21--THE IMPACT OF INDUSTRIAL GROWTH ON RURAL SOCIETY

By Peter D, Miller

L Introducticn

The people of the Northern Great Plains and the Rocky Mountains have
witnessed the beginning of an industrial revolution in their region. EBEe-
cause of an international confliét half a world away, domestic resources
o coal and oil shale have svddenly increzsed in value. An entire domes- -
tic energy industry, based on the mining and retorting of oil shaie and
the mining and processing of coal into synthetic fuels, has become more
viable almost overnight owing to the new scarcity of once-cheap energy.
This scarcity has stimulated intense interest in the abundant deposits
of coal and o0il shale in the West that have never before been mined on

a large scale,

Congcomitant with this interest, the Western regions rich in 0il
shale and coal are experiencing the initial stage-setting for industrial-
ization and urbanization. In one of the most remote places in the con-
tinental United States, Colorado's Piceance Basin on the western slope
of the Rockies, Rifle, Colorado, now regularly hails visitors from gov-
~ernment, banking, industry, academia, and other walks of life rarely
seen before in that vicinity. A similar scene can be observed in Gil-
lette, Wyoming, located at the center of about one-fifth of the U.S.
continental deposits of coal, At an early‘hour on a typical day, the
motel coffee shop serves hard-hatted construction w&rkers and miners,
Stetson-hatted cowhands and tourists, bankers, real estate agents,
trailer salesmen, government officials, and rcsearchers. Processions

of businessmen, lawyers, branch managers, salesmen, investment analysts,
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government bureaucrats, and social scientists stream through the town. ' !
Older residents watch the parade with a mixture of awe, excitement, and
irritation. Many of them have become 1nterview-hardened from being asked

the same questions repeatcdly; having developed from extensive practice

a smooth, routine answer to every question. For some, opinions about the

coal mining industry have hardened, too; it is either "raping the land-

scape’ or "the best thing that ever happened to Wyoming." Retail sales

are booming, land prices are bid up, wages are high; merchants, land-

owners willing to sell, and construction workers therefore derive some

immediate benefits from the new industry. They are likely to feel.

strongly that the industry benefits everyone.

A common topic of conversation in Gillette concerns ruhors of new
coal mines, electrieal generating tacilities, or a uranium mine and proc-
essing éomplex. Announcements are made; modified, retracted, and made
again( People tzlk hopefully or apprehensively, depending on their peint N
of view, about possibilities for employment and prosperity or possihili-

tles for a disastrous cycle of boom and bust,

Development of these coal and oil shale resources to thelextent nec-—
essary to freg the United States from dependence on fofeign sources of
energy would reguire industrialization of regions in the West tﬁat here-
tofore have known only a rural way of life. Wherever industrialization
has occurred in the past, it has profoundly changed the values, life-
gtyles, and organization of society. The purpose of, this chapter is to
outline the social changes likely to result from mining for synthetic
fuels development. Since gualitative and gquantitative data on social
impacts are to be found in the impacts-that have occurred inh similar
settings in the past, past and present mining and industrial communities
were studied for evidence applicable to social impacts of synthetic fuels

development.
T
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The consequences of energy development decisions hecessarily spread
out in many directions. Which ones arc applicable in sécial impact as-
sessment depend largely on the interests of those affected by Lhese deci-
sions. Some groups are interested in site-specific impacts} while others
are concerned with national and intefnational cnnsequencés. Some set
their sights on the twent&-first century, while ofhers‘are most concernted
about the here and now. Some view social impacts exclusively in terms of
planned consequeﬁces, while cothers foeus their atténtion on effects that
may have been ignored. These divergent interests'can be considefed in

terms of space, time, and purpose.

Some impacts are clearly meaningful only at the site-specific level,
Examples are disturbanccs of ground surface, reduction of vegetation, un-
gightly disposal of mine wastes; and other problems of reclamation, Other
impacts are concentrated in the locality or county where mining takes
piace. Effécts on the fiseal and institutional capacity of local govern-
ments to abseorb growth are examples. At the regional (multistafe] level,
social impacts may involve political relationships betwéen Energy;producing
states and energy?cunsuming states. National social impacts concern the
attainabilify and desirability of encrgy independeﬁce-and the apﬁropriate
balance among domestic production, imports, and conservation. Finally,
energy development decisions can have warldwide repercussioné, affecting

trading relationships, currencies, and international stabilization,

Because of the different size of the units involved in space, it is
difficult to compare social impacts at one level with those at another
level. The balancing of favorable conseguences at one level with unfav-

orahle conseqguences at another level is a task fox the political process.

Social impacts can vary in time as well as in space. Although the
term "impact'' suggests a definite time, in practice it is diffieult to

identifv exactly when that time occurs, Neither the causes {energy
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.development decisions) nor the effects (social impacts) are momentary ~

occﬁrrences: Energy development decisions may begin Lo cause sécial

' cohseéuences at any time along the way to implementation--corporate plan-
ning, coﬂgréssional debate, passage of legislat;og, léwsuits, project
planning, envircnmental impact reporting, project moﬁification, mine and
'plant coﬁst;ﬁction, mine and plant operation. Similarly, some impacts
ﬁay be felt immediately; while others may be delayed; or extended. Some
may be reversible, others irreversible. Here agaiﬁ, it is important to
make comparisons in ferms of similar units. Impécts that take place dur-

ing a construction period, for example, may not be indicative of impacts

‘that take place during an operating period.

