The original documents are located in Box 40, folder “Water Quality Commission (3)” of
the James M. Cannon Files at the Gerald R. Ford Presidential Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Gerald Ford donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.



Digitized from Box 40 of the James M. Cannon Files at the Gerald R. Ford Presidential Library

OFFICE OF THE VICE PRESIDENT

WASHINGTON

August 25, 1975

]
MEMORANDUM FOR THE VICE PRESZDENT
F ROM M4 NI e,
SUBJECT: Domestic Council Task Force on Water

Quality - Status Report

STATUS

The task force team -- about 25 strong -- met today
(August 25) for the first time and was thoroughly
briefed throughout the day. They started work imme-~
diately. They were honored by your presence, and
your remarks were right on target.

The task force members have been divided into two-man
teams, with a technical expert and an economist on
each. Within the next month, they will have combed
the critical reports and have ready their assessment
of all chapters of the Commission's draft report. I
asked them to keep in mind three things during this
work: 1) did the material cover all major issues and
concerns; 2) were the reports accurate, fair and
complete (enumerating any omissions and/or errors);
3) are the conclusions justified by the basic work?

In the red briefing book attached you will find a
schedule (4th tab), along with a listing of the experts
and their assigned tasks (2nd tab).

YOUR NEXT SUGGESTED CONTACT WITH THE GROUP

The task force will meet again as a body on September 8.
This is the day before the Commission's Executive
Committee meeting on September 9. By then, they will
have a good view of the Commission's work and where it
may be lacking. I hope that you can spare a few minutes
that afternoon for a highlight briefing.



Task Force Objective

The "Domestic Council Task Force on NCWQ Review" was formed to assist

the Domestic Council in the evaluation of the feasibility and desirability
of implementing the Federal Water Pollution Control Act Amendrents of 1972
(FWPCA), PL 92-500, as currently interpreted through regulations.

The objective of the Task Forxce is to assess the improvements in the
environment which are achievable under the Act and the attendant impacts
on our Nation's industrial vitality and economic growth, as these benefits
and costs are reflected in technological and economic studies prepared for
and by the National Commission on Water Quality (¥CWQ). [See briefing
book, at tab marked "NCWQ Study Plans"]

The Task Force will focus on:
L]
o The direct and indirect economic costs of achieving Best Practicable
Technology (BPT), Best Available Technology (BAT), and New Scurce
Performance Standards (NSPS).

b

by

e The improvements in water gquality which will result from the recommanded
BPT, BAT, and NSPS.

In order to assess the technological feasibility and the economic impacts,
the Task Force will:

» Review the scope, adequacy, and accuracy of the data, methodology,
and conclusions contained in reports prepared by contractors for NCHQ.

@ Review the draft chapters of the NCWQ report to the Congress.

© Determine the extent to which the contractors' analyses are reflected
in the Commission's draft report and the extent to which the
Commission's conclusions are supported by the contractors' analyses.

o Determine whether the contractors' analyses and the NCWQ draft xreport
have fully considered all relevant factors in arriving at their
conclusions.



DOMESTIC COUNCIL TASK FORCE

Coordination
Dzpartment of Commerce

Joseph E. Kasputys
Room 5830
Phone: 967-4951

Robert S. Milligan
Room 5867
Phone: 967-4885

Keith A. Lichtenwalter
Room 5510
Phone: 967-5547

Sidney R. Galler, Technical
Room 3425 :
Phona: 967-4335

A}
Robert T. Miki, Economic

Room 4424
Phone: 967-2482

Technical Members

Bruce R. Barrett
Department of Commerce
Room 3415

Phone: 967-3255

John B. Cox
Department of Commerce
Room 3415

Phone: 9567-3255

George Grimes

Federal Energy Administration
Room 7120

Phone: 961-8259

W. R. Nicholas
Tennessee Valley Authority
Fannessee

Phone: (615) 755-3161

ON NCWQ REVIEW

Liaison ~ NCWO

Donna Mitchell
Phone: 254-7806

Jack Waugh
Phone: 254-7806

Advisor - OM3B

Jim Tozzi
Phone: 395-6827

Ecornomic Members

Melvin L. Cotner
Department of Agriculture
Room 412
Phons: 447-8239.

James Flannery

Department of the Interior
Room 6631

Phone: 343-8275

Joz2 Xalt

Council of Economic Advisars
Room 3183
Phone: 395-50866
Rorald E. Kramer
Department of Commarce
Rocm 7520

Phone: 957-2921
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Tachnical Members (Cont'd.)

Marion R. (Dick) Scalf
Environmental Protection Agency
Oklahoma (405) 332-8800

FTS: (405) 253-2224

wWilliam C. (Chris) Shilling
Environmental Protection Agency
Room 2817

Phone: 245-3042

Jack Witherow

Environmental Protection Agency
Oregon

Phone: (503) 752-4211

Economic Members {Cont'd.)

Wesley H. Long
Department of Cormerce
Room™ 2120

Phone: 967-5248

fred Peterson

Council of Economic Advisers
Room 309

Phone: 395-5676

Saul Pleeter

Labor Department

Phone: 797-6235 (MTTF)
523-6314 (WED)

Michael Spiro

Department of Commerce

Room 5520

Phone: 967-2058 o

L

William B. Sulliivapr
Department of Commerce
Room 4424

Phone: 967-3725

Donald R. Whitaker

National Oceanic and Atmospheric
Administration

Phone: 634-7275



Resource Personnel,
As Needed

Robert M. Downey
Department of Commerce
Room 3112

Phone: 967-3986

Frederick J. Dreiling
Department of Commerce
Room 1026, Tower Building
Phone: 523-0882

Robert E. Ferguson

National Bureau of Standards
Room A-317

Phone: 921-2128

Daniel H. Garnick
Department of Commerce
Room 308, Tower Building
Phone: 523-0946

Algie Ray Grimes, Jr. (Ray)
Department of Commerce
Room 1104, Tower Building
Phone: 523-0596

Philip Ritz

Department of Commerce
Room 1008, Tower Building
Phone: 523-0683
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DEPARTMENT O COMMERCE

RESOURCE CENTER AMND OFFICE SP2CE
Room 5386B

Phone: 967-5327
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3Y SUBJECT

Coordination

TASK FORCE ASSIGNMENTS

Sidney R. Galler/Bruce Barrxett (Technical)
Robert T. Miki (Economic)

Industry Studies

A
Fa N

Review of industries considered
to have "insignificant pollutant
discharge or impact."

Review of methodology and
selected industries which are
covered by a refinement and
updating of EPA results.

Review of "high impact" industries

(1) Chemicals

(2) Steam Electric Power

!

cedlots

{(4) Irrigated Agriculture

(3) Mining

(6) Canned Seafcod

Technical

B. Barrett

B. Barrett
J. Cox

J. Cox (Organic)
W. shilling (Inorganic)
W. Nicholas

M. Scalf

J. Witherow

G. Grimes

D. Whitaker

Nt

Economic

., W. Sullivan

W. Sullivan

J. Kalt/
F. Peterson

M. Spiro

M. Cotner

M. Cotner

J. Flannery

D. Vhitaker

Review Documents

Battelle, Vols. I, II, III, IV

DPRA Reporxts
Battelle, Vols. I, II, III

Catalytic (tech.)
Conference Board (econ.)
Intl. Research & Tech. {econ.)

Teknekron (tech. & ccon.)

Develop. Planning & Recearch
Associates (ccon.)

Toups (tech.)
Iowa State University {ccon.)

Battelle, Vol. I (tech.)

Battelle, Vol, II (tech.)

Florida State Univ. (Commercial
Fisheries: Benefits; Special
Study) -




TASK FORCE ASSIGNMENTS (Cont'd.)

Page 2

(7)

(8)

Petroleum Refining

Textiles

3. Crosscut and Overview Studies

A. Municipal Waste Treatment
{state & local finance)

B. Regional Assessments

(1)

(2)
(3)

(4)

(5)
(6)
(7)
(3)

Overview

Kanawha
Merrimack-Nashua

Delaware-Delaware Bay

Chic
Yellowstone
Houston~Galveston Bay

Housatonic, River Reach

Technical

w.

G.

B.

W.

M.

Shilling

Grimes

Barrett

Nicholas
Scalf

Cox

Grimes
Witherow
Barrett

Shilling

/
b

R.

Economic

Kramexr

Long

Flannery

Pleeter
Kramerxr
Spiro
Cotner

Kalt/
Peterson

Kramer
Long

Ssullivan

Review Documents

Battelle Vol. I (tech.)
Eng. Science (tech.)
Conference Board (econ.)
NBER (econ.)

Lockwood Green Eng. (tech.)
NBER (econ.)

Metcalf and Eddy (tech.)

Amer. Public Works Asso. (costs)

Meta Systems (econ.)

Data Resources (State & local
finance)

NBER (Plant Closings & Regional
Consequences)

NCWQ Regional Chaptexr

Dames & Moore

Abt Associates

Betz Env. Eng.

Dames & Moore
Stevens/Thonp.
B. Johnzon

Lawler, Matusky




i
m %3

£ g
Review Documents
C. Macroecconomic Models Resource persons: R. Grimes & P. Ritz Working materials
D. International Trade Resource person: R. Downey Public Research Institute

D & &

Industry Studies (A)

Industrxy Studies (B)

Municipal Waste Treatment (Technology)
Fouston-Galveston Bay (Regional Assessment)

HMELVIN COTHNER

reedlots (Economics)
Irrigated hgriculture (Economics)
Merrimack-ashva (Regional Assessment)

(@0) ¢
Industry Studies (B)

Chemicals, Organic (Technolegy)
Delaware-Delaware Bay (Regional Assessment)

JANIS FLANNERY

Municipal Waste Treatment (Economics)
Etate & Local Financing
[ining (Econcmics)

GEORGE GRIMES

¢ Mining (Technology)
@ Textiles (Technology)
@ Ohio (Regional Assessment)

JOE KALT/FRED PETERSON
@ Chemicals (Economics)
@ Delaware-Delawarec Bay (Regional
Assessment)
RONALD KRAMER
@ Petroleum Refining (Economics)
® Ohio (Regional Assessment)
@ Regional Ascessments Overview

WESLEY LONG

® Textiles (Economics)
¢ Yellowstone (Regional Assessment)



TASK FORCE ASSIGNMENTS (Cont'd.)
Fage 4
W. R. NICHOLAS

s Steam Electric Power (Technology)
g Xanawha (Regional Assessment)

SAUL PLEETER
¢ Regional Assessments Overview
MARION SCALF

¢ Feedlots (Agriculture)
2 Merrimack-Nashua (Regional Assessment)

WILLIAM SHILLING
¢ Chemicals, Inorganic (Technology)

¢ Petroleum Refining (Technology)
o llousatonic (River Reach Study)

MICHAEL SPIRO

® Steam Electric Power (Economics)
¢ Kanawha (Regional Assessment)

WILLIAM SULLIVAN

@ Industry Studies (A)’

¢ Industry Studies (B)

® Houston-Galveston Bay (Regional
Assessment) :

DONALD WHITAKER

e Canned Seafood (Technology &
Economics)

© Commercial Fisheries (Benefits;
Special sStudy)

JACK WITHEROW

¢ Irrigated Agriculture (Agriculture)
¢ Yellowstone (Regional Asscssment)
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EVALUATION OF NCWQ INDUSTRY REPORTS

This is a "Guide" to tha factors you should consider in reviewing the
technological regquirements and the economic impacts of the Fedaral
Water Pollution Control Act Amendments of 1972 on spacific industries,
as reflected in contractors' reports for the National Commission on
Water Quality (NCWQ) .

The guide is not a mechanical process to be followed. It represents
the core factors to be examined. It is intended to enable a reviaw
and synthesis of technological and economic considerations across
industries and to serve as an initial outline for the oxganization of
the Task Force's report to the Domestic Council.

TECHNOLOGY
The assessments of technology and engineering costs feed into the
assessments of economic impacts. In your technology review you should

address the following questions.

@ Are the estimates of BPT for 1977 and BAT for 1983 reasonable? X
Other technological estimates? . e oY

® Will the equipment be available when predicted?

» Is the performance likely to be as predicted? Are there other
more promising approaches? =

® Are the engineering cost estimates reasonabla?

® Consistency with standards issued by EPA? Peasonableness of
those standards?

@ What are the ranges of uncertainty in the above items?

@ Are there other relevant guestions?

It should be noted that in the case of the irrigated agriculture resort
and possibly the mining resports, many of the above guastions may not ba

pertinent or appropriate since EPA has not yat developad controls in thessa
areas.

BCOMOMICS
In your review of the ecoromic impacts resulting froam specified lovsls of
cffluent control, yvon should examine the data, methodology, and conclusions.



Data

You should check the sources of the basic data that are used in the
report. Wherever possible compare the data with those in EPA and
other studies of the industry.

» Did the economics contractor accept- the engineering cost estimates
without gquestion or did the contractor make adjustments to ths
engineering cost data? If so, why were the adjustments made and
how did the adjustments change the cost configurations?

@ If surveys were used, were they methodologically corrxect?

o Did the contractor use a consistent base for the various data
series?

@ Are there any inherent biases in the data so that their use would,
in the absence of other errors, yield over or under estimates?

METEHODOLOGY

: T
In most cases, the basic methodological undsrpinning is the “representative“‘
or "model" plant. Tha concept is useful if the modsl unit is indzed
representative of units within the industry. At the very aminimum, the
study should provide a statistical measurs of the distribution of plant
sizes around the model unit. -

® Is the model plant actual or hypothetical? Is it average or exemplary?

