called for is the development of a series of
demonstration projects that can provide the basis for a new
partnership in resource managemsnt. -

In interviewing project participants on the fish and wildlife
potentials available, several points became ciear. With the
present 50 percent iocal cost sharing for enhancement (and the
opportunity to finance the loca! share at intersst.,) there is

& temptation to call it mitigation and finance the whole cost
at zero interest. The point is that the technical distinction
between mitigation and enhancement is often vague at best. Second,

whether mitigation or enhancement, the features agreed to did not
have the benefit of being a part of an overall wildiife

management plan. The suspicicon is great that if given the
dolliars involved the fish and wild!ife managers wouid not
have spent the money on the featurses in the SRPA project. But

these were the ones that could be gotten through bargaining
against the other proposed features at hand.

We were not able to discover & preoject where a fishery
opportunity, for example, had suggested to someone that he
approach local irrigation interests to see if they would like
to join in a cooperative venture through SAPA. Yet somd SRPA
projects astart with someone interested in flood control,
municipal suppiy or hydropower. The reason for this is
simple, fish and wildlife interests rareiy have much
financing capacity to bring to the bargaining table.

1¢ the partnership is ever to move beyond ons built on the
tenius foundation of blackmaii, some new arrangements must be

found. One possibility is to develop some pioneering projects
that feature fishery developmenti, or fedevelopment, in addition
to irrigation. But ithis wiill not work uniess the program

recognizes the impecunious nature of the fish and wildlife
sponsors to pay for their share of the planning, the
structural features reguired and, perhaps most important, to
compensate thoses whose water rights have to be diminished in
tavor of the fish and wildiife values.

Extending anadromous fisheries in Pacific Coastal streams ia

a good case in point. At the farge project level, the Bureau
of Reclamation and the Corps of Engineers have spent millions

12



on fish related measurss. Mitigation measures elready extracied
from the sysiem oniy aschieve part of the apparent potential.
Under planning carried out by the Worthwest Powser pianning
council. many more doliars and considerably more water will be
commi tted., However, at the small project level there are a
number of opportunities for SAPA.

One example is & project now being considered by the Monterey
Peninsule Water Management Diestrict and not yet involving the
SRPA program. The Carmel River now runs when the stesl~
heads do in February. Perhaps 1000 adults make ihe journey
encountering two small dams., The potential according to
state fishery biologists is some 3000 to 5000. The
California American Water Company developed some of the
rivers potential and there is & need for more supply. While
the existing and potential use by irrigation is limited, none

is apt to be provided for under eurrent pians. This stesl~-
head run is the most southerly well recognized run on the
coast. While even at full potential it will provide only

limited fishing, the symbolic valus of a healthy fishery in
that stream and in fhal community is very great. Even if one
could successfully tap the interest of fishermen for cost
sharing, perhaps ihrough @& state agency., it is unlikely to

be enocugh to make a dent in the costs. Traditional
mitigation approaches may have more Success in this community
than moat, but certainly irrigation interests would have
little incentive to cover fishery costs considering the
jimited and deciining use they may make of any water.

SRPA should establiish a special review procedure, such as @&

panel of outside experts, to determine unique habitat development
opportunities early in the planning process. Currentliy the
bargaining that takes place is often triggered by the NEPA ~-EIS
process and comes very late in the plar formulation process. A
project sponsor could ask for such consideration before the full
proposal is submitted. The attraction to do 30 shouid be the
prospect of a grant to cover the habitet deveiopment part of the
planning and project costs with the stipulation that any resources
reasonably expected to be raised jocaily as a result of the
habitat improvements be made aveilable for a portion of the

cost that could be sc pald over thae life of any other loans
involved.

Indian Water Rights Development Under the SRPA

wWeter development in small manageable projects, designed for
ihe development of farming and managerial skills, offer a way
to break the welfare syndrome for gsome indians in the west.
Since the Winter's Doctrine was taken seriousiy, well after
the 1908 decision, the search has preceaded for & workable
format. The large project approach with a fast {rachk
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development plan has not given the results hoped for, targe
projects provide the potential for large mistanas . Smal |
projects properly supported may provide a better potential
for. individual growth and independences. Certainly the toan
feature of SRPA provides a desirable discipline for the
development and stabitity of a sponsoring organization.