A crucial distinction in the asséssment of social impacts is the
one betweeﬁ'ihtended and unintended consequences.l The iqten@ed conse-
quénces of energy development decisions have to do with increasing domes-
tic eﬁergy production to reduce dependence con imports, Decisions of stich
ﬁaénitude often lead tc unintended consequences that prove‘to be at ieast
as-iﬁportant as the intended onecs. Tﬁe ﬁational Environmeﬁtal Policy Act
and the groWing emphagis on technology assessment attest to the signifi-
' cance of uninfended consequences. Environmental inpact reporting and
technology assessment are two means of attempting to assure consideration
of iséues-that olherwise would have been neglected. Knowing these im-

pacts 1n advance enables decision-makers to take hetter account of them

in their planning, or to reevaluate their plans.

In assessment of the potential social impacts of a synthetic fuel

industry, the discussion is organized as follows:

® The interests of various parties involved in or affected by
energy development decisions.

5

'® Local impacts of energy developmenl and analysis of the dy-
namics and economics of growth that would result from very
rapid energy development, compatible with 2 "maximum credibla"
level of development. '
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8 Controlled growth consistent with considerations of the inter-
ests of the various concerned parties.
Chapter 23 analyses the effects on the urban growth process of vary-
ing plant sizes, construction schedules, and rates of population growth,
and considers the implications of this analysis for increased energy de-

velopment in Appalachia and southern T1llinois.

B. Interest Groups

All groups to be affected by decisions regarding energy development
should be included in a discussion of social impacts. At a minimum, the
following groups would be affected by energy development: local goﬁern—
ment; state government; federal government,; ranchers and farmers; work-
ers and other residents; businessmen:; new employees and other newcoﬁers;
cnergy industrialists; environmentalists; and encrgy coﬂsumers.* This
is a diverse assortment of infterest groups. Some of them are better-
organized and better-financed than others and thus better able to com-
municate their position to the general public. Some of them claim to
speak for others, and within each group, there may be sharp differences.
of opinjon. Nevertheless by examining the interests of each.group sep-
"arately and assessing the impact of energy development on éach it 1e
possible to indicale the problems that would be created for a region

subiected to the dynamics of growth discussed in Section C, following.

1, local Government

Local officials in the coal-producing.regions of the Rocky
Mountain and Northern Great Plains states are generally oriented to the

needs and interests of a loecal constituency, with strongly-held beliefs

*impacts on railroads and some impacts on Indians are discussed in Chap-
ter 19, :
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about what is good and bad for their own. They tend to be conservative

¥

in the sense of approaching change cautiously and wishing to preserve the
status quo. Aé a4 general rule, they believe that government and planning
should be minimized. At the same time, they are concerned about the de-~
¢line-of the economic base and population that has afflicted many rural
towns and counties. While some of them view energy development as a
means to revitalize the local economy and promote growth, others view
energy development as a threat to traditicnal ways of life and regard the

costs of very rapid growth as greater thanm the benefits,

The mining of energy minerals and their counversion to synthetic
fuels would bring large numbers of people to regions of the Rocky Mountain
.and Northern Great Pleins states that now have s typical population den-
sity of two people per square mile. This influx of people would guickly
overwhelm the present institutional capacity of local governments: hous-
ing, schools,. roads, utilities would have to he provided in relatively

-,

short order.

The building of new citics or the expansion of existing ones
does not require only money, It also requires an "infrastructure capac-

' a network of local serviece industries, public services, and skilled

ity,’
work force and management, which is formed by the gradual accumulation of
the requisite social and economic structure. In almost all areas where
encrgy minherals are plentiful, this eapacity would havé to be imported,

that is, attracted to the region.

ﬁuilding or expanding a city in the midst of a sparsely popu-
lated region reqguires a sizable publiec investment. The guicker the pace
of development, the more urgent the need for revenues to provide services.
At the same time, localities faced with energy development are operating
in &a high—riék situation, Unable to colleet the bulk of tax revenues

until after development impacts have ocecurred, they must nevertheless

invest, 1in effect, in a market whose 'future is uncertain. Changes in

764



world oil pfices, trade balances, geopolitical arrangements, and so on,
could easily remove the need for these energy projects and turn the en-
tire urhan apparatus into.a phost town. I1f intensive western enérgy
development proved unproiitable, the depopulated remains of these local-

ities would be saddled with indebtedness.

Local governments, however, have little to say about the scope,
intensity, or location of ¢nergy development. In many areas of poteqtial
mineral development, land ownership is fragmented among different juris-
dictions such that the mineral estate is almost exclusively under federal
control, while local governments rctain centrol over surface improvements.
At the same time, local governments have little control over the emerging
economic base associated ﬁith energy developmeni. Without the capacity
to Taise funds to meet development costs, these localities could find
themselves in the position of bearing a large part of the social and

economic burden for supﬁlying national ehergy demands.