® Are the model plant characteristics in fact representative of actual
plant characteristics?

In numerous EPA industry studies, we found that tha distribution of actual
plants bore little relationship to the modal plants oxr that the actual
distribution was highly skewed, with the model plant being at the tail of
the distribution.

o Are the data derived from the model plant multiplied by ths number of
plants in that segment to obtain a characterization of the total
segment?

% Is this procedure appropriat
the processes so varied that such an agg

2 for the industsy you are reviewing? 2ra
reg

- b3 > o Ty e L
gatinn is inavpropriate?



You should examina the cost information carefully. While it may not
be possible to reconstruct the whole cost picture, it is reasonable
to expect sufficient background information about costs so that you
can be assured of their relevance.

Are the cost data derived from actual plant information, from
survey information, or from some other source?

Are all relevant costs counted? We found that in some cases

costs could not be ascertained or adequate estimates were not
available and therefore a "synthetic" cost configuration was
developed. In any event, relevant cost estimates that are excluded
for whatever reason must be candidly cited and hypothetical cost
constructs must be explained fully.

In some cases, land availability and the cost of land and space,
especially in urban locations, may not be adequately coverad. If
your industry was included in the Battelle "General Industry Studies"”
report, determine if the land cost used by Battelle is reasonable.

Are all appropriate technologies and their costs discussed?

What base year is used to project efflusent control costs to 1977
and 19832 You should note recent changes in relative cost and price
structures~—-in particular, energy and construction.

The price increase and plant closure impacts depend on the financial
information. You should determine whether the analysis of the financial
viability of plants is methodologically sound.

=]

&

Are the cash flows and external sources of capital adequately
docunented? Is the financial information consistent and reasonable?

Will the plants be able to meet op=srating costs and capital neads
resulting from effluent controls?

Were estimates of demand elasticity made by the contractor or by
other sources? If so, are the elasticities taken into account in the
analysis of cost pass-throughs and price increases?

Whare dewand conditions preclude forward shifting of costs, are costs
shifted backward to input marketg?

2re there any potential bottlenecks to incrcasing capacity?

Does the study adequately take into account inkterindustry relationzhips?
llow do the interindustry relationships affect the ability of the industry

under study to adjust to costs esgsociated with offluent controls?

<



Conclusions

You should determine whether the conclusions follow from the methodology.
You may find that while numerous caveats are contained within thz2 analysis
itself, these caveats are not evident in the conclusions and that the
conclusions are more globally stated than may be appropriata. You should
be careful to determine how much in the report is judgmental and assartive
and how much is based on solid facts.

@ Axe findings or assertions relating to individual production units
(model or actual) correctly generalized to the industry or industry
segment?

e What are the incremental costs to the industry and what are the
incremental benefits in terms of cleaner water?

® Was a sensitivity analysis performed on the costs to determine whether
the conclusions would change if costs were varied? You should note that
if the distribution of plants is skewed a sensitivity analysis will not
substantiate the conq}usions.

@ Are there issues which are inadequately covered? If so, you should ™=
indicate what the issues are, why they should have been covered, and
what: effect their inclusion would make in the conclusions?

4

@ Is the report useful for evaluating and, if necessary, redirecting
environmental policy? =

Finally, you should address the following general questions:

® Did the contractor do what he was asked to do?

® Was he given the right questions?



EVALUATION OF NCWQ CROSSCUT
AND OVERVIEYW STUDIES

A "Guide" will be forthcoming
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OUTLINE Retyped 8/20/75 OEE.

Reduced from original

DRAFT REPORT of 10 pages to 8 pages.

INTRODUCTION AND FINDINGS

I. INTRODUCTION

A. Declaration of national purpose; the restoration ané maintenance
of the quality of the Nation's waters. (Sec. 101l(a).)

B. The goals, policies and objectives of P.L.3%2-500.

C. The charge to the Commission:

-- Section 315

-- Commission's interpretation and expansion of mandate.

II. FINDINGS

Summarization of the findings of the Commission studies addressed to

the following issues. e

(- A. Do we have the technolegy?
Are technologies available to meet the goals and requirements of
the Act? What overall evaluations can be made? - What trends are

discernible? What costs are associated with different technclogies?

B. Can it be applied?

What are the prospects for having best practicable and best
available technologies in place by 19832

-~ For municipal systeﬁs
-~ For industry.

C. What are the impediments?

Likely significant constraints toward achievement of the BPT and
BAT and their relative importance.

~— Money
~-= Manpower

-~ Technological adaptation

—
|
|

Resource availability



-- Changing public needs and private requirements
-~ Bureaucratic inertia and repetition
-~ Intergovernmental cooperation or lack thereof.

What are the environmental impacts?

-—- Of achieving or not achieving by 1983 ~
-- Of not achieving in a longer time frame
-~ Of elimination of discharge

~=- Of failing to control non-point sources.

Who pays and how much?

What are the economic and social impacts of implementing P.L.92-500?
-- In the public sector.
-~ In the private sector.

Whoé benefits and how much?

N\‘

What are the expected benefits to accrue from the implementation
of the Act's requirements and to whom?

-- Environmental restoration

-~ Recreational benefits (public and private)

-~ Social benefits

-~ Economic values (public and private)

-~ Public health and well-being.

How fast are we moving toward the goal of elimination of discharge

of pollutants? When are we likely to get there? At what cost?
At what advantage?

Uniform application of the Act's reguirements: How well are they
working nationally, regionally and locally?

Institutional structure.

Does the national water pollution control program, as set out in
P.L.92-500 establish a pattern of intergovernmental relationships
conducive to the most effective and productive delivery of:



~- Financial resources

Regulations and permits

-~ Compliance and enforcement

Others.

J. Potential for planning.

What is the long-range potential for control of water pollution
through the various planning provisions set forth in the BAct?

K. How far off-course are we in 1975 from the directives and goals
of the Act?

-~ What mid-course corrections or adjustments seem advisable?

-— What are their implications for achievement of the goals and
requirements of the Act?

N2

-

Summarization of (1) the present water quality situation; (2) the structure
and mechanics of the water pollution control program -- past and present;
and (3) the existing state of control technology. £

III. HOW IS THE WATER? ITS QUALITY AND QUANTITY

A summarization of what has been learned about the present quality of
the Nation's waters.

-~ Brief description of study strategy of minimum geographical regions.

-~ Present quantity and quality, based on findings of Study Areas IIX
and VI.a.

-~ Regional concentrations and variations.

~= Trends,

IV. WHAT HAS AND IS BEING DCNE ABOUT IT?

The evolution of a national water pollution control program in the
context of its institutional development.




A. Pre-1972

~-- WPA's contribution to construction of municipal treatment
systems.

-- Role of U.S. Public Health Service.
-- Water quality standards, :

-~ State initiatives and actions, and federal limitations (i.e.,
constitutional, jurisdictional, traditional, etc.).

—-— Corps of Army Engineers permit authority.

B. An articulation of national program; the Act as a mechanism for
control.

-- Technology; effluent limitations.
-~ Regulation; permits and enforcement.
~-- Finances; construction grants.

-~ Planning; non-degradation and non-point source control.

N g

3
-

TECHNOLOGIES FOR ACHIEVING

An assessment of the general technological options available for alter-
native levels of effluent control, including BPT, BAT and EOD. Since
the Act is fundamentally technologically based, the report shculd deal,
first, with just what technological options exist or are likely to exist,
their per unit costs, relative effectiveness, resource requirements in-
cluding manpower, and quantity and quality of residuals remaining.

A. Point source control.

-- Industrial; in-depth and general
-~ Municipal (including urban runoff)
~-~ Agricultural point sources.

B. Non-point source control.

C. Toxics and heavy metals.

D. Regional variations relevant to technological application.

E. Areas for research and development.

- g -



IMPACT ASSESSMENT

The impacts of the application of the requirements of P.L.92-500 evaluated .
under varied assumptions as to future economic circumstances in the U.S.

VI. THE ECONOMICS OF WATER QUALITY

A. Water as an economic resource.

~- The transition in the use of water from a relatively free good
to an increasingly costly resource for municipal and industrial
development.

~- Implications for trends in industrial and municipal use.
{Conference Board and META Systems studies, supported by
technology assessments.)

B. Dynamics of the economy in relation to water gualitvy control.

1. wWithout the Act; continuation of present trends.
~- National level; for the public and private sectors.
e
-~ Regional and local levels; for the public and private sectors.

2. With the Act; assumes implementation of requirements by 1977
and 1983.

-- National level; for the public and private sectors.

-—- Regional and local levels; for the public and private sectors.
3. With various assumptions of achievement and non~achievement;

i.e., the assessment of the effect on the economy of variabi-

lities in time, money and resources.

~- National level; for the public and private sectors.

~- Regional and local levels; for the public and private sectors.

C. What are the requirements for capital investment and for operation

and maintenance annual expenditures to meet the levels of effluent

limitations required by the law for 1977, 1983 and other levels
intermediate and beyond for:

~~ Municipalities, including combined sewers and storm water runoff.

1
!

Industry

-~ Pgriculture

-~ Non-point sources



By:
-=- Region
-~ National
D. Who pays: - How and by whom will the facilities required by thé Act
be paid for and will the necessary manpower and materials be avail-

able?

-~ Industrial requirements; relative impact upon specific indus-
tries and how they will likely be internalized or passed on.

-— Municipal requirements; intergovernmental transfers, indebted-
ness, revenue availability and competing public needs.

-~ Supply constraints.
-~ Social impacts.

~~ Possible effects on long-term growth and productivity, including
relative impact on international competitive position.

-- Regional variations.

E. Who benefits?

~- Industrial competition

—- Resource recovery

-~ Commercial fisheries

-~ Recreational use (including sports fishing)
—- Public and private value from water reuse
-~ Social impacts

-— Public health and welfare

~- Regional variations.

VII. ENVIRONMENTAL EFFECTS

A. Anticipated environmental impacts or changes from the application of:

== PR

=~ BAT

-~ More stringent than BAT



ww EOD.

(This will be a generalized assessment of incremental water quality
changes attributable to the successive application of uniform
effluent controls in a range of geographic regions throughout the
country.)

Residual disposal alternatives; environmental impacts of:

~-- Marine

-~ Atmospheric

-= Land

-- Mass balance effects.

Anticipated changes nationally and regionally from achieving and

not achieving in:

—= Fish, shellfish and wildlife

-~ Recreational opportunities :

—- Health effects T
-- Aesthetic values

-~ Acceptability of waste disposal options, i.e., ocean discharge
of primary effluent; deep well disposal; others.

-~ Areas for research.

VIII. INSTITUTIONAL ASSESSMENT

A'

Overall impact of the-Act and its implementation on the institutional

structure and capacity of:
-~ Federal government

-~ State government

-- Local government

-- Private institutions,

Capabilities of and constraints on institutional cooperation and
coordination:

~- Intergovernmental relationships (federal/state/local)



-~ Intragovernmental relationships
-~ Public-private relationships.

C. Evaluation of the effectiveness of:

-~ Permits

-- Compliance

~-- Enforcement

-~ Planning

-- Construction grants.

D. Constraints on institutional performance.

-- Financing
—- Manpower
—= Time

Attitudes P —

~- Public participation.

E. State and regional variations.

IX. ALTERNATIVE SCENARIOS

A synthesizing chapter in which selected levels of treatment will be
assessed for economy and social impact and implications of a selected
range of variable conditions in:

—- Funding
-- Timing
-— Resource constraints

Capital markets and governmental fiscal policy

.=~ Competing public and private needs
-~ Others.
“ 0 =
APPENDIX

Explanation of study methodology.
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A. MUNICIPAL

1. Assessment of Technologies and Costs
2. Assessment of Needs Survey

3.. Assessment of Local Agency Neads

4, Urban Runoff

5. Water Savings
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B. INNOVATIVE TECHNOLOGY
C. AGRICULTURE
1. Irrigation Return flow
2. Feedlots
D. NON-POINT SOURCES
#%y E. CONSULTANTS

. F. INDUSTRY: Iron & Steel

Organic Chemicals

Inorganic Chemicals

Petroleum Refining

Pulp and Paper

Electroplating
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' Steam Electric Power
General Industries, categories 1l-4

categories 5-..2
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catecories 34--33

[l
o

el

o~ bbb WwwWwWwWwwww o]



II. ECONOMIC
A. INDUSTRY (Micro)
B. MUNICIPAL (Misco)
C. INTERNATIONAL TRADE (Micro)
D. ECONOMIC SECTOR ACTIVITY (Macro)
SE.AS Modelling
E. ECONOMIC INCIDENCE (Macro)
F. MISCELIANCUS (Macro)
G. SPECIAL ISSUES
H.  BENEFITS
I. SCCIAL IMPACTS
J. CONSULTANTS
III. ENVIRONMENTAL
A. ADVISORY COMMITIEE (TIE)
B. RIVER REACHES (30)
C. SPECIAL STUDIES
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CONTRACTC _ ORTS STATUS

I. TECHNOLOGY Project Contractor Draft REPORT
Director and price Received

A(l). MUNICIPAL TREATMENT

1. Assessment of Technologies Baumer Metcalf & Eddy
. and Costs: $447,72¢
Part 1.Introduction & wastewater
" collection Jan.1975
Part 2.Wastewater treatment
- technology Feb.1975
Part 3.Sludge & Residual treat-
ment & Disposal, technology Feb.1975
Part 4.Formulation & presentation
of study results June 1975
*Appendix, part 1: Needs form
. List of WQ segments June 1975
Collection systems
Urban runoff assessment
Appendix, part 2. Unit wastewater process June 1975
cost & resource functions
Appendix, part 3. Unit sludge process cost & Included in
resource functions Appendix 2
Appendix, part 4. wastewater & sludge processes 8
*Addendum: Revisions & additions to above reports: July 1975

Part I, chapter 4

Part I, chapter 6

Part 2, chapter 8

Part 2, chapter 10

Revision to Appendix A5 (part
A(2). 2. costs associated with meeting

1)
Baummer

requirements of PL92-500 ("NEEDS")

A(3). Local Agency Needs
(questionnaire)
A4). Urban Runoff

Economic Input: Munici Compliance
i

Baummer
Baunmer

Burt

Americar. Public Dec.1974
Works Asso.