In the Celorado Basin there are 28 million acres in 29
reservations with 300,000 acresz leased for agricultural use,
most to non-lIndians. Further development is attractive as &
means to protect their water rights and to produce income.

The Gila River Farms, an independent indian nation
enterorise, was the first ladian projeact approved by SRPA.
Jack Palmer, the manager, said it was the only source of loan
funds for land and water development that he could find.

Many conventiona! sources of funding ars not available to the
Indians because of Iimitations with respect to immunities to
suit, the extent of the trusteeship status, and the like, make
attorneys for lenders vary nervous. Such nervousness leads
to higher interest rates, extra collateral, and many denials
of credit. For long term debt, this is compoundad. AJ|
knowledgeable perscns contacted agreed that SAPA was stil)
the only source of funds for davelopmental projects outsids
of the trust funds and internal tribal funds, '

In the case of the Gila River Farms, they have progressed from
a "catch as catch can” approach to tinancing to the point
where on there second loan they were asked by OMB and agread
to qualify as a category | project, i.e., like virtually ali
non-indian projects, they shortened the repayment period
and/or found enough up~front non-Faderal funding to hold the
subsidy to 50 percent. Initiatly, a cotton gin, who in turn
borrowed {rom the Bank of Cooperation, lent Gila River Farms
operating capital so that they could start with already

irrigable land. Now banks are willing to loam for such-
purposes. The tribe does some self financing and will do
more. Half of the farm profiis now go to the tribe and haif
into the leveling and ditch lining. The first SRPA project
(1978) was used to rehabilitate & major part of the system,
the second will put the Farms at 20,000 acres.

Unsatisfactory work by contractors and advantages of labor
use distribution have encouraged the Farms to do their own
develiopment work.

The Farms now hire betwsen 100 to 150 indians, 90 psrcent of
the work force. Managers are responsiblie for 2500 to 4000
acres each depending upon complexity. Training and _
advancement of all werkers is &n important objective for the
Farms. Workers are switched from task to task and
supervisors are expecied to be skilled in the tasks they
supervise; managers, in all tasks. Managers share 10 percent
of the profits. Two indian employees have gona out to
develop their own farms; one was successful. More are
expected to do so, especially if product prices improve.
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The Gila River Farms applicaté%n procass was easily one of
the longest in the SAPA program history. From the naotice of
intent through the formulation, design, and construction for
a SRPA project several years are usually consumed. Gila
River started the process if 1069 and broke ground in 1878.
in the meantime, many if not all, of the uncertainties for an
indian project have been resolved and thsy go through the
process as fast &8s &ny cther.

The potential for indian projesctis i8 considerabtle. The Gila
River Indians are in the process of developing & comprehensive
land and water development plan, and certainly have ithe poten-
tial for a number of more projects. ipn 1678 it was estimated
that 66,000 acres of the 266,000 acre potential is irrigated.
After a considerabie history of farming in the 1800, production
on the reservations cam to an end when Anglo setilers upstream
diverted the river. :

The Ak-Chin are ;ompleting there second project and with that will
reach their potential of 14,500 acres. They will share in &
distribution system with two non-indian districts under & complex
federation arrangement.

The Papago have submitted a notice of intent and have further
potential in the water claims of ths main reservetion and at San
Xavier.

But the Navajo have some of the most exciting prospects. They
are the largest reservation and tribe in the United States,
They have put great hops in the Mavajo dam project. bt s
said to have been scheduled to bring im 10,000 asacres per year,
all on grants, and to have asctuaily achieved 40,000 acres in 12
years. Their national goal of self sufficiency maybe more
efifectively achieved through a series of smaller projects.

As many as 70 of the 1710 Navajo chapters may have viable small
projects. Four in the 4,000 &cre rangs are being considered
curvrentiy, widely separated over the resasrvation that includes
parts of three states.

The Many Farms project is a good example. With tribal
resources and & bank toan secured by tribal deposits, the

Many Farms Cooperative has begun farming 800 acres of land that
could have been allocated by the tang commitiee set up decades
age to provide smal! semi-subsistence tarms. They expect to
consolidate and operate 1,200 that were allccated in 20 to 40
acre units.