Rock Springs, Wyoming, for example, which had 1apsed.from a
railroad boom town in the 1880s fto a declimning rural town, has become a
small industriai center in the last five years. Tndustriél activify in
trona mining and soda-ash refining, oil drilling, as well as coal mining
.and clectrical generating facilities more than dnﬁbled the town's 19270
population of 12,000 to 26,000 in 1975. Rock Springs Mayor Paul Wataha
referred to the high risks inherent in very rapid develdpment when he
stated, "I don't see how we could have adequately preparcd for this,
Even if in 1970 we could have persuaded the voters to pass bond issues,
how were they to know the companies wouldn't chanée their minds?.,.. If
we could have had the same growth over a ten-year period instead ol two

vears, things would have been a lot better.'®

The implication is that
to avert preoblems of industrializatiun/urbanization, one would have hagd
to slow the rate of local growth. Similarly, Glllette, Wyoming, doubled

its populatibh between 1980 and 1970 (3600 to 7200), and, at the present
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rate of growth, will see its population double again by 1977. Once the
scene of early coal mining activity, and of an oil boom in the 1950s,

Gillette reverted to relative gquiescence in the 1960s until the current
. coal boom. Like Rock Springs, it could well develop inte a major west-

ern industrial center.

2. State Government

State gevernments, like local governments, have an inferest in
maximizing tax revenues while minimizing expenditures for which they are
responsible, They share with the regional public an interest in gaining
the maximum valuc for their natural resources. 1In energy development,
the interests of state officials appear to converge with those of local
officials. They both wish to ensure the economic stabilization af loeal
Jurisdictions by regulating the pace of develupment so that it does not
interfere with orderly growth. State officials have wider responsibility .
for coordination and planning, of course, and may have to reconcile di-
verse interestis within their states. State foicials must also respond

to federal pressures for increased cnal leasing and mining.

-The governors of the Rocky Moumtain and Nurthern Great Plains
states have reached some consensus (if not total agreement) on the condi-
tions. they believe should govern eoal mining, with local autonomy as a
major theme, JMontana Governor Thomas Judge stated, for example, "It we
are going to produce {coalj, it's doing to be on our terms--not oh terms
somebody else dictates.”® In a letter to the Senate Interior and Insular
Affairs Committeec, North Dakota Governor Arthur Link stated the position
of North Dakota: ''The State of North Dakota desires to assist in the
effort to meet the 'energy needs’ (to be distinguished from mere 'energy
demands®) of the nation. T[ut, concurrent with the offer of assistance,
this state will demand necessary environmental, social, and economic safe-

R
guards to protect the state. North Dakota will not ‘subsidize’. the energy
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needs of the rest of the nation by bearing a disproportionate share of

£  The

the social and environmental costs ol massive energy production.”
recently-formed Western Governors' Regional Energy Policy Office adopted
19 substantive and eight procedural policies [or enhergy preduction. Re-
garding social and environmental impacts of energy production, the gov-
arnors resol%ed “to obtain timely assistance for local political entities
which are affected by cenergy development impacts from such appropriate
sourcés as an energy industry or state or federal government,” and "to
weigh the critical need for food production in the assessment of possible
‘adverse impacts of energy production on top soil, water supply, water

®  The position of the governors of the Western

quality and air purity.’
coal-producing states is to cooperate with federal and industry efforts
to develop'the coal resource to the extent such development is compatible

with enhancement of living stazndards and maintenance of environmental

values.

3. Federal Government

The federal government includes diverse interests related to
the social impaet of energy devel&pment. Debates within the federal gov-
ernment over such issues as the role ovf energy conservation, the rights
of surface landowners, definition of a fair return to the Treasury from
use of the public lands, the scope, pace, and 100ation-of coal leases,
the feasibility of reclamation, the nation's position in international
trade, and the allocation of western water have so far not led to 2
coherent enéfgy policy. In general, however, federal officials have aﬁ

interest in reduecing American dependence on energy imports,

The ability to cut oil imports as a result of increased domes-
tic energy production would promote other international interests of the
United States. The United States currently imports about cone-fourth of

the total oil in the world market. Former Intcrior Secretary Murton has
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argued that the encrgy nceds of develuping countries depend on the United T
States foregoing some of these oil imports.6 This would help preserve
existing trade relationships and earn the goodwill of other energy con-

suming nations.

Federal officials with responsibility for managing the economy
have an interest in keeping energy prices down. Although the era of
"cheap energy’ is undoubtedly aver, it is still desirable to minimize
the shoek of édjustment to higher energy prices. Morcover, circulation
of the dollars dnmestiéally would be a more desirable zlternative than

exporting them.

The federai goverament alsé has a clearly.recognized responsi-
bility to foster orderly communliy development, and to maintain eguitable
and effiéiént administration of all its natural resocurces. Energy devel-
opnent is a high-risk venture for the public sector as well as for the
private sector. If citizens, producers, and consumers are to henefit R
equitably from energy production, some sharing of the costs and risks of
such developﬁent will probably be necessary. Alfﬁough states and lecali-
ties can provide some assistance, only the federal government has the

i
resources to manage this sharing.