$78,000

Asso.Metro.Sewer NO report
Agencies $2,115.

Black, Crow &Eidsness
$82,000 July 1975

Meta Systems July .1975
(see p.l10)

FINAL REPORT
Comrents received RECEIVED
Comments still coming Due end of

in. Baummer will begin September
to send these to public

affairs office week of

Aug. 1l to set up "official"
Commission file.

May 1975 |

No report

TS
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I. TECHNOLOGY (continued)

A(5)

B.

C(1)

c(2)

E.

Water Savings (Questionnaire)

(see also Batelle #34, Gen.Industry)

Innovative Technology (to meet
"no discharge" after 1983)

Agriculture

Irrigation Return Flow

Economic impact: (including
non-irrigated)

Feedlots

Task Force (advisory)

Economic Impact:

NonPoint Sources (non-irrigated
agriculture, constr,,silvicul-
ture, )

Economic Inpact:

Consultants

- i .
Project Cont s & Draft Report
Director Price Received Comments received
Erickson Amer.Water July 1975
Works Fouadn
$7,000
Wilcox Water Parifica- 30
tion & Process July/1975
$65,000
Wells Toups 5 copies
$75,000 rec'd Aug.l8
Iowa Statz'. Draft final
‘Sokoloski $41,000 July 1975 (w/Hargrove critique)
Wells Dev.Planning June 1975
Res. Asso.
$50,000
Nelson U.Calif David None due

Sockoloski DPRA, Vol. III

Wells

$12,500

(combined w/above
technclogy weport)

Midwest Rss. July 18, 1975
$35,000

No Study

Beychak, Downing,

Masselli

Page 2. ~

Final Rk .
Received

Same as draft

Due mid-Sept °

None due

S



TN
) Project ©¢  or  Draft Report Final heport
F i § TECHNOLOGY (continued) Director an. .o Received Comments Received Received
P Industry
1. Iron & Steel Wilcox  Arthur G. McKee March & P.A.file set w 7/21/75 Overdue
$220,000 May 1975
Economic: Iron & steel Dale W  NBER Jan.1975 See II, Economics No
" Blast Fuxrn & steel mills " Conf. Roard June 1975 May 12, 1975
2. Organic Chemicals Kissell Catalytic Feb. 1975 P.A.file set up 6/16/75 June 1975
$333,120
Economic: Burt IRT 8/15 See II, Economics
DW Conf. EQ. Jan.1975 & 2/21/75
3. Inorganic Chemicals Kissell Catalytic Feb. 1975 P.A.file set up 6/16/75 July 1975
¥ (see akove)
Economic: Burt IRT 8/15 See II Economics
. 4. Petroleum Refining Large Eng.Scierce Jan.1975 P.A.file set wp 5/5/75 June 1975
Texas '
~ $168,0C0
Econémic: D¥ . .7 NEER ; June 1975  See II, Economics
oW Conf. Fourd Jan. 1975 " July 1975
5. Pulp and Paper Large Hazen & Sawyer Jan.1975 P.A. file set wp 5/15/75 May 16, 1975
$173,0C0
Economic: DLW, 177 NBER June 1975 See II, Econcmics
D.W. Conf. Ed. Jan. 1975 2 June 26,1975
6. Electroplating Wilcox Lancy Lats 4/30/1975 P.A. file set up 6/30/75
$189,200
Economic: Dale W. NBER 6/15/75 See II, Econcmics
7. Fruits & Vegetables Large Env. Assc. April 1975 P.A. file set up 6/3/75 June 1975
b $182,000 .
Soonomic: AS * DPRA:VC'J" _I_‘i_ June 1975 See II, Economics

+
.Q
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c NCWQ
Froject Cont:actor  Draft Report Final ~.ort
I. TECHNOLOGY (Continued) : Director & Price Received Comments Received Received
F. Industry (continued)
8. Plastics Kissell Procon, ‘nc. March 1975 Yes. P.A. file not set up Overdue
$170,000
Economic: Burt 7 IR&T by 8/15 See II, Econamics
9. Textiles Large Lockwood Feb. 1975 P.A. file set up 5/20/75 June 1975
Green Eng.
$167,500
Economic: W NEER June 15, 1975 See II, Econamics
10. Steam Electric Power Large Teknekron ‘April 1975 Yes. P.A. file Due mid-Sept.
$182,200 .  (w/appendix) set up 8/20
Economic: DW Teknekroi July 13, 1975 See II, Economics
"7 1l. General Industry (38) Kissell Batelle Vol.I-IV July 2 & 3
Columbus Feb. 1975
Grouwping (see page 8 for description) $377,000
Volume 1, BY CATEGORY: July 2, 1975
¢ ", la Ore Mining & Milling ( :
A 1b Ore Mining and Dressing ( P.A.file 6/23/75
Economic: None
o 2. Coal Mining P.A. file 7/7/75
Economic: None
(51 3.t ?é'trolemn & Gas Extraction ' P.A. file 7/8/75
Economic: None
Cs 4, Mineral Mining & Processing P.A. file 7/8/75
Econamic Hone

e

Ty
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Project Conwactor  Draft Report Final . _ort
I. TECHNOLOGY (continued) Director ¢ price Received Comments Received Received
F. 11. General Industry (continued) Kissell (see p.4)
Volure 1 (continued)
A 5. Fish Hatcheries and farms P.A, file 7/14/75
Econcomic: None
B 6a. Meat Products & Rendering (Red Meat) (P.A.file 7/22/75
B 6b. Meat Products & Rendering (Poultxry) (
Economic: A.S. DPRA, VOl.V
1. Neat Packing 6/15/75
2. Meat Processing 6/15/75 See II, Economics
3. Poultry 6/15/75
4. Independent rendering 6/15/75
Volume II, by categorys July 3, 1975
B 7. Dairy Products processing P.A. file 7/23/75
Economic: A.S. DPRA, Vol. VI June 1975 See II, Economics
B 8a. Grain Mills - Wet Milling (P.A. file 7/28/75
A 8b. Grain Mills, Dry Milling (
Economic: A.S. DPRA Voi. VII June 1975 See II, Economics
B 9. Sugar Cane Processing P.A. file 8/6/75
Economic: None
B 10. Beet Sugar processing P.A.file 8/6/75
Economic: None
a.&b.
& 11/ Canned & Preserved Seafood processing P.A. file 8/7/75
c 12. Miscellaneous Food & Beverages (Brewing) No P.A. file yet

LT e
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i NCWQ
Project Contractor Draft Report Final n._.ct
I. TECHNCIOGY (continued) Director & Price Received Comments Received Received
F. 11. Ceneral Industry (continued) Kissell (See p.4)
Groupin
vVolure II (continued)
A 13. ®imber Products processing
Economic: None
A l4. Furniture and Fixtures manufacturing
Economic: i None
B 15. Builder's Paper & Board Mills
Economic: None
VOLUME III, by cétegory:  July 3, 1975
A 1. Paint and Ink formulation & printing
Economic: Burt IRT . Due 8/15 See I1I, Economics
A 17. Soap & Detergent manufacturing
Economic: None
A 18. Phosphates manufacturing
Economic: None
B 19. Fertilizers manufacturing
Economic: : A.S. DPRA, Vol IX June 1975 See 1I, Economics
A 20. Paviny & Roofing materials
Economic: None
B 21. Rubber Processing
Econamic: None
e 22. ILeather Tanning & finishing
Economic: A.S. DPRA Vol VIII June 1975 See II, Economics

“ ii 3
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TECHNOLOGY (continued) Received Conrents Received Receiv...
F.ll. General Industry (continued) Kissell (see p.4)
VOLME III (continued)
Grouping
A 23. Glass Manufacturing
Econcmic: None
A 24. Cement menufacturing
‘Economic: None
A 25. Structural Clay Products
Econamic: None
A 26. Pottery & related products
Econamic: None
A 27. Concrete, sum & Plaster uets
Economic: None
A 28. Asbestos
Econamic: None
VOLUME IV, by category July 3, 1975
a 29. Insulation Fiberglass manufacturing
#GK Economic: 2 None
B 30. Ferroalloys manufacturing
Economic: None
Mfqg.
B 3la. Nonferrous Metals/- Al,Cu,Pb,Zn
A 31b. Nonferrous Metals -~ Bauxite (refinishing)
Economic: D.W. NBER June 1975 See II, Economics
c 32. *Machinery and Mechanical Products Mfg.
-+ “Economics None
' B 33. Transportation Industries .

praft Report

et g Sl e

Econamics None

2
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NCWQ
Project Contracior Draft Report Final . port
I. TECHNOLOGY (continued) Director and Price Received Comments Received Received
F.1l. General Industry (continued)
VOLUME IV {(continued)
Groupings
c 34. Water Supply (see also p.2)
Econcmic: None
A 35. ‘Steam Supply
Economic: None
A 36. Auto & Othexr Laﬁndries
Economic: _ None
A 37. Foundries
Economic: None
A 38. Nonferrous Mill Products
5 e NGt )

General Industry Groupings:

A - 21 industries considered to have "insignificant pollutant discharges or impact"
B :‘;\12 industries that can be"adequately assessed by @ refiner-nt and updating of EPA results"

C - 9 industries that have water pollution problems and require "analysis in greater" detail than found in EPA efforts"

42 (includes four industries broken into two categories)

NOTE RE ECONOMIC IMPACT REPORTS :INCLUDED IN ABOVE
The above indicated reports, along with other economic impact studies, are shown in

e dg_ta:_n_.l in II following.  Other econamic impact industry report (not shown w/ above technology reports) i
3 k —-- Alkalies & Chlories (Conf. Board) Final report June 1975
~= Diugs (IRT) , report due
-- Plant Closing & Regional Consequences, draft re?:rt 6/1/75 (NBER)
~= Ewecutive Sutmaries, NBER (Report Jan. 15, 1975

Wosimanal

»;
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NCWQ e Page 7~

; Project Cogti_ : Draft Report Final R
II. BECONCMIC Director and r. < Received Comments Received Receiver,

A. Industry (Micro)

Nat'l Planning

1. General Industries Burt Assd. $89,000° Overdue (contract will probably be canceled)
2. Framework of Industrial Studies and =~ Conf.Bd.$69,300
Review of selected industries: D.W. plus
{1} Blast Furnaces & Steel Mills $50,9000 (1) 6/28/74 May 12, 1975
(2) Petroleum Refining * (2) Jan.1975 July 8, 1975
(3} Pulp, Paper &"Péperboard Mills (3) Jan. 1975 June 26,1975
(4) Alkalies & Chlorine (4) Jan.1975 June 30, 1975
(5) Industrial Organic Chemicals (5) Jan.1975 Feb, 21, 1975
3. Industry (Micro) Burt Int'l Res=arch
& Tech,
(1) Organic Chemicals $192,500 8/15

(2) Inorganic Chemicals
(3) Plastics

(4) brugs = did not do
(5) Paints ~ did not do

3. Industry (Micro) D.W. Nat'l Bar=au of

Executive Summaries Economiz Research Jan. 1975 :
Reports: (1) Iron and Steel $379,409 (1) Jan. 1975 : ‘

(2) Petroleum Refining (2) June 1975
(3) Electroplating (3) June 1975
(4) Textiles ) (4) Feb. 1975
(5) Pulp and Paper (5) June 1975
(6) Non-ferrous metals (6) June 1975 .. Due mid-Aug.
(7) Plant Closures & Regional Consequences (7) June 1975

4. Industry (Micro) Developneat

A.5. Planning & June 1975:

(1) Fruits & Vegetables Researci (1) vol.1v__
(2) Feedlots $202,779 (2) vol. III "
(3) Meat products . (3) Vol.V (4 parts) ————— 1. Meat Packing .
(4) Grain Milling ' (4) vol. VII 2. Meat Processing ':
(5) Leather Tanning (5) Vvol. VIII 3. Poultry Z,
(6) Pertilizers (6) vol. IX 4. Independent Rendering .
(7) General Methodology (with addendum-tables) (7) vol. II g
(8) Dairy Products (8) Vol.

A



II.

F.

Miscellaneous (Macro)

1. Forecasting (State/local finance) A.S.

2. Econcmic Study Design A.S.

3. long-range task Schedule A.S.