Like many Iindian lands., development 18 expensive. Besides the
usual leveling, ditch Jining, pumps. and canals the soil needs
to be mixed to & level of 5 faet to breakup sodium induced
layers. While an old dam provides somé water repovation is
needed and beyond resourcas of the tribe strained by pressure
for social services. 4 loan for further deveiopmaent, perhaps
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up to 4,000 to 5,000 acres, is seen 25 necessary both as the
oniy way to achieve the development and as an important source
of commitment and discipline in the operation of the cooperative.
It was explained that with s pickup and food provided by the
Navajo Nation and the Federal Government, and shelter relativeliy
easy to put together, subsistence was not the issue. But with a
sense of commitment to the local chapter of the tribe it was
likely that the Cooperative could succeed.

Skill and managerial development are a challenge however. It
was foelt that in many ways the Indians were where non-indian
farmers were; technologicaliy, 30 years ago. Sub-management

units with varying provision of central services are being
considered as both a realistic organizational device and as

a way to build skitls and réspectability. In addition to the
vagaries of price and weather variable resuits due to their
development period can be expected. All informants familiar

with Indian projects agreed that a combination of modast
training grants to covar critical on—the—job-training and a
variable repaymant arrangsment were sensible changes,
comparable to some of the proposals for depressed urban

area enterprise zones. Likewise some technical assistance in
district or mutual management wouyld probably make thes
development process pProceed more smoothly, and with less risk.

It should be noted that these provisions are neasded by some

nen-indian projecis as wel!. Several were visited where the
repayment schedule had been projected in most unreajistic
terms. In hindsight it was clear that district revenues had

not been designed to dea! with: the vagaries of price, weathar,
and/or managerial development .

Most associated with Indian Projects were concerned over rumors
circulating that interest may be added to irrigation development
locans. The feeling was that this would be inequitable for
Indian projects because given the delays in implementing the
Winter’s Doctrine of 1908 they had a special claim. Others

had been given the chance to develop oftan with Indian water,
and it was only fair they got the sams trsatment now.

Developmental grants up to 20 percent of thercost of irrigation

should be authorized to provide for shil!! and managerial
development in projescts that fédce uvnusuai challenges but are
deemed to be viable in the tong run. This should not be {imited

to Indian projects. Any change in the interest frge poiicy
for irrigation development should allow the Secretary to
take into account equity considerations such as incoms

and prior status with the Federal Government .
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Concluding Remarks

i recognize that this preliminary report did not address altl
the issues imbedded in Fpderal involvement with irrigation.
There are many both symbglig and substantive issues thal
concern many people thai are beyond lhe scope of our study.

The issue of why any subsidy for agriculture at all is an
example. Farming is inharently an industry that will drive
the gains from resourcs derlopmant and technoiogy into lower
prices to the processor and 'shipper or into higher values for
land. 1t has been wortih it to society to subsidize these.
But toc sustain resource capacity to produce we must find ways
to conserve these rescurces. The individual finds many
conservation measures not prefitable in ‘the shoert run. All
of this gets badly mixed up in ihe response to the inherent
instability of prices and incomes in agriculture.

For example, reformers have for years voiced concern over the
apparent inconsistancy of government subsidizing resource
develcpment and new technology develcpment, i.e., stimuiating
output, while at the same fime spending millijons to support
prices for farm products in the hope of stabilizing jpncomes.
This has led to proposals to require full cost reimbursement
for irrigation used to grow surplus Cropé. 1f restricted to
water used to irrigate new land such a proposal would provide
symbolicg recognition of this apparent inconsistency betwesn
short term and long term policy. if applied to already
irrigated land this would seriously reduce the bargaining
power of the SRPA program and community leaders to gchieve

desirable water resource management objectives. But it would
not measurably affect the instability problem in American
agriculture. - The trade off between the costis of surplus

management and coats of improved water management would
probably be unsatisfactory 1 we could devise a way to
estimate them. Even if the whole Bureau program were to pay
full costs for water. after the shake out of land values
changes, farm pusiness and project refinancing and the like,
the effect on Federal costs for price support wouid be
temporary. Fine tuning betiween programs is difficult, often
impossibie, within a simple program it is hard enough.

Perhaps more toe the point are some of the fine tuning
suggestions above. Explicit objectives, regularly reviewed
to insure adjustment to the times, with authority te match
the objective, provide & base for holding public programs
accountablie for what they do and how they spend the
taxpayers’ money.
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