Cver a long ﬁeriod, federal policy has been directed toward
proventing the burden of community development from tfalling sclely on
local residents. Federal compensation for local development costs may
be traced béck to the federal ordinance of May 20, 1795, in which one-
sixteenth of every township was deeded to the township for support of
schools., Land grants to the states. for specific national purposes, such
as higher education, continued throughout the nineteenth century. Con-
cern about thé federal government's sovereign immunity from tax liabil-
ity led to the establishment by Congress in 1207 of a revenue-sharing

formula whereby the counties in which federal timber was harvested would
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receive one-fourth of all sales revenues for roads and schools. The
formula for federal forest lands in Orggon and California was even more
generous: 50 percent of income from véluahle Pacific Northwest timber
was alloéated to the countieg under the Oregon and Califormia Act of
1937, Similarly, under fhe Knutson-Vandenberg Act of 1964, timber har-
vesters can he required to pay for reforestation and other iﬁprcvements
to the public 1andsl Congress also recognized the adverse impact of
military bases on local fiscal capacity to the =xtent of'providing speo-

cial eompensation for schools and other costs.’

As a proprietor, the federal government has an interest similar
to that of other lﬁndowners——to obtain the maximum revenues Irom use of
the land, to prevent environmental degradation, to manage itslresources
wisely, and to exercise effective control over the use of its land.j Thus
the federal government has an interest in guaranteeing a fair return to
the Tregsury for the extraction of.valuable resources. The Department of
the Interior has procedures for leasing its mineral holdings (see Chap-
ter 7 for a detailed discussion)., In addition, it has recommended a new,

more pariicipatory leasing program consisting of three phases:8

Nominations. In contrast to the past practice in which nomina-
tions for leased land were received exclusively from the mining industry,
the proposed regulations allow for nominations also.to be received by
the Bureau of Land Management {(BLM) from citizens and from loeal and
state officials. In agdition, nominations against the leasing of fed-

eral lands for ceoal mining purposes would be accepted.

Planning. The BLM would undertzke an integrated program of
land use planning and resource management in relation to multiple-use
goals.ﬁ Coal leasing decisions would be based on multiple-use principles
of the BLM rather than solely on considerations periaining to the mining

industry. The BLM would seek to resolve conilicting land uses, prepare
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2 land use ‘plan, select lease tracts from nominations, and prepare a

leasing schedule,

Leasing., ‘Leasing would take place within the ‘context of over—
ali land use planning objectives and field office ohjectives. The BLM

field office would handle the lease sales.

As managers, federal offieizls have an interest in rgsolving.
_the many controversies that divide the country over energy policy ana
environmental protection. They need to have at least a minimal con-
sensus on the amount ol domestic encrgy production necéssary to reduce
dependence on imports while at the same time protecfing the people and
‘the environment of the coal~-producing regions, Withouf'some such mini-
mal.consensus, &iéputes will probably reach the courts in increasing
numbers and'although tegal scholars disagree aver whether the courts

have a legitimate role in this area,’”, !’ the courts may become involved.

4, Ranchers and Farmers

Ranching and farming are traditiona! modes of land use in the
rural western coal-producing states. Generally, the rancher's interest
consists in keeping things as they have been, ‘improving the productivity
of the range, preserving a sufficient water supply, and keeping a depend-
able source of labor. Since it takes 30 to 40 zcres to graze a cow on
the western range, very large tracts of land are necessary for profitable
ranching. Ranchers also have a particular interest in keeping the price
of land low if they intend to cotitinue ranching. If the price of land

rises, taxes also rise, and ranch profits are reduced.

Intensive coal mining and industrial activity would threaten
ranchers’ and farmers' traditional ways of life. Major decisions regard-
.ing land use, water use,.and other matters of importance to ranchers and
farmers would probably be made in increasing numbers by people far re-

moved from the local community. The process of industrialization tends
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to elevate the importance of economic rationality and io reduce tﬁe im=-
portance of values that cannot be measured in dollars aﬁd cents., In-
tangibles such as aesthetic.appeal, environmental amenities, or open
space tend to lose out to easily quantifiable.values such as product
sales. It is often arpgued, that because traditional land uses such as

ranching and farming are less profitable in the short run than strip

mining, mining constitutes the land's "highest and best use.’ Resource

managemett and environmental\managemené can be integrated with coal min-
ing when renewable resgurces afe dealt with but involves consumﬁtive
{nonrenewable} use of a resource ana therefore cannot he managed on the
basis of securing a sustained vield. Cugtomary mining practice is to
recover the mest easily accessible and valuable reserves.first, and ito
mine less accessible and valuable resources later. The interests of the
“mine operator are thus nﬁt tied to resource conservation in the same way

that the interestis of livestock grazers and farmers are tied toc the con-

tinuing productivity of the land,

Some ranchers have been offered high prices for the right to
mine coal under their 1ahd, but some have refused to strike a bargzin,
They may feel that continued.oecupancy means more to them than the sub-
stanlial profits they would realize from sale or lease, or they may have
concluded that reclamation after surface mining is not possible. Those
who have chosen to sell or lease have reaped substantial financial bene-
fits. They were free to retire or buy land elsewhere and relocate their
ranches and farms. Incentives to sell or lease may include the desire
t0 move out of an area surreunded by mining operations, future lack of
an adequate water supply, higher taxes resulting from high land values
and asscssﬁents. or difficulties in recruiting a work force. The high
wages offered by the new mining industry in areas like Camphell County,
Wyoming, have made it difficult for ranchers to rely on a steady supply

of labor, Where high school students can drop out and make twice what
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their teachers make, part-time jobs at the ranch no lonper seem attrac- S,
tive. Ranch hands and virtually anyone else employed at lower wages are
candidates for higher-paying industrial employment, Other employers must

then pay higher wages to match the competition.