Special Issues

1. Financial Markets Conference A.S.

2. State & ILocal Financing Burt

(Contracts not let on supply constrajnts
and Inflation) ]

NCWQ
Project “or Draft Report
BECONCMIC (continued) Director and rrice Received Conments Received
Industry, Micro (continued)
5. Steam Electric Power D.W. Teknekrcn Aug.8,1975
$77,400
Municipal Opfions (Micro) Burt Meta Systems April 1975 &
$120,C0C July 1975
International Trade (Micro) D.W. Center for July 30, 1975
Naval Aral.
$115,C0C
Economic Sector Activity (MACRO)
Working In
SEAS MODELLING A.S. & b 170 e $65,000
Korty CONSAD ~ -~ "°126,500
Control Data ~ 95,000
IIRF 15,000
U.vVa. 10,000
Boeing 15,000
Economic Incidence (Macro) Burt Urban Sy'stems

$91,4C0 Prel (incoamplete)

June 1975

Adv.Ccmmi. Int.
Rel. $16,500

1974
PIEC $23,700 1974

Contrcl Data 1974
$10,0C0

Conf. Board July 1975

$25,000
Data Fesouwrces Summary report due Aug. 20
$69,600 Full report, end of August

'&/}

[

LR - L ¥

Fina rt
Receiv._.

Question of
final Report

Due Sept. 1

None due
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II.

H.

T

J.

K.

A\

Cor. or
and k1ice

Draft Report

Received Camments Received

NCWQ
Project
BCONOMIC (continued) Director
Economic Benefits
1. National Recreation Erickson
2. Beach Closings and Burt
reopenings
3. Property Value Erickson
4. Coamercial Fishex"ies A.S.
SCCIAL IMPACTS |
1. Social Inpacts Loe

2. Analysis of Social Impacts ILoe
(Lake Washington-Lake Union)

CONSULTANTS
Resources for the Future
Center for Environment & Man
5 individuals (critique &
evaluation)
AGRICULTURAL (see page 2 for economic
impacts, Feedlots & Irrigated Agr.)

Project Directors (see above initials)

A.S. = Adam (Dan) Sokoloski, Program leader
D.W. = Dale Wittington -
Korty - Doug Korty

Burt - Bob Burt

Ioe =

Roy Loe

Erickson - Ray Erickson

Nat'l Planning Pre-draft in
Asso. $:92,500

Battell: Memo. Yes
$99,000

Dornbusch
$141,400

June 2, 1975

Fla. E’t&lte Uo Prel.draft iﬂ-

$76,674 Draft due 9/1
(includes also Envirommental
Impact - see page 15)

Abt Asso. June 9, 1975

$193, 800

Human Rosources June 1975
Planning Inst.
$42,230

$7,50C
5,000
20,000

Lu’ﬁ e

Final &
Receive.

July 14, 1975

hg
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Com 3 Draft Report

and k... Roceived Comments Received

Project
III. ENVIRONMENTAL Director
A. 2Agvisory Comnittee
The Institute for Ecology (TIE)
Phase I
Phase II & III
Iogistics Support, Center for
Environment and Man
B. River Reaches
Scopes: Study Area II - present Water Quality
Study Area Vic- envircnmental impacts

Site No.
II § VIc 1. St. John's River, Maine Meyer

II & VIc 2. Eoston Harbor-Charles R.,Ma.Peterson

II & VIz 3. Conn. R., Mass & Conn. Meyer

TIE No reports
$45,000)
$86,55
CEM No reports

$28,403

Meta Syszems May 5, 1975
$48,600

Process Res. June 9, 1975
$68,96‘1 ’

Center for EnvApril 1975

& Man $53,166

(Lawler .Matusky June 1975°
(°$103,45)

(Lawler Mitusky Report in(l cy only)

Academ’ >f Nat.July 31, 1975
Scienci:s,Phila.

Part of 5112,000

IT & VIc 4. Housatonic R. Mass. Meyer
II & VIc 5. Susquehanna R., N.Y. Meyer
Viec 6. Potomac R. Md. & Va. Peterson
II. 6. Potomac R. Md. & Va. Meyer

II & VIc 7. Yadkin-PeeDee, N.C.,S.C. Range

S 8. Santee, N.C., S.C. Peterson

GKY As:i0. Feb. 1975
$15,.109

TRW Ine:. June 5, 1975

$52,400

Water Res.Eng.Aprill975

Part of 163,700

Vic 8. Santee, N.C., S.C. Peterson

Academ’ of Nat.
Sciences,Phila, July 1975

Part of 13112,000

Final :

Receiveu )
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I1TI. ENVIPONMENTAL (continued)

B. River Reaches (continued)
Scopes Site No.

ITI & VIc 9. Chesapeake Bay, Md, Va.

II & VIc 10. lLower Miss. R. & Delta

IT & VIc 1l. Escambia Bay & R.,Fla.
II & VIc 12. Trinity R., Texas
(Upper Mississippi)
I% - 13. Minn-Miss-St.Croix Confl.
Minnesota & Wisconsin
Vie 13, Minn-Miss-St.Croix Confl.
II & VIc 14. Lower Missouri, Mo.
II 15. Iowa~Cedar River, Iowa
Vic 15. Iowa—Cedar River, Iowa

II & VIc 1l6. San Antonio~Guad. Basin,Tex.

II & VIC 17. South Platte R., Nebr.

i IT 18. Upper Rio Grande, N.M.,Tex.

Vic 18. Upper Rio Grande, N.M.,Tex.

NCWQ £ X\
Project Cor or Draft Report
Director and rric2  Received Comments Received
Range Va.Inst. Aug. 1975
$59,100 (Vol.I & II)

Allen Coastal Eco—- Overdue
systems Mgnt (1 copy in)
$65,007

Range “Atlantis Sci. June 30, 1975
Part of $102,160

Peterson Water Res.Eng.June 19, 1975
Part of $170,335

Peterson Water Res.Eng.July 31, 1§75
Part of $68,700
MRI

Peterson /No.Star Res. May 1975
Part of $87,300

Peterson Midwest Res. June 30, 1975
: $75,00)

Peterson Water Res. Engblay 1975
Part of $68,700
MRI
Peterson /No.Star Res. July 1975
Part of $37,300

Peterson Water Res.Eng.June 1975
Part of $170,335

Allen Tetra Tech.
Part of $311,935

June 9, 1975

Peterson Water Res.Eng.March 1975
Part of $ 45,700

Peterson Aca.Nat.Sci.Phila. June 1975
Part of $112,000

'
e

-~
Final 3
Receive.

Draft is final
report

Due now

None due

None due

Due now
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III. ENVIRONMENTAL (continued)

B. River Reaches (continued)
Scopes Site No.

IT 19. Columbia R., Oregon, Wash.
Vic 19. Colurbia R., Oregon, Wash.
II 20. Snéke River, Idaho, Oregon
Vic 20. Snake River, Idaho, Oregon

II & VIc 21. Gulf of Alaska, Alaska
II & VIc 22. Hawaii

II & VIc 23. Puerto Rico

II & VIc 24. So. Calif, Bight, Calif.
II & VIc 25. Hudson R. & N.Y. Bay

II & VIc 26. Illinois R., Illinois

II & VIc 27. Utah Lake-Jordan R., Utah

II & VIc 28. Biscayne Bay, Florida

II & VIc 29. St.John's R.Estuary,Fla.

II & VIc 30. Percy Priest Res.,Tenn.

LR~ L ]

Project Cc roxr Draft Report Final ct
Director and ..ice Received Comments Received Receiy
Allen Tetra Tcch  Feb. 1975 March 1975
Part of $311,935
Allen Parametrix  May 197%
Part of $69,130
Allen Tetra Tech. Feb., 1975
Part of $311,935
Allen Parametrix  april 1975
Part of $69,130
Allen Tetra Tech  May 1975
Part of $311,935
Allen Tetra Tech  June 17, 1975
Part of $311,935
Allen Tetra Tech. July 7, 1975
Part of $311,935
Allen Tetra Tech  June 9, 1975
Part of $311,935
Meyer Lawler MatuskyAuy. 5, 1975 :
$69,700 ;
Peterson Env.Mn@lysts Canceled in
$50,0C0 Mid-July
Allen Env.Dynamics Overdue
$50,000
Peterson Water Ros.Eng.May 19, 1975
Part of $..70,335
Ran Atlantis Sei. July 2, 1975
% - part of 5.02.160 ¥ 4
Range Vande:bilt U. Overdue
$50,000 s

owe )
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C.

ENVIRCMMENTAL (continued)

Special Studies

1.

1.

2.

Ocean Discharge, less than

secondary treatment
Municipal effluents
Residual Disposal

Commercial Fisheries

Water Quality Modelling

INSTITUTIONAL

Construction Grants
Grants & Financing

Planning

Regulation & Envforcement

a. Permit System

b. Compliance Monitoring

c. Enforcement

'Y PR o,

NCWQ ,
Project Cc_ :0or  Draft Report Fina. xrt
Director and rrice Received Comments Received Receiveu
Meyer SCCWRI® Recd.Aug. 15°
$9,500
Meyer Eng.Scicnce g
$14,200
Meyer Env.Q.Svstems Due Aug. 11
$230,000
Range/ Fla.State U. August 1975
A.S. $33,250 (includes also econcomic
impact -- see page 11)
Allen Hydrosc:ence No report due
$59,115
Freshman Touche Ross April 30, 1975 P.A.file established 8/12 Aug. 8, 1975
$172,200 :
Freshman Wise May 30. 1572 P.A. will have file 8/30 Due Aug. 20
$106, 316
Reiter  Energy & Env. May 1975 P.A.file established 8/12 Aug. 8, 1975
R126,€00 .
Braubach Energy Resrs June 1975
$71,150
Reiter Env.Lew Inst. April 30, 1975 P.A.fils established 8/14 Due late Aug.

$127,509

el
?
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INSTITUTIONAL (continued)

4. Resources and Constraints

a. Public Participation

b. Attitudes

c. legal Issues (Stat.Authority) Schenen-

d. Problems of "Doers';

Municipal & Agricultural

Industry
5. Draft Study Design

REGIONAL ASSESSMENTS

Study Design
1. "Merrimack-Nashua
2. Delaware-Delaware Bay
3. Ohio
4. Kanawha (W.Va.)

5. Lake Erie

6. Chattahoochee~Flint-Apalachicola

] LA - L
NCWO i Page 15~
Project Co or  Draft Report Final e
Director ang ...ce Received Comments Received Receiv
Ziegler Ragan Ass0.  June 1975 P.A.file established 8/19/75
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July 30, 1875

MEMORANDUM FOR: Governor Raymond Shafer
{SIGNED) Joss e
From: Joseph B Kasbaevs

Assistant to the Secretary

Subject: Review of the National Commission on Wa;er
Quality Metal Finishing Studies

In accordance with your request, the Department of Commerce
has reviewed intensively the technology, costs, and economic
impacts of the Federal Water Pollution Control Act Amendments
of 1972 on the metal finishing industry.. Cur review is
based on two reports prepared for the National Commission

on Water Quality, namely, a report on technology and costs =«
prepared“by Lancy Laboratories, “nc., and a report on s,
the economic impact, prepared by the National Bureau of
Economic Research, based upon the technological and cost
considerations sp°c1rled by Lancy Laboratories. We have

also reviewed supporting materials and industry submissions
in the National Commission on Water Quality files.

A copy of our report is attached. Our report concludes that:

o The EPA regulations are more stringent than the Lancy
approach.

o Lancy estimates of BPT attainability are reasonable.
o Lancy estimates of BAT and NSPS are not reasonable.

o The EPA no discharge requirement is not technically
feasible.

o There is inadequate environmental data to permit
analysis and comparison of costs and benefits of
various levels of pollution control.

o There are serious limitations in using chemicals
purchased as a control point.
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o The universe of plants in the industry is overstated.

o Capital investment requirements to meet FWPCA
requirements are massive. e

o NBER underestimated the cost point at which plants
will close.

o The economic 1npact in terms of plant closures will
be severe.

o NBER has inadequately considered the difficulties of
industry transition and the accompanylng disruption
to other industries.

Narrowly viewed, the reports prepared by Lancy Laboratories,
Inc., and the National Bureau of Economic Research were

of acceptable quality. They tried, to the extent possible,

to base their analyses on actual plant data and plant
configurations, rather than on hypothetical constructs,

as has been the case in numerous other studies. Fevertheless,
we have raised sufficient questions regardlna data and o
methodology to justify detailed- scrutiny of the other industry--
reports. We recommend that such evaluations of the technical
and economic analyses be made.

From our discussion on July 29, it appears that there are
some general methodological shortcomings with the industry
reports, although these are not all present in the metal
£inishing report itself. The major problems are cited
below:

o NCWQ has, in some cases, used contractors who
previously prepared industry economic studies for
EPA in the process of guideline formulation. This
procedure builds in biases and methodological errors
that were present in the previous work.

o The Z2A and NCWQ analyses are based largely on so-called
representative plants. Unfortunately, the representa-
tive plants (hypothetical or actual) do not appear
to be representative, as reflected in the studies we
reviewed and other studies done for NCW(Q and previously
foxr EPA.



o While the analyses are directed basically to the
determination of costs to industry and the immediate
impacts on plant closures, employment, prices, ete. ,
they do not adequately estimate the secondary
and other "ripple" effects that industries, consumers,
and the economy may face. :

o The technological .bases of the analyses are often
def;c;ent, representing parts of technology available
to specific firms, but not necessarily.to the
industry in general.  These bits and pieces are
put together within the context of a hypothatical or
actual new plant (our "six-million dollar man"
example.) Also, land and space are. assumed to be
available to adapt existing plant configurations to
accommodate pollution abatement eguipment.

o The industry-by-industry approach will not ‘provide
meaningful insights on aggregate .impacts. Given the"
methodological shortcomings, the estimates of industry
impacts cannot be aggregated. When interindustry
relationships are considered, with each industry
itself facing effluent guidelines, the total impact __
is likely ta be larger than the sum of the individual i
industry impacts.

o The analyses do not provide data on benefits, di.e., clean
water and therefore a relationship between benefits and
costs cannot be related for policy evaluations. The
studies examine technological and economic factors,
but superficially cover environmental factors.