o. Workers and Other Resldents

The cpportunity to carn higher wages would benefit residents
who were prepared to adapt to the industrial environment. Young peoplé
with limited opportunities elsewhere would especially benefit. Many of
them would rc¢eive on-the-job training in the gpecialized skills neces-
sary 1o operate a modern surface mine, synthetiec fuels Tacility, ar power
plant. This would enhénce their employability in the energy industry and
in other industries. They would enjoy higher income and greater mobility
than otherwise possible. Those residents who either chose to remain out-
gide the new industrial environment or wﬁo were unable to cccupy a place
within it would be left behind hy energy\development. In genérql, the
aged, the poor, and the hard core unemploved would be pﬁt at a disadvan-

tage by the higher cost of housing and retail goods resulting from tocal

developmenl-induced inflation.

6. Businessmen

Merchants would bemeflit from energy development. In Rock
Springs, Wyoming, for example, retail sales jumped from $31,000,000 in
19?O-to'$59,000,060 in 1873.% Virtually anyone who owned a business
supplying goods and services to the new industry and its employees would
gain, but businessmen engaged ih the sale of farm and ranch nachinery
would probably not gain. Increased demand for housing and land would
also benefit builers and land developers. Professional incomes would

probably rise, These business opportunities would attract new people to
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the growing community and would make a larger variety of goods and serv-

ices available to residents,

7. New Emplovees and Other Newcomers

ﬁEOple are attracted to mining towns by the prospect of employ-
ment at relatively high wages. For the unemployed,_productive wark is ob-
viously a benefit. Many afe attracted by the excitement of starting uﬁ
a new industry, or by the stimulation of a booming industrial town. One
indication of the extent of opportunity open to coal mining employees is
the fact that little formal education is required as a qualification for

12

relatively high-paying jobs.”™ A study of North Dakota's coal mining and
utility plant work force revealed that 12 percent of the coal employees
they questioned® terminated their education after 12 years. Forty per-
cent of the tatal number of mechanics, welders, carpenters, dozer opera-
tors, and truck drivers they questionedT had less than 8 years of formal

=2

education,l‘ but most had had some vocational training. Despite their
lack of formal education, which would have disqualified them for many
lesser-skilled jobs with other employers, they were able to find employ-
ment and on-the-=-job training. Moreover, if the study data are generally
indicative, the coal companies tend to promote from withirn., For example,
more than 63 percent of Fhe dragline operators (the most highly skilled
1=z

position) had held four or more pasifions with their current employer.

Thus opportlunities for advancement as well as for cntry are very good,

On the other hand, newcomers to less stable communities can
experience some hardships. For example, Gillette, Wyoming, which has

experienced a very high rate of population growth due to energy

241),
64).

*Sampie size: (n
+ Sumple size: {n

1l
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development,” found that its ability to accommodate the newcomers was
limited. Housing costs rose rapidly until home ownership was beyond the
means ot the new residents, despite their increaéed incomes. By 1970,
the median rent of $140 a month in Camphell Countg (where Gillette is
locuted) was ‘the highest in Wyoming.13 Even trailers were being rented
at higher prices than fixed housing would have brought in ordinary times.

Many latecomers could find housing only in tents.

Trailer camps typically offered a cramped dwelling_space with
no yard, little privaey, and sometimes no sewage hookup, CGillette's
rapid growth also led to overcfowded schools, strains on public safety
manpower, and a sudden need for medical and public health services.
Signs-of social malaise such as alecoholism, erime, divorce, suicide, .and

similar problems began te increase, according to local clinical psycholo-

S

gists.l The need for such specialized social services as family therapy,
mental health counseling, and alcohol detoxification soon became appar-
ent, but the clinic¢ and the jail were forced to funetion as all-purpose
caretakers in the absence of these services. High rates of turnover

and absenteeism are thus added to the costs of production. These

problems have caused needless suffering.

a, The Energy Industrialists

The economics of the extractive industries favor rapid devel-
opment af resources fto minimize the time and money invested before sales
of the resource., Particularly in the current period of high prices for
encrgy mingerals, the incentives for rapid exploitation ol western oozl
reserves are very sStrong. It is reasonable tp expect that mining activ-
ity will be greatest when encrgy prices are at their highest, Coal min-
ing activity would probably decline if coal prices declined. Thus,
¢ntergy industrialists are interested in assuring preduction as zoon as

possible.
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Energy industrialists 2lso have an interest in minimizing the
risk in undertaking new large-scale devglopment. IAvailability of key
equipment such as draglines (now back-ordered several vears at many
mipes), the availability of skilled labor, expected_fufure demand for
energy, costs of transporting coal; and commercial feasibility of syn-
thetic fuels conversion technologies are the kinds of uncertainties

likely to be faced by any industry contemplating large-scale innovation,

ﬁncoordinated and contradictory policies among the federal
agencies involved with energy development are another source of uncer-
tainty to the energy indusiry. Policies and regulations of the foilow-
ing federal ageficies have to be taken into-account in ¢orporate planning:
Energy Resea;ch and Development Agency, Federal Energy Administration,
Enyironmental Protection Agency, Mine Enforcement and Safety Administ?a-
tion, Bureau of Mines, Bureau of Reclamation, and Bureau of Land Mggage—
ment. Changes in mining practices mandated by Congress, the courts, and
the states complete the picture of uncertainty. Industry spokesmen state
that they wonld like to have clearly articulated laws and regulations
regarding energy development., To the extent that decisions to undertake
extensive energy development would remove regulatory and legal uncer-

tainties, these decisions would benefit the energy indusfrya

9, Environmentalists

Although environmentalists have no direct economic stake in
energy development decisions, they have an interest in preserving wilder-
ness values, naturazl rescurces, and rural, land-based ways of life, En-
vironmentalists are a varied interest-group, éonsisting of fishermen,
huﬁters, hikers, wilderness seeckers, and others who wish to preserve
opﬁortunities for outdoor Tecreation, scientifiec study, or éimple en-

17

joyment. Although economists have attempted to quantify such values

eivironmental values also have a symbolic dimension for environmentalists,

775



Unique featurcs of land in the United States have become symbols of na~
tional identity and have thus acquired a proteéted status. One of the
most popular patriotic songs extolls the nation's "shining seas, purple
mountain's majesties, and amber waves of grain," The National Parks,

and to a lesser extent all public lands are a cultural resource of sym-
bolic value even for those who rarely visit them. Reverence toward land,
traditional in mest agrarian and nomadic cultures, including that of the
Indians and early white settlers, is being revived by environmentalists
as a philosophy of resource use, This philosophy means that environ-
mentalists will (and do) exert their influence to control. growth, prevent

pollution, and econserve and preserve wilderness areas.

Controlling growth. The goal of controlling growth 1S based

on the observation that growth may not slways be compatible with human
welfare. Environmentalists question the "conventional wisdom' that eco-
nomic¢ growth and population growth always work to everyone'§ benefit.
Some unintended éonsequences of growth may be depletion of resources,
'inequitable distribution of wealth,'and externalties such as pollution

ol air and water.

Conservation. The goal of conservation is an attempt to come

to terms with the unpleasant faect of limited resources, It suggests pre-
serving resources (such as energy reserves) for future use rather than
using them up at an excessive rate, Environmentalists believe that con-

servation efforts will soften the effects of reaching resource limits.

Preventing pollution. The goal of preventing pollution stems

frqm the desire io minimize adverse health effects of polluted air and
water, and to have the freedom to enjoy pure air and water. Recognizing
that industrial growth is a primary cause of air and water pollution{
environmentalists scek wa&s of regulating industry in order to minimize
or prevent pollution. In the‘environmentalists‘ view, the Rocky Moun-

tain and Northern Great Plains states are the most endangered by energy
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development, hecause these regions have the largest quantities ol elean

air and pure water to lose.

Extensive development of western coal reserves could lead to
uncontrolled urbanization and industrialization of previously rurat
areas, rapid depletion of domestlic energy reserves, weakening of incen-
tives to practice energy conservation, increased pollution of air and
water, and loss of wilderness of semiwilderness areas, all of which woulq
be directly contrary to the interests and concerns 6f environmentalists.

10, Energy Consumers

Energy consumers would benefit from extensive energy develop-
ment in at least two ways: assured energy supplies, and less reliance

on imports.

The Arab oil boycott reminded consumers of the vulnerability
of some sources of energy supplies. Extensive domestic energy develop-
ment would help assure consumers of continued supplies, This would in
turn assure a continuved flow of goods and services that depend on energy

consumption,

C. Dynamics of Urban Growth Related to Public Expenditure

Correlative to energy development and its consequences from the.
points of view of the various interest groups is the question of growth
as it relates to economies. Loecal growth is neither the bleésing that
boasters have often portrayved nor the disaster that no-growth advocates
have porirayed. To make informed choices about desirable rates of eco-
nomic developﬁent, local and state officials need to have more precise
information about the relationship.between growth and public éxpendi—
tuies than is generally available. While a full-scale analysis of all

possible alternatives cannot be made here, some aspects of .the
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reiationship between growth and publie expenditures that can contribute

te understanding of decision options, are presented. -In general, eco-
nomic development brings additicnal population; growing towns and cities
require an investment in public,services and. governmental organization.
Unless the locality finds a way of financing these improvements, economic
development and population growth will not necessarily benefit it. From
the.lacal and state perspective, the decision calls for a judgment whether
-the investment in public services required for a given rate of growth will