Further, they do not adequately relate these aspects,
even when they are considered.

These are serious shortcomings. However, even with the
limitations, I believe some positive results can be achieved
by the NCIWQ through the following steps:

1. Recognizing there may be problems in the industry reports
similar to those found in pulp/paper and metal finishing,
- go through all the reports and summarize the cost of
achieving BPT, BAT, NSPS and any other intermediate
levels of pollution control common to the reports.
At the very least, this will provide a first
approximation to the aggregate cost of achieving
the various levels of pollution control mandated by
the 1972 Act. To the extent that criticisms of the
two reports reviewed by CEA and Commerce are representative,
these costs will be conservative.



2. Ve understand that NCWQ is conducting regional studies
of the aggregate impact on water quality which will
be brought about by the recommended BPT, BAT and
NSPS. These studies should be completed, since they
represent the overall benefit of implementing the
Act. Hopefully, this will be done against baseline
data on conditions that would exist without the Act.

3. "The Commission should then be in a position to arrive
at qgualitative judgments on the feasibility and
desirability of implementing the Act, at least as
currently interpreted through regulations. ~ Given
the costs in the metal finishing industry alone,
it appears that a complete reevaluation of the Act
is in orxder, but a definite decision on this course of
action should be deferred until the work is completed.

If the studies had adequate data on benefits to permit
sensitivity analyses on the degree of pollution control
achieved at varying cost levels, they would be of great

value in any reevaluation of the Act. However, as has been
pointed out, they were written under the assumption that a ™ :
postulate& BPT and BAT would: be a firm requlremen*. 5
As you know, Secretary Morton has a keen interest in
environmental matters as they relate to our Nation's industrial
vitality and economic growth. Accordingly, we are prepared
to participate in a review along the lines noted above

and as developed in our meeting yesterxday.

Attachment
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I. INTRODUCTIONM

In any review of the impact of the Federal Water Polliution
Control Act Amendments of 1972 (FWPCA), it is particularly
appropriate that attention be focused on the metal finishing
industry. The reasons are:

e The industry is a heavy polluter in terms of toxicity,
although not in terms of quantity.

© Pollution abatement requirements portend to be severe

© It is an example of an industry in vhich a number of
separate sections of the FWPCA must bz considered in

concert.
=
© The industry is characterized by a large numb £
small establishments. - S
¢ There is the pirospect of the most drastic changes i1
industry structure of any industry for which efilu

guidelines have been promulgated. ,

The analysis of the mestal finishing industry was made for

the National Commission on Water Quality by Lancy Laboratories,
Inc. (Lancy), which examined the technological aspscts and
developed cost estimates of technology, and by the National
Bureau of Economic Resesarch (WBER), which examined the economic
impacts associated with the costs of effluent control and
abatement.

In our review, we have not replicated the quantitative
estimates contained in the Lancy and MBER reports. 70 do so
would have required access to the data, the eguations, and
the model through which the results on economic impact were
ascertained. These are not fully presented in th2 reports.
For example, the cost and energy eguations were nct shown in
the NBER recport.

Our review consisted of (1) evaluating the accuvacy and
usefulness of the basic data contained in the rouoris,; (2
working back from the results to the basic infornation to



determine if the results and the conclusions drawn froxm
them were consistent with the input information, and (3)
determining if the conclusions are applicable to actual

industry conditions.

s



II. SUMFMARY ARD CONCEISEONS

e

-

The metal finishing
captive and job shop: ;
(Stdncard Industrial 1bat10n CiE SIC code
Meatal Coating and Allied Serxvices (SIC 3479%). Acc
to the 1972 Census of Manufacturers, there are app
4,700 establishments in these classifications, whi 2
covered by Environmantal Protéction Agzncy (EPA) effliuent
guidelines. Lancy Laboratories, Inc. {Lancy) covers matal
finishers in these classifications and extends the analysis
to metal finishers in other industries which ray subsesquently
be subject to EPA guidelines. Thus, Lancy's universe totals
60,000-80,000 establishments. The actual univers=a of
stablishments has been a continuing problem in determining
the severity of the iwpact of effluent guidelinss on this
industry.

Direct comparison of EPA and Lancy standards is not possible.
In general, Lancy's standards are less stringent th31 EPA's.,
We accept the Lancy Best Practicable Tachnology (BPT) and
level of control. We have reservations absut the technical=
and econonic feasibility of Best Available Technolegy (BAT)
and New Source Performance Standarés (LiSPS) as proposed by
Lancy. We agree with Lancy that “no discharga" by 1885 is
not technically feasible. Finally, we do not concur with
Lancy's deletion of a small platexr catagory. -

On technical grounds, we agree with Lancy's propcsal for
"chemical consumption” as a measure of Best Available
Technology. However, the concept requires study as to its
applicability as a general guide to be used in other
industries. As yet, chemiczal consumption has not b=en
reconciled with economic data. It is not a useful indicatoxr
of the economic conseguences that will result from its
administrative use by requlatory bodies. As proposed, it
vill not allow evaluation of trade-ofifs hztween environmental
protection and zconomic costs. Eguitable application of the

criterion will be difficult.

On the bacis of Lancy's tec sasament of the

reguiremants of the Mederal ar Poll Coutaral ek
Aaandrients (PEFPCA) and the costs of tegh-aologies, tha
MationAal Buresau of Eoonomic Regsarch (fLE4%) esciznzind the
impact of 1977 (2Fe), 1983 (rA%), and 1585 (no ciudhargo)

-
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reguirenents. According o NBER, 6> porcont af ths plants
would not be able to meet tha PBAT level Costs and e
therefore subject to tlosura. Seventy-five percans o tho
plants would be subjsct to closurs if the noe dischargo goal
is to bes achieved. More than 40 percent of the endang=zrod
captive shops are omz’l. Although thcy represent: oaly 3
erant of the total industry capacity, these plants
comprlge 31 percent of the capacity that is most likely to

close.

Furth°r, according to NBER, the construction of 5,636
medium—-size plants will be required between 1977 and 1683,
and another 10,893 new plants will be required by 1985 to
compensate for production lost if thz EPA regulations are
enforced.

believe that the impact of the costs of abatement are
in many ways understated by the NBER analysis. For example,
the $5,000 cciterion used by NBER to deternine plant

closures is too low in light of ovarall price increasas in
the economy since 1273 (the base énce for the analysis) and
the recent increases in energy costs. Tha criterion also
inadequately covers the considerable variations in costs to

individual operations.

Irrespective of whosz universe definition is used, the
total cost of control will be huge. ‘Tha metal finishing
industry, with roughly $6 billion in vresent capital
regquirements, will bz called upon to invest §44.6 billion
in new plant and equipment--four timzs rmores than tho

petroleum industry will have to spend {0 comply with air
and water standards by 1983.

Massive restructuring of tha industry will occur kheatuesn
now and 1983. The transition will involve considzrable
disruption of other industries' production bzhavior. The
use of metal finishing, although snall in terms of dollar
value, is critical in many industries. Thousands of
products rely upon metal finishing for durability and
quality.

While much of our avaluatio: Loth: tha

I: cy and NBLR raeporcts, that this doos
not imply that wo dicn ‘al bonor of Their

3

<
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findings and conclusions in regard %o tks inpact ol the
Federal Water Pollution Control Act Zuondments of 1972 on

the metal finishing industries, and tne net reaule on tha
national econowny.

We are critical of the accuracy and re €
of thair gross figures largzaly because ‘inaccur
lead to an unwarranted discrediting and deprec:
the import and conclusions to be drawn m £ic
that general magnitude.

We further note that the reports have not adequataly
presented the whole picture. We emphasize this concern
not beacause a more thorough and comprehszan
would reverse or even derogate tha genexr:
but because it would reinforce and suppor
that enforcement of the FWPCA through the
regulatlons, requirements and mandated a
h
i

Hc
Q<
(]

2

5 analysis

1 conclusioas,

t the inference
particular

batemant levels
e
us

r4>

presently imposed on the industry will very serious
and unjustifiably severe impact on the try and the
national economy. . L —

n‘ﬁ-’

&
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III. ANALYSIS OF TECHNICAL AND ECONGHIC LEPORTS
PRUPARED BY LANCY LABORATORIES, INC., AN
THE MATIONAL BUREAU OF ECOHONMIC. RESEARCE

A. Technology of Waste Treatment

1. Technology

Direct comparison of Lancy's work with that of the
Environmental Protection Agency (EPA) and their contractors
is precluded because they use different technical measurement
bases. EPA has consistently used weight of pollutant per
‘unit of area plated as their basis for standards. This 1is,
in effect, the imposition of a water use limitation on the
industry. Lancy, on the other hand, believes that water use
will be minimized because of cost factors, and recommends
BPT, new source, and pretreatment controls on the basis of
pollutant concentration, and BAT controls by regulation of
chemnical consumption--a new concept for these types of

regulations. —_

The following discussss the Best Practicable Treatment (BPT),

est Available Technology (BAT), New Sourczs Performanca
Standards (NSPS), and Pretreatment technologies, their
reasonableness, performance, uncertainties, and alternative
approaches.

Best Practicable Treatmzsnt (BPT). There are several basic
differences between Lancy and EPA. First, the BPT technology
recommended by Lancy (identified as APL~-1l) includess the unit
operations and processes envisioned by EPA. However, due to
the complexity and variations in plating facilities, Lancy
envisions that additional unit processes as wall as more
sophisticated operational control will be required for some
plants to m=2t the Lancy report concentration standards.
These additional unit processes include flocculation, the
addition of coagulating agents, and additional automated
process controls. The Environmental Protection Agency's
effluent limitations (mg/m?/operation) are based on the
attainment of total suspendad solids concentrating of 20 mg/l
and a limit of 0.5 mg/l for cach of several h=avy nretals, e.qg.
copper, nickel, chromium, and zinc. The EPA limitations

o



are for total heavyv -matals (soluble ard insolu
Alternatively, Lancy recommeznds APL-1 coacentraiiy
standards of 20 Tg/l total suspended solids, and 1
for each hesavy m2tal in ths soluble form. For tot
nd

lo

21
hesavy metals (so1uole and 1naoluale) the recomnzndation
is 2 mg/l. Thus, Lancy finds it will take technology
in addition to that identified by EPA to m=2et liritations

less stringent than those promulgated as BPT by EPa.

Second, EPA has established a small platers subcategory

in which a lesser technology is permitted, i.e., cyanide
destruction, neutralization, and equalization. Lancy

does not discuss or provide such a small plater subcategory
for BPT.

Third, the EPA limitations are expressed in terms of weight
of pollutant per unit area plated which, in effect, creates
a flow restriction on the discharger. Lancy recozmends

that the limitations be expressed in terms of concentration.

*
=~

] s e,

Both Lancy and EPA consider the potential effects which may
follow the use of chelating and corﬁlexing agents c
precipitation on the treatment system's performanc
uncertainties are not universally quantifiable. &
of the effects of these phenomena can only be acc

on a case-by-case basis.

11
and

e These
vazluation
omplished

h

We believe the technology recommended by Lancy is reasonable
and will perform as estimated. It should be noted that the
technology may not meet the EPA BPT limitations. We concur
with Lancy that the control of heavy metals should be on the
soluble form. We do not believe the recommendations for a
separate limitation on total metals for control of the
insoluble fraction is necessary. The insoluble fraction can
be adequately controlled through a total suspended solids
limitation.

Technically from an enforcement v1owp01nb we prefer t©
limitations be expressed in terms of concentration st
However, standards based on concentration must b2 linuéd to
water flow and variables which enable determination of
economic impact.



thzat the performan

Available information on
n 3
attain the predict e

R ”114 "aPT" rxocommended
concains sophistice t probably n~cn?°1“1) proces
controls which should increase the rcliability of the
system's perfo*nan*a No other IeaS’O1e technology
appesars more promising given the "state of the art® of
the recommended technology and the remaining time period
for conmpliance.

'J]

Best Available Technology (BAT). The EPA BAT limitations
require no discharge of pollutants. Lancy states that it
is not possible to operate a metal finishing process as a
totally closed system with no waste discharge. We concur
that reliable technology sufficient to achieve no discharge
is not currently available, and that there is no assurance
that it will be available by 1983. Lancy proposes not a
BAT technology per se, but rather a mechanism whereby the
discharge of pollutants is further reduced by control of
the purchase and consumption o0f chericals. This approach
has potentlal merit,, but would require additional develop-

ment prior to 1mpleﬂentatlon to overcome nrany problems A

including the following:

1. It has not been demonstrated that all of the reguired
chemical regenerative processes are fully developad
and ready for use. Furthermore, the econonmic feasibility
of the proposed BAT technology is at best uncertain dus
to the questionable marketability of some of the
regenerative chemicals.

2. Chemicals used in metal finishing may well be used in
nonmetal finishing operations in a nultiproduct facility
and thus would create an inventory anOUHLQQlll-Y problem.

3. An eqguity problenm would develop batwezn those plants now
practicing conservation measures, and thosza not practicing
conservation measures because Lancy envisions an across-
the-board percentage reduction.