ke worthwhile. -

1. Stages of Urban Growth

localities faced with rapid urbanization have two choices.
They can attempt to meet demands for public services and facilities before
they occur, or they can allow public werks and organizational development
To laé Eehind. In the tirst choicéJ they risk being overextended if pop- E
ulationlgrowth proves to be less than antiecipated. For example, this
could_ﬁappeﬁ if mining activity were premﬁturely curtailed by declining
CHergy pficeslnr other uticertainties in the energj industry, 1In the sec-
ond cholce, existing public services are continually inadegquate for the
level of demand. This case tends to be more prevalent under conditions
of rapid population growth becauée the normal life-cycleslof bond issues
cannot keep up with the pace of expansion. In addition, residents may
be reluctant to accept higher taxes and bond issues until they become
absolutely necessary. The choices a;e depicted graphically in Figure 21-}.
A midway course between ummet demand and excesslcapacity.would involve the
least risk to the loeality, but this level may be diffiecult to determine

while expansion is still in progress.

Very rapid spurts of housing and commercial building construe-
tion often lead to an "echo effect” in later years.'® Agsuming an ap-~
T,
proximately equal useful life, buildings completed during the same '
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construetion period will all "wear out” at roughly the same time. 4An
iniltial period of boom construction necessarily creates a second con-
struction boom because the rate of replacement tends to resemble the
original rate of construction. Figure 21-2 contrasts the construetion
hoom with the constant rate of construction and replacement, The con-
stant vate results in a ilat age-profile of buildings in which-ﬁges and
conditions are varied, while boom and bust cycles of extreme severity
are built into the local economy by an initial construction boom. Since
rents are partially a function of a building's age and condition, there
would be little basis for variation in rental values other than location,

and hehce little diversity of lessee choice.

Successive increments of population growth do not necessarily
have identical characteristics. In changing from a crossroads to 2 vil-
lage, then to a town, and finally into a city, different kinds of deci-
sions are called for at each step. A town has different requirements
from a set of villages with equal numbers of people. 1t has been sug-
gested that th{s pProcess be treated as a sequencc of steps involving

T As Figure 21-3 shows, the first

progressively higher ekpenditures.
improvements to be made are well-drilling (or reservoir construction),
road-building, septic tank installation, and school-building. Later, the
town may decide to invest in a sewage system, a hospital, and an addition
to the school building. At this point, the town may adopt zoning ordi-
nanees and -building codes, Whén these steps occur in rapid succession,
previous investments are made ohsolete before they wear out, -Before the
next phase arrives, development of a local bureaucracy for planning and
service delﬁvery becomes critical., Coordinating transportation, educa-
tion, health services, watef use, and land use for a2 city of 25,000-
50,000 is a major job. At this population level, the stakes are much
higher thanlhefore, particularly when revenué sources to pay for these

commitments are uncertain. Although revenue bonds can pay for some of
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these costs, these bonds are generally repaid from user charges, not

taxes,

2. Population Growth and Per Capita Costs

It might seem recasonable to expect per capita costs of public
services to drop as population rises because of possible economies of
scale. Once an initial capital investment has been made, the chality
has z certain cxcess capacity that ean be used to absorb new growth.
Incremental_additioné to structures and facilities are usually easier to
fipance when building on an existing base than when slarting asnew. Many
cconomies af scale in the delivery of local public services are related
io increased population densities. Services whose costs are mainly as-
sociated wilh geographical dispersion include police and fire prbtection,
garbage collection, and other field or patrol services: 1f {other fac-
tors being egual) population growth occurs within a relatively concen-
trated area, the costs of serving 30,000 people can be far less than
twice the costs of serving 15,000 people. Similarly, public invesiments
i buildings and equipment may be wade with lower per capita costs where
population is relatively concentrated rather than dispersed, Hospitals

and sehools, for example, can benefit from such economies of scale.

In practice, however, declining per capita public costs thought
to result from population growth have not materialized in the western
coal-producing counties during periods of rapid growth. In a detailed

study undertaken for the Northern Great Plains Resources Program™ by the

*The Northern Great Plains Resources Program is an intergéverumental
agency composed of representatives of the States of Montanz, Wyoming,
North Dakota., South Dakata, and Nebraska, ahd the Department of Inter-
ior, Department of Agriculture, and the Environmental Protection Agency.
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Bureau of Reclamation and the Institute of Applied Research at Montana
State University, it was found that direct per capita public expenditures
aclually increased faster than the population in the sampl.e‘20 The sam-
ple included Sheridan and Campbell counties in Wyoming, Big Horn and Rose-
bud counties in Montana, and Mercer and Oliver counties in North Dakota.
The impacts experienced in these counties typify those to he expected in
other counties in the same region in which energy development ;akes place,
First, the study projected future populations for the 'most probable"

; . a
schedule of energy development generated by direct and secondary employ-
ment at coal mines, gasification plants, and genqrating facilities, Sec-~
ond, the study projected future public service needs in the areas of
health care, social services, schools, fire protection, law enforcement,
travel and transportation, muhicipal services, recreation facilities, and.
planning. Third, it estimated the costs of these govérnmental services
and facilities and compared these costs with revenues likely to be avail- e,
able. The comparison showed that during the econstruction period revenues :
would be inadequate to cover costs and that after the construetion peribd
revenues would be adequate in all sampled counties except Sheridan County,
Municipalities would experience greater difficult in financing services,

however, because industrial complexes are not expected to be constructed

within corporate limits,

Figure 21-4 illustrates the pattern of per capita publiec ex-
penditures rising faster than population during periods of rapid popula-
tion growth. A Jurisdietion of 15,000 population, for example, spending
4 willion dollars a year would he spending more than twice that sum--9
million dollars--when its population reached 30,000, At an annual rate
of population growth of 5 percent, total public expenditures, corrected

for inflation, would double approximately every 13 years.