)

4. 'The ability to implement this appreoach in a regulatory
program is questionable.

b



w2

is praviously stat2ad, the techanlogy {(ici) ko aolicvs X

i35 fars) not wall =2dveanced. Thzzeioces, it wnils oo
spaculative to predict the lilely pericrmanca of i propsasad
systems. We agree that the technoalogies advoncsd uy Tansy o3
wall as EPA represent several promising approachas.  Sicali-
ficant research and developwment is nez2dzd to advancs tha
"state of the art" of the propos=ad BAT treatment techaslogy.
If the prooosed BAT technologias are not devzalopsd, furthar
reduction from the BPT limitations could bz achizvad by tha
addition of vacuum filtration to thes BPT treatment systen.
New Source Performance Standards (NSPS). For une2w sourcas,
Lancy proposes concentration liwmitations onz half of the
APL-1 limitations. This would presumably b2 accomplisiied
through segregation of the various waste streans and optimun
pH precipitation, but otherwise using 2PL-1 techrology. Wz
agree that optimum pH precipitation ”lll genarally achicva
lower effluent C0n0°1trdtloda, but w2 are unable to predict
from the data given in the report a sp=cific percantage
reduction such as the 50 pzrcent reduction Lancy proposas.

Tha technology prdposed for new sourca parf 0,
may achisve the effluent concencrations nre LAaacy
has failed to demonstrate the cost cffectiy

recommendad systexs. Further documantation wefore
these recommendations are acceptad as a univer atory
approach. =

sources

Another approach for reduction of pollutants fx 7l
d in neawy

o
is process water reduction. This can be accom pli
sources because of less stringent spacs or coafi

s

limitations as compared to additions to existing

s
Therefores, water reduction, s=zparation of waste streams, and
effluent filtration, as mentioned in th2 discusszion on BAT,
saem to bz promising approaches. :
Pretruafnsn The recommended pretreatment taconslogy is
reasonable, an& the anticipatad coni vals appearx to bz
feasible whan viewad in the light of i proviogs dlsenssion
concerning BPT teachnology. Howaver, tho suguyastod
mant ‘wcan\]oqy for swmall metal finishin
Listing of ovanide dostrushion, 2 nagsgaany v




Laency recormends that wastes Trom metal <
limited to 5 percent of the flow in ths =
systemn, and that no dischargsr ovaer 100,
pzrﬂltued to dischargs to a municipal sy
ed receiving waters are anilable for
& ILnd these recommandations to b2 arbi
that such decisions are best left to the

2. Consistency with Standards Issuzd by EPA

BPT and NSPS. . Since Lancy has chosan to recoimmend a concen-
tration limitation approach and has not guantifiad water
usage in its report, a direct comparison with EPA’
promulgated BPT and NSPS weight limitations caarot ba nade.
If one compares ths concentrations EPA utilized in its
development of limitations with Lancy's effluant concen-
tration projections, it can be concludad that the EPA
standards would not be attained. FHowever, EPA's nathod of
calculating total plant limitaticns should allow tha
limitations to be met for all complex, multiline facilities.
Therefore, EPA standards could bes descrikzd as reasonable
for such large plants, not because of technical fcasibiliis.
but rather because of the mathod cf calculation.

The Lancy report doss not QPVJ1OQ limit ;
raxinun lely values and 30-day averaga values. REPA has
set the maximum day limitation at two ti thz 30-cay
average limitation. In our view, statistical analyses
indicate that EPA's maximum day is too lew. Thus, dischargers
are qguaranteed to be in noncompliance several days p=ar year.
Lancy should address this problem in the final reporxt. :

ations for both
a

l

h

BAT. Lancy does not advocate the complete elimination of
process wastewater pollutants as promulgatad by EPA for

Phase I industries. A3 previously discussed in the Technnlogy
section, w2 do not believe that a no discharge limitation is
reasonable due to both technical znd economical factors.

Pretreatment. Sinc
standaras ifor the
to coupaxre Lancy's
that EPA is current
the sl cﬁLGo]4t1wq
significant cha

standards.
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3. Availabilitv of Pollution Control Equinmang

Bas=d on Bureau of Domestic Commerce (BDC) survays of
nmanufacturers of wastewater treatment eguipment in 1%85, 1963,
and 1970, that group of industries had combined annual salc
of $300 million while operating at about 30 percent of
capacity. This picture has changed due .to acceleration of
pollution control expenditures. Discussions with manufacturers
indicate that there is still excess capacity and that capacity
can be readily increased.

As a rule of thumb, about 30 parcent of capital invested in
industrial wastewater facilities is accounted for by eguipment.
Applying this 30 percent factor to data from the Bureau of
Economic Analysis (BEA) on capital expenditures by U.S.
businesses for water pollution abatement plant and eguipment,
we find that in 1974 equipment expenditures were approximately
$560 million with 1975 expendiuures expacted to bes $650
million. The only data availdble for estimating total national
expenditures for wastewater equipment is for 1972. In 1972,

ZA has estimated total expendltures for water pollution
abatement at $8.3 billioh of which approximately $5.0 billfon;
was capital expenditures; applying the 30 percent factor
gives an estimated $1.8 billion in &quipment purchases in 1272.

If we assume that $60 billion must be invested-in wastewater
treatment by the metal finishing industry as suggested in the
NBER report, the capacity of wastewater treatment equipment
manufacturing plants would have to be expanded over 30 times
just to meet the needs of pollution control in metal finishing
alone, not including the increasing needs of municipalities and
other industries. It is highly unlikely that such expansion

of capacity could be realized in the time frame of the effluent
- limitations guidelines.

However, discussions with staff of EPA suggest that an average
expenditure of §$50,000 per treatment plant is a reasonable
estimate. If that estimate is applied to the 60,000 to 80,000
establishments estimated by Lancy, the value of total equipment
required would be between 50.9 billion and $1.2 billion,

which the equipment manufacturers could tool up to provide.
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B. Economic Impact of FWNPCA apd Valer Tvoatmaac Eochinolosy

J. Scope of Industry Coverage

Lancy's study covers Electroplating and Palishing, 3SIC
3471, and Metal Coating and Allied Services, SIC 3473,

and operations in all industrial categories in vhich metal
surfaces are prepared for finishing or arve finishad,
including removal and scale in sbesl rolling mills, pra-
paration of rotogravure plates. Lancy has expandad tha

scopa of its study to include operxations that ¢o not now
come under EPA promulgated guidelines.

EPA guidelinss cover (1) establishments whi
primarily engaged in all typ=as ot elcct:oplﬁ
anodizing, and finishing metals and formed pr
3471), and (2) establishments which are prim

,» coloring,
cducts (SIC
r
in enamaling, lacquering, and varnishirg m=tal
hot-dip galvanlzlng,vengravlng, chasing, and e
3479). Most of the work performed by both of th=z
industries is on materials owned by their customars.

Lancy's universe cf plants engaged in metal finisghing
totals bztween 60,000 and 60,000 industrial establishmants.
Few industry CngeS°ﬁudth“° agree that the number iz as
large, a more likely number being 25,000 even within ths
expanced universe of industrial cperations covered by the
Lancy report.
Specifically, SIC 3471 and 3479 include 4,782 establish-
ments, according to the 1972 Census of Manufacturers.
lumber of Book Valua Valua of
SIC . Establishments alue Added Shipnents
($ mil.) T {3 rnil.)
3471 3,265 450 745 1,046
3479 1,497 220 278 7G2



Since the total numbar of establishaoce
discharging to public sswers in Le DC[
than tha EPA universe, the MBER assss
iwmpact extends to oparations which ax

the EPA guidelines but which may be co
regulations.

Further, it should be noted, according to

Domastic Commerce (3DC)

used in excess of 30,000 gallons of

industry data, of
establishments in SIC 3471 and 3479,

4,752

128 establishments

4
wace

4~
A

par day in 1970.

Total water use for the 126 was akbout 27 million gallons
per day, of which about 15 million gallons p2r day was
discharged to public sewers.

The remaining 4,600 es

tablishmants presumably ut

ili

ze

public sewers for essentially all of their waste discharge

and will be subject to pretreatment regulations

promulgated.

]
L]
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Fconomic Methodology

The

NBER analysis of economic impact =

technological capabilities of ths ind
effluent abatement levels spacified “/

Protection Agency (EPA)
technologies.

and the costs

technical report prepared by Lancy.

This information was de

v,
"
wie

-
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upon the

Cost Estimates. Even though the construction of cost
estimates for actual "representative" plants is an
improvement over thes use of model or exemplary plants,
the methodological criticisms of the rodsl plant approach
are applicable. The main shortcoming of model plant
‘analysis as pverformed in the EPA studies was the failuve
to relate thz characteristics of the model plant to actual
plants in the industry. The analyses performed for NI
do not demonstrate that the actual plants are in fact
representative of the industry. Ind==2d4, in the analyses,
six existing plants (plus a survay of 70 plants in three
citias) provide ths hasis for developing ciuations Lo
estimate capltal and Oye:JLan-nner\ﬂun“r vosts vi:ich
are generalized to a population of 4,000 jo¥ shonz and
66,600 captive shops. Ioroover, thza throz citias vhich

v&*\



served as the sourcs of aduitiona} data on costs are ok
pmnassarily represantative of the distribution of planss
gaographically. .The degroe to which thz Iiras are nou

may not be rvepressntative are not cleariy indicaied. Undas
such circumscapcvs, the extent to wihich bizses are presant
is not known or is not speciiied. Thus, generalizaktioas

are hazardcus.

It is estimated that for most categories and for the i o
as a whole, pollution abatement costs eguial or graater than
$5,000 per ton of chamicals consumad will price mztal
flnlshlng shops out of the market. The estimate of $5,030
seems to be of dubious valuve for two reasoas. First, in v
of its aggregate nature, it dozs not distinguish differences
in firm sizes and location of firms. Second, tha cost data
used by NBER understate the current cost of pa“u:ioq
abatement and control. All costs are estimated using June
1973 prices. Since June 1973, the parcentaue changa in
energy costs has bzen vastly greater than the canerzal price
level. This fact has resulted in the price of goods which
are energy intensive in their production to also i se at
a rate greater than the general price level. The 8
finishing industry uses considerable enerqgy and chergy
intensive goodo to produce metal finishing sarvices
costs will bz higher than 1973 based estimates
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The industry's reqpons to water pollution controls is bas=d
on the industry's historical water use. PowaJar, when costs
risz, the search for economy will result in substitution of
different mauarlala. NBER do23 not cover ths coffects of
substitution.

It is not clecar how the domestic price elasticity for metal
finishing is estimated to be in the nesighborhosd of ¢ parcen:
Normally this means that for avery 1l perccent increase in
price, the guantity of the good or sarvice in question
dacreasas by 4 pesrcent. How is quantity ma2asurad in such a
diversa industrxy? Furthernore, a good cconomic zanalysis
should consider the product callity aspacts oi price alasti-
city because pollution a2batement cost may result in a
different quality of product.

HCoaaieal (ﬂaé.;nt7nn” s Lancy wabes Cha
use of chemicals consuiiod &% tho haeal inlicator




for evaluution of the impacts of electroplate cEfivaat
linmnitations guideliness on the environizab and on sonainmic
ackivity. In Lanty's view, chemicals purchasad ia the only
coamon denominator which can characteriza in a singls
reasure the whole industry--70,080 plants using mowe than
600 different production processes.

Chemicals consumad (purchased) can be. a sound measure for
evaluating environmental impact. Clearly, if the vast
majority of chemicals are dischargsd in effluents, than
chemical purchases are an indication of environmental impack.
However, if all effluents are to somz extent already
treated--as is the case-~then the chenicals purchasesd
approach loses its potency as an indicator of environmantal
impact. The approach advocated deals with the industry on a
theoretical basis, not as the industry now exists. Further,
this approach, which requires the measurement of inputs,
does not eliminate the nesed to measure outputs, that is,
effluent discharges.

A more basic objection.is/%hat chemicals purchasad, as use
in the analysis, ,is not an indicator of economic activity.
The studies require that it be possible to evaluate ths -,
relationships between economic and environmental effects and .
their trade-offs. Clearly, if chemicals purchaszad is to bha
the criterion for effluent control, it must be related to an
economic variable. Lancy contends that chemicals do not
correlate with any of the available economic wariables;
specifically, that chamicals purchased cannot be indexed
with number of employees, water purchased or effluent volume,
surface area processed, or value added in manufacture. The
basis for not using surface area or value added seems to be
data unavailability. The unsuitability of cmployeass and
water measures is based on data from surveys by Environnent
Canada and Lancy. This data fails to show a positive
correlation with chemicals, employees, and effluent volumss.

If the statistical analysis had been properly conducted,
the Lancy results would be meaningful. In this case, we
would expact correlation between these variables since
production requires the use of chemicals and the cost ol
chzmicals would encourage minimizing their uss. Given this
expactaticn, proper inguiry veguires ar oxplanation of tha
lack of correlation. Considerable variations in the
quantitics of chanicals used hetween plants ilwply speciiic
production-related reasons foy the variations in quantities



used. The text (App=adix D, page 25) ciie 3
thz Lancy survey of tha eutreme vaviatiosoas 55
fvo finishing plants, bLoth having l1-5 expls

chemical use as divergent as 17 1lbs./y JAGH Y : 229
lbs./year/employea, Framing this in terms oOf raka of
chemical usage, thz sscond plant uses 1,241 tiices as many
chemicals as t we first plant. A differonce of this magni:zuale
implies no correlation betwean employees -and chemicals usad,
but a lack of correlation in this context makes no eccnomic
sense. This strongly suggests that explanatory factorcs are
missing from the analysis. Considering tha widely varying
use rates and the existence of over 600 different chemizal
and electrolytic production processes, it is not unreasonalle
to find chenlcal usage, as used here, to bz a poor ccononic

indicator.

a poor indicator
rt that chemicals
nriate as a
production pro-

on tha ganaric

The conclusion that chemical use rates are
for all 70,000 plants is not grounds to a:
per employee, and other factors are inapﬂ
criteria until they have bsen examinad

cess basis. The Lancy survey reqguested
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types of chemical and electrolytic processss ussd-—-a total of
34 process types. This data would permit analysis by procags.
There is no anralysis or data presented which shows on a .
process basis, that chemical usage dozs not coxrelate wiilh >
employees or wvater volumes. We strongly suspect that if such
analysis were performed, there would be correlatiocon baotwyesn

these scets of variables.

3. Economic Impact

Both Lancy and NBER leave quequlons to be answerad or at
least treated qualitatively in thes Commission's final
evaluation and report. First and foremcst of thes2 are the
effects on cther industrial segments, given a major
restructuring of the metal finishing ivd“s.ry. e have not

T wey
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been able to guantify thesse, but based on the sinilar
situation caused by alir pollution abatemsnt regulations
already experienced in tha foundry industry, the effects
will bz substantial. Second, although dotailed and compre-
hensiva direct costs have ‘enq davelopad or estimated and
extrapolated to the industry as a wnole, tha not cconoxic
effacts on both the industyry and its gustoners, sunpdliars
qwd alternate procaess/product FQ”W“fiLQfﬁ > baen
exnlioraed. Tha relavance and critice 1 G A F 5
a5 f‘x'u t~tern disruption ot cusioren rolslon: ¥




increased import depandaency, and side eifocts of zlternatives
and svbstitutions for conventional mztal finishing are
mantioned but left largely unaxamincd Similarly ignoved are
potentially significant secondary resulis, such as tha
environmantal effect on ocean dumping of higuly conceatratz
toxic wastes (arbitrarily accepted as the most viable
alternative in achieving BAT zero discharxge); and the side
effects of increased ensrgy consumption. -
We are faced with essentially qualitative assessmants even

though major efforts have been made to quantify the gross
estimates that lead to the overall NBER conclusions.

The thrust of the Lancy and NBER reports, as we see them, are
as follows:

Abatement costs, though impossible to quantify within
very close limits, will be huge in the macro sense and
even more impressive in relation to productive capital
investment. -

X.

)

=

Most finishing operations will not be able to raise
the required capital unless they are part of substan-—
tially larger oparations (captiva shops).

2.

Plant closures will not bz uniformly spaced over the
time peblod from the present to 1984 but will czcur en
mass in 1977 and 1983, minimizing the cnance of
maintaining adequate capacity by a more orderly transi-
tion (if this posqlnwllty exists) from unecononmic to
economic operations. NBER rakes this inference bhut
then uses a mathodology based on orderly trausition.

The findings of these twe reports, though nore detailed and

inclusive, generally parallel the previous f£findings of

Battelle and A. T. Kearney under contract to EPA.

Based on the above, it is obvious that the impact

industry structure will bz severe. Survivors wil?

those with the mwost critical product a2iad leaszt clacs el
It is also easy to ﬂﬂ\iGlOF periods of high iupmft =3
and/or significant shifts to out—oi- FO'ﬂf'y rixtal §

during intec‘regnnm' in the maintonancs of adegualo

capacity at the 1977 and 15383 peak cloouve periods,

L2
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copital Investmont. NBER concluces that, iw exi-1ia Dust
viter pollution abatement standnrd 2k
Finishing shop will-have to invest riuntin:s
control equipmant than it per¢QLlV g invasted in sooductd
capital assats. UBER uses the examp! 7 L Zlao
currently complying with BPT reguirer , ina}.
The shop, with $120,000 wvorth of mc;ipm nt ($ F AL Eone
waste breatm,u*), adds less than $75,000, at cv nrices,
to the goods it handles. In order to meet tche 233
deadline) abatement levels, that shop can be ex to soan
$500,000 in capital equipment and $50,C000 aﬂthd] oparati
and maintenance costs. It is virtually iwpossi X sush 2
shop to raise th2 necessary investment caolcal. if 3t
could, the ente;prlse would not be able to operate profitably
without sharp increases in prices.
The NBER analysis provides the following range of estimates o
cunulative expenditures directly attributable to tha guidelin
s):

for pollution abatement (in $ billion

tatic Aralysis Dynamic Aralvsis

1977 (BPT) $10,258 $ 7,929

1983 (BAT) 44,556 31,1463

1935 (GOAL) 68,078 £4,686 s
Thus, by 1285 when the regulatory goal of "no dischorga of
pollLtant“" comes into effect, an industry with roughly §$5
billion in present capital investment w11l ba ¢allied oa to

invest $44.6 billion in new plant and eguipment.

To put this into better perspecti", we can comgara it to th=
expanditures which the pvbroleum industry will have to make i
order to comply with federal air and water guality stardards
1923. Chass Manhattan Bank estimates that between now and 19
0il companies will make nsarly $1 trillion in ovarall capital
invastments. Of this sum, the Council on Econcuiic Priorities
L:Llnat_h that $3.35 billion will be spent for pollution conkt:
The EPA estimate is $4.5 billion and that of the Americs

Pc;role,ﬂ Institute iz S10 bhillion.

Therefore, it appsars that thz metal fianishing iandustry will
hava to spend four times more than the 0il indusicv. in ordes
to meet federal pollution standazds

Undex is pnot surprising £ e S LR
Study ok khe 7 30 mecal firashivng sl
cozld 41 Eie S o 3 sshnry  LonGnpi hd4i
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losure Fstimatas. 'The dynamic analysls o egoadnic
is verforrad by positing the replacseant 0f 35,622 old
with 3,675 new plantz whilceh will meet Lo Poaast Boure:
standards. Thz naw plants are s2id to ba &bla to supply
inishing szrvices at pre-FUPCA prices. Accoxrding to
2 an ;

met s i
our P:L“ﬁdtes, the new plants, each of which replaces 9.7 old
plants, have a total capital cost of $2 million of which $l90,120
is for abatement capital. Of the $1290,129, $37,320 is for
abatement capital cost dus to the FiPCA. HKeither Lancy nor NBER
provided such a breakdown of NPS model costs. The abatement
costs for replacement plants (as listed in Exhibit 32) do not
agree with cost estimates which are alluded to in a footnote

on page 139. That footnote provides the only dollar cost reifer—
ence to new model plants. Further, the cost analysis uses this
nev plant cost data incorrectly. The MNBER states that their

cost estimates contain a significant omission--the cost of
closing the old plants. While NBER has not included the
production capital portion of new plant capital costs in their
overall costs to comply with the F¥PCA, they should include such
costs, since they are the costs of old plant closings. By not
doing so, costs are understatéd and the resulting impacts are
understated.

*
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NBER estimates that 65 percent of the plants will clese, throubh
1285, as a result of pollution aba tvment reguirenznts. This

plant closure figure, or equivalent in industry capacity
restructuring, is a hichly significant factor in that it mate-
rially affects all subsequent conclusions as to_cunulative matal
finishing industry abatenent cost, ultimate price increases
passed on to the conswmer or user industries, the indirect
effects of customer/supplier dislocations {both short- and long-
term) , and similar economic consequences. The NBER closure
figure, however, is arbitrary, despite tha fact that it is
largely based on abatement costs developed by the Lancy report.
NBER applies an across-the-board assumption that any plant that will
incur abatemasnt costs equal to or greater than an annualized
expensa of $5,000 per ton of chemicals consumed will close. Tha
$5,000 figurs is subject to reservations, as w2 have noted
previously. On balance, it appears that the $5,000 criterion is
low and that closures would exceed the HBER estimate.

The closures will be particularly severe in the case of small
plants. The small plants are unorg nized and unrepresented by
trade associations. For example, the industry trede associa-
tion has 800 members out of the tOh ghily 5,000 jobh shoos. It



-hat the compants recszivad i
re fvom trade assocliotions aénd larce nztal Jiaizlera,
mall potal finishers ha v hadd Littla voica 1ia =0

their tocpﬂolo jical and economic problens resuliing
L

3
)

ald be noted also”

L
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EPA guideliuves. The closure of small plants will o lavgaely
unnoticed, since the EZPA "Early Warning Sy ten” oI plant
closures covers plants with 250 or more employees.
Inter-Industry Effects of Plant Closures. The closure and
replacement of plants are assumad to occur at a relatively
constant rate over the period. The implicit assumption

is that there would be little or no disruption of mestal
finishing services to customers, and no change in the
historical supply/demand balance, product-nix, or total

volume of metal finishing production work, other than normal
growth.

The effects of plant closings-ard the changes in the

structure of the industry not only have serious saconadary
impact on their custdmer group, but on the suppliers to the
metal finishing industry as well. Taken as a whole, the” . -
market loss for total chemicals and matOVi37s may ba only
temporary, but the restructuring of the incdustry will resalt
in long term changes in the type of demand =nd wparkeiing
patterns.

z
-

~

isfactory fox

Wnile the NBER model may be relativel t
al industry abate-—

¥
estimating the probable magnitude of to
ment cost, it disregards the serious i inluatry nco:xonvc
effects that are certain to occur if t volume of plant
closures is anywhere near the projected level. IMetal
finishing opesrations, both job-shop and captive, are for
“he most part a continuous, integrated service function to
other manufacturers, conducted on a closely coordinated
custonmer/supplier relationship. Most importantly, it is
largely a "loczal" type of business, with the "servicing
capacity” historically tailored to tha lozal and spacific
type of demands of a limited geographic arza and customer
group. Consaguently, even the closure of ons small wmotal
finishing shop may have an immediate and sericus econoxic
effect upon the local manufacturers as a result of prodac-
tion slow-downs or stoppages for lachk 0L an esuential

sorvice. 'fhe shift to other svpplicrs ol = :nT Edmiclaigy
services is not a szimple mattvt. In RMOSE Gasens e

s

mannfacturer will bhave to go outside his Ju:al g o Bing
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figure of cents par sguare
of chemicals consumad, doas
conseguenceas.

effoct and its

LKlihough goma types ol wmetal fiotul
Pave linited o narrow sussciiuis
Hava nlternatacas. lindes orossnt o

available capacity. The nacessary cub and bhook ix
sorbakion of mMatezials, parts, cosnsncs, Or aoelhuebn,

and the time delay add matsrially o costs.

Also, considering the wide ranga and varliesty of 0L
metal f£inishin g done, the nore reascnably accessivie oubside
metal finishing plants are not likelv to T2 0of a tyve thah
can meet the particular requiremsnts and specifications
needed by each manufacturer, or may not have the excass
capacity to meet more than their historical leocal draand.
Reestablishing a satisfactory, reliable, and close custonmes/
supplier relatlonshlp may be very difficult.

It cannot bz assumed that the hidto*:cal susply/demand
balance will be eventuallj reestablished Ly new cr cxpanded
capacity of surviving plants. If, bacausz of abatement
problems and costs, it i1s uneconomiczl or impractical to
oparate an exlotlng local metal finishing operation, a
similar new plant in the same market area may not be huilt.
Expansion of reasonably naa*by surviving ant imnot be
relied on to Drov1de the wide variety of n=ital Finishing «
services demanded. The distinct LlLfafﬁﬁCQS batwzan "job
shop” metal finishing plants and "caphiva” plants, i
flexibility of product mix, reserve capacicy, custom
diversification and economic situatisn, greatly co

this problern Not only are the gensralily smaller,
financially secure job shops affected mnore serious

costs of abatement and thus more liksly to zlosz.;

. replacement of lost capacity by new cor exzpanded plants w
be biased toward the larger plants and captive type shopns.
Even in the long run, the historic siructure of tha wetal
finishing industry will be significantiv altered.

Secondary Effects of Increassad Metal Finis
Wnile the NBER report focuses on the magni
lative costs for po*$uulon sbatement that
to consumer industries, they do not zdaqg
econonic conseqguances of such a price in

e
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. reasonable to assume that most alternatL»Ls

“them not only increases costs, but will require a

gely uwneoonoani
' in mata

proauut redﬁ" n, nodifiaed manufacturing procasses
tution of plas t1cs and other materials For both coa
and final product, me*allurglc;l changes a :
hardening, nitriding for hard chrom2 plating)
getting along w1thou+ some types of natal fin
cosmetic appeal) are all viable alternatives. &Any
of the degree to which this will take placs is 4iff
view of the extent and variety of metal finishing o
performad by the "industry" covered in the Lancy and ¥
reports. Nevartheless, it is bound to be hlghly signific
and affect both the structure and esconomics of tha result
metal finishing industry and its suppliers and customzars.
As with the direct interindustry effects discussad above,
the magnitude of the economic conseguences of this trend
depends largely on the extent of metal finishing plant
closures and the character of the restructured industry,
well as the magnitude of metal finishing price ircreasas.
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The probable extent and pattern of this trend m
examined much more closely, since it matexr

ria
size and type of tha2 restructured 1L“;scry Ebats
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abatement costs and problems. Additionalliy, an

changes or increases in substitutes or altern

present metal finishing practices nece

of the energy and raw materials consumpti
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energy consumption and demand for scarce raw matex
natural resources, such as petrochemical base matex i'
plastics and non-ferrous metals for special alloys th
not reguire conventional matal finish 1na

O L
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A second effect of increased metal finishing pric
is not adequately treated so far is the pro

in export of metal finishing jobs and ilmport
for which matal f111:n'ng is a major cost s
heen pointed out that with any significani deogroe of plant
fﬂ.o.:t.i_ngs, customers and manufacturers will bevoe to go for
1 o obtain satisiactox r
ase of foreign

/
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nearby Canadian facilities will have a conpztitive advontarz
over cquallj or greater distant domestic metal finichers.
with both domestic prices and dlﬂ*nrca to domestic sunpliers
ﬁnterlally increasing as a result of waterxr pollution abate-
mant requirements, a 31gnificgnt amount of dependence on
import of metal LlPlSﬂiDg sexrvices and final product is

likely, particularly in the critical periods of 1977 and 1933
when the domastic situation is most disrupted. Ve believe

that the cost and availability of imported ssrvices and thz long-—
term effect of increased imports on the size and growth rate cof

the domestic industry are significant.
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MEMORANDUM FOR COVERNOR RAYMOND SHAFER
Counsellor to the Vice President

FROM: Paul V. MacAvoy G}"&\W’(A’ﬁ

SUBJECT: Industry Reports for ths National
Comm153¢on on Water Quality

On review of the Industry Reports on Pulp and
Paper and Electroplating, three basic categories of
guestions were raised that should provide some
direction for attempting to evaluate the NCWQ
study effort.

First, specific questions were raised about how
the methodology used by the contractors was implemented
to derive the cost estimates that were made. These
questions can, and should, be answered before the
Commission issues its first report in October.

A ~,

Second, there were questions raised about whether
the overall study design used by the Commission was
capable of fulfilling the legislative mandate given
To it in PL 92-500. These are more difficult to answer
definitively, but it would not be prudent to igrore
them. They have political implications that will
become apparent whén the report is released. The
firal set of questions concerned the rxrole, or lack
of role, that the study effort could play in setting

new environmental pollcy. e,

-t

Both CEA and DOC seemed to agree that the economic
models used in the reports they reviewed represaented
lnprovamcnfswover previous efforts. Thess models were
developed by EPA to estimate the econcmic impact of the
provisions in PL 92~500. But there ares limits s=t by

the models. The estwmdtes Of cost made in the respective
studies depend on the "representative firm" analvtical
structure. Serious questions have been raised about
biases that this technique can introduce into the cost
estimates. It would be prudent to have someone



investigate this particular aspact of the methodology
used in the reports. This could be dons by comparing
"the estimates with those that havs been made where a

sampling procedure was used to generate real data

on costs of meeting various rules or standards.

Anothexr type of question raised concexrns how
JAnter-industry effects will be treated in the NCWQ
reports. If the applqutlon of BPT oxr BAT brings
about substantial changes in the way an industry such
as electroplating is organized, for example, these
changes will have repercussions on other industries.

How  will these effectu be measured

In the past EPA has attempted to estimate economy-
wide effects by-running macroeconomic models of the
economy with and without pollution control costs. Such
an effort, in this case, would not provide the needed
information because the concerns that were raised
center on dynamic adjustment effects and adjustment . .
costs that macroeconomic models cannot identify. :

There was also concern expressed by both CEA and
DOC about the absence of environmental data --
partlcularly environmental data that can be associated
with engineering and economic data on a regional or
site~-by-site basis. Without such environmental data,
it is not clear that the NCWQ will be able to say that
it has investigated adequately the environmental effects
of the effluent limitations.

More important without such information, the
Commission's study effort w1ll be rmuch less useful for
policy purposes. Without it one cannot see the association
between different levels of control cost and improvements
in water guality. Although the Commission may be attempting
to ascertain the environmental effects of PL 92-500 in
other studies, unless an objective procedure is
developed for associating envirconmental effects with the
1ndustry cost data, the industry studies will be of no

relevance for policy purposes.

M

These comments are in addition to the CEA staff comments
that discuss the Pulp.and Paper Reports. These are attached
in memorandum form, for your fuudke reference.

Attachments
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W 3 Paul MacAvoy : ‘ DATE: July 28, 1975
FROM @ Allan Pulsipher - .
SUBJECT:  pulp and Paper Industries Study for the National

Commission on Water Quality

I have read the file given to you on the pulp
and paper industries. Joe Kalt has read the NBER
report on the "Economic Impact"” of the 1972
amendments on these industries. These studies
represent a culmination, and in some respects a
"perfection,” of a methodology developed by EPA to
develop the Effluent Guidelines called for by the
1972 amendments. A
b
/ Although serious data problems remain, at least
(‘ the repoxts on this industry are conceptually
consistent. ~ The conceptual and analytical mistakes
that marred many of EPA's "Effluent Guidelines" studies
have been avoided and corrected. The NBER study on the
"Economic Inpact" of the regulatlonﬁ even exhibits some
analytical inventiveness in showing how the EPA developed
methodology should be employed. In short, what the
contractors evidentally were told to do, they szem to
have done fairly well.

If one accepts this conclusion, however, two
1mportant qu"stlonc ;eﬂgln.

1. Do the reports respond adequately to the
legislative directions in PL 92-500?

2. Are the reports useful for evaluating and,
if necessary, redirecting environmental policy?

Neither of these questions can be answered

affirmatively and confidantly on the basis of the -
sample provided by the pulp and paper reports.

o Wz TT C _ Cansrvire WRassds .l/.wvuf,n-.iu‘nn ol /-),nrvn,,’ Voanenme ) o0
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{ Sec. 315(a) of PL 92-500 established "a Naticnal -
Study Commission which shall make a full and complete
investigation of all of the technological aspects of
achieving, and all aspects of the total economic,
social, and environmental effects of achieving or not
achieving the effluent limitations and goals set for
1983..." The Commission organized in r<osponse to this
section has decided to include an investigation of the
1977 goals in its effort as weall.

The study efiort, as representad by the file
furnished by Governor Shafer, has two major parts.
The first is an engineering studyl/ of the pollution
control technology available to the pulp and paper
industries -- prlmarlly aimed at finding out whether
0 it would be capable of reducing effluents to the
¢ | levels required by the Act, and how much this would
,4£,?f[ cost the industry. The second part of the study
i '?1%} effort is an economic study which attempts to
oy’ ;‘! translate the costs estimates derived in the engineering
! ' study into a “diréct" effect on the industry -- i.e.,
_ how many plants of what type will close -- and an
¢ “indirect" effect -- i.e., what the short-run_ and
long=-run effects will be on prices, productlon, and
«( employmen; in the industry.

1/ Capabilities and Costs of Technology Associated
with the Achievement of ths Requirements and CGoals
of the Federal Water Pollution Control Act
Amendments of 1972 for the Pulp and Paper
Industry, Hazen and Sawyer, 1975.

g/.The Economic Impact of the Federal Water Pollution
Control Act Amendments of 1972 on the Pulp and Paper
Industry, National Bureau of Cconcmic Research, 1975.
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Although I am not qualified to evaluate the
comprehensiveness or accuracy of the technological
judgments made in the engineering study, the file
of comments on the first draft of the study do not

evidence anymore objections or "outrage" than is
typical in exercis=as of this sort. The more cogant

criticisms seem to have been resgonded to _in tha
flnal report.

g e i

_The prxnglpal problem : i havn with the enqlneerlng

report, per~se, is its use of a "representative mill® = g O
to estimate aggregate costs for each "industry sub- Com f7

category." The discussion of this is on pp. 141- 143
and I call your attention to it. The defense of the
procedure on the basis that the estimates are "in

good accord with values presented by others," I find
unpersuasive because the other studies employed the
same sort of "representative mill" device to make

their cost estimates. I am not able to evaluate the
fundamental arqument for this procedure -- that cost
'and tlme constraints simply preclude a more comp1ete
data qathcrlng effort -- but, since I expect that this-
"rqprespntatlve plant” technique will be used in other
reports to the” Conm1351on, a‘ careful comparative,
‘statistical ‘analysis and investigation of the tachnlque
ought to be performOd by the Commission.-

There were no reviewer comments on NBER's econonic
study in the file. Both Jo: Kalt and I read the report
and we both agree it is better conceptualized and done
than other efforts we have seen. However, the report
is heav1ly dependent upon the data generated by the
engineering report and the theoxretical part of the
analysis is much more complete than the empirical
implementation of it. 1In general, however, the
theoretical part of the economic report provides a
good outline that could be used as a basis for evaluablng
other reports done for the Commission.

This still leaves the two rnmore. fundamental questions
posed earlier. Do the reports rQSUOHJ to the leglula tion?
Are they: usexul for pollcy purpos ol O )

- £ ‘ .
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otiier studles to respond to PL 92-500's
to study "all aspects of the total economic, SOulal

and environmental effccts of dchieving or not ach1ev1ng”

the standards set in the Act. Information contained

in the reports in the file contain only economic cost =
data -- 1argely on an aggregated nationwide data.

The only environmantal data presented are broad,

aggregate es tlmcues of llkely reductions in pollutant

volumes tha: ure curde arithmentic calculations cf the
broadest "rule of thumb" type. - (See pp. 317 to 319

in the Hazen and Sawyer engineering report.)

«”ﬂy This information would not enable one to begin to
analyze the environmental consequences of achieving
or not achieving the goals set in the legislation -- let
i alone the associated banefits. Somz mills may be
i discharging effluents into waters that are so heavily
gpolluted by "non-point" sources that even a 100 percent
ireduction in effluents by all industries (or point
!sources) would not have any discernible consequences on
:water quality. Conversely mills in isolated locations =~

gmay be the only source pollutlng an otherwise pure rlver. Tt Frd,

to reduce effluents to compleLe1y,§a£e~leyels. Such ﬁb@ﬁﬁk
flrformatlon may be available or derivable from the
,contractor s basic data collection, but it is not in the
report and it will be needed for the Commission to satisfy

;th? requirement in PL 92-500.

T

Similarly, without such information the reports are
of limited use for evaluating or improving current policy.
The ultimate conclusion of the two reports is an estimate
of the relative increase in the price of the industry!'s
output, and the nature of time path by which the higher
price will be reachad. In isclatiomn, such an estimate
is of limited use. It must be placed in a broader context
for policymaking purposes. As it stands it can only be
evaluated subjectively.

I have attached Joz Kalt's memorandum on the NBER
study.

Attachment A o



oM

°
>

JJECT:

UNIYED STATES GOVERNMENT & . : :

-1 - =7
-
ek 2§

__’.‘_ ;. WAL T
- - .

This study is supposed to analyze the impact of the 1972 Aﬁendments "
to the FWPCA on the pdlp and paper industry. All things considered (e.g.,
the scarcity of data, methodological and estimation problems, etec.), the .
report is about as good as can be expected and is probably the best
study that the government hag comm;ssiowed so far on the effects of its

environmental controls. g o e s s

Based upon an examination of the institutional and technological factors
in the pulp and paper market, the study estimates the capital (i.e., fixed),
operating, and maintenance costs associated with meeting the 1977 1983 ana
1985 standards. Unlike most other studies which have estimated "clean up"
costs on the basis of one or two representatlve plants, this study Mg

attempts to derive ''representative" costs for each individual plant. Hbre~ S

over, a significant improvement in this report relative to previous studies
1° its realization that firms may'be able to adjust their basic production
proce:s and product characteristics in a way which reduces abatenen; costs.
MosL previous studies have taken processes and products as givens and '
estimated abatement costs on the basis of "best available" end-of-line
technology. It is 1nLerest1ng that althou°h the study reports abatement
cost estimates for the cases of process and product adjustment, the
National Commission on Water Quality required that the costs wﬁlch were
factored into the analysis of the impact on the industry's prices, output,
and profitability be the abatement costs incurred in the abseace of any
process or product adjustmeats. -

-

The study's basic cost data are tazken from the companion report by Hazen -
and Sawyer, Inc., and are apparently based on fairly comprehensive informa-
tion. One pos51ble problem with the cost data is that the user cost of

capital which is relevant for firms' decisions to invest in abatement equip-
ment is taken to be greater than the long. run average rate of return in the
industry (presumebly the competitive rate) becauss “few managers can jus:tify
marginal capital investments which reap the average return." This last -
statement is not explained. The study reports different abatement cost
estimates and justifies using the lowest cost scenarios for nuch of the )
impact analysis on the grounds thal managers are rational and will ninimize
costs. This last bit of econcmic reaseoning is a great improyement over
previous studies, : o
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Once the total, averaga, and incremental abatement costs are predicted,
‘the analysis turns to the impact of these costs on pulp and paper producers.
Fortunately no attempt is made to quantify any macro "ripple" effects —-
the quality of such analysis in previous studies has been atrocious. The
economic methodology of the impact analysis is fairly.good. Wot only is
there a rarely-s=zen understanding of the roles of supply and demand
clascicities, but there is also a diszcussion ol tha substitution e&aetiulule"
associated with pollution-causing inputs. e = g

An econometric model with four "sectors" (demand, supply, investm=nt,and
capacity) is used to quantify impacts. The demand egquations have both price
and income arguments. ~The supply (marginal -cost) curve is estimated.as some
- functicn of capacity utilizaticn. Investment is treated as a functioa of
the difference between desired and actual capital stocks. Capacity is a
function of 1agged values of capacity and iavestmeni. The results of the
nodel are not unreasonable: the price and yrof1t impacts, for example, are
larger in the short run and taper off toward an equilibrium a2fter adjustment
to the Act is accomplished. It is slightly disturbing, however, that the
prices of pulp and paper are assumed to rise by 4 percent in the long run >
because it is found that the fixed costs of a new plant rise by 4 percent

undexr the Act. - % :
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" Yor the purposes of benfil-cost analysis, this study, by itself, is of L

" little value, since there is no attempt to quantify the incremental value
of the economic-good "cleaner water" which is produced by the pulp and
paper industry. It would be nice to know, for the purposes of policy, what

pecple receive in return for their expendltuvc;. ) ; a3
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