Roéebud'County, Montana, where coal mining has taken place but

na major construction has occurred, saw its per capita expenditures jump
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from 388 in 1962-70 to $121 (in constant 1967 doliars) in 1973-74, an
increase of almost 40 percent.‘ While taxahle valuations rose during that
perivd, they did not rise sufficiently to pay for increased expenditures,
According to the Montana State Department of Natural Resource and Conser-
vation, even these increcased per capita public costs represent & minimum
"make-do" budget.®® The same pattern was revealed in Forsyth, the county
seat of Rosebud County. While population rose from 2000 to 2800 as a
result of coal development from 1970 to 1974, expenditures (in constant
dollars) doubled. Per capita public expenditures rose From %81 to $116
(constant 1967 dollars) during that period. An increase of 18 percent

in munieipal taxable valuations stands in sharp contrast to the town's

100 percent increase in expenditures.

3. Growth and Revenue

The examples given above lessen assurance that services to
accommodate rapid rates of population growth can always be financed from
anticipated revenues, There are at least eight reasons why this might

be the case,

Demographic Characteristics--The costs of urbanization are

affected by demographiec pharacteristics of the immigrants as well as by
their sheer numbers. Five hundred additional young families a year, for
example, would haﬁe more impéct on school budgets Lhan would egual oum-
bers pf e¢lderly pecple. For example, Campbell County, which had the
largest proportion of school-age population of any county in Wyoming

five years ago, can be expecied to increase tHis proportion still further
in subsequent years., Since schools consume at least half of all local
government expenditures, this increase alone would have a large impact,
The elderly, on the other hand, would require larger expenditures for

public health and hospitals. Itinerant laborers without families would
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have minimal impaet on school budgets. However, their demand for housing
would be greater than that by egqual numbers of family members hecause of
the greater incidence of one-person housecholds. The vounger the incoming
populatian, the more need for expenditures on recreational facilities.
Population regquiring the more labor-intensive governmental services, such
as social welfare, mental health counseling, manpower development, and

vogcational training, also cause greater per-capita public expenditure.

Diversity'of Services--With rapid urbanization, government must

assume many of the traditional “caretaker' functions since newcomers can-
not depend on personal ties in the community. The newcomers exert pres-
sure for public services not only because of their number hut because of
their greater dependency on government as well, This is particularly
ﬁrue it the newcomers come from larger urban areas in which dependence

on éovornment ig heavy. Straight extrapolations of costs resulting from
population growth may not indicate the full extent of future costs he-
cause 'a wider variety of services is likely to be demanded because of

the greater diversity of the new pc:-pula'c:i.-’.'n:l.E;."20

Marrow Financial Base--Local jurisdictions are generally less

able, legally and politically, to impose new or greater taxes than are
higher Jurisdictions. Dépendent on the pfoperty tax and on grants from
state and federal government, localities stand on a narrow financial base.
Municipalities are particularly vulnerable because industrial complexes
located outside town boundaries generatc ho property tux revenues for the
tdwn. Local revenue sources are generally less varied and therefore less
adeguate, States can impose severanée taxes, license fees, royaltiles,
income taxes, sales taxes, establish reclamation bond funde, ete., but
there is no guarantee tﬁat these revenues will be distributed to the lo-
célifies where the taxes were.collected. It has heen the practice in a

number of states to put severance tax revenucs, for example, into the -
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general fund, remitting only the surplus above state general expendi-=

tures to the counties that generated the revenues.

Intercounty Disparities-~Just as counties within the same

statec might be burdened unequally by the costs of urbanization, counties
in two different states camn experienhce the same disparity, It would be
feasible, for example, for large numbers of people to live in Sheridan,
Wyoming, and to commute f{o work in Montana. In that case, property tax
revenuves on the plants would be generated for Montana while Sheridan
would pay the costs. Sheridan would therefore experience particular dif-

ficulty in financing its growth.

Tax Breaks--Many states grant tax breaks to new industry és an
inducement to locate in the state. For example, Monfané taxes new indus-
trial property at only 7 percent of its  true and fﬁll value” for thé
first three years.ae Machinery aﬁd equipment are taxed at 30 percent of
their value. New industries in North Dakola may be completely exempt N
from property and corporate income taxes tor five years. These practices
remove a source of revenue during the period of fastest growth wheﬁ it is

most needed by urbanizing areas.

Indirect Benefits to Qutsiders--Although industrial growth cre-
ates secondary employment, it does not necessarily broaden tﬂe local tax
base as muech as is often forecasted. Most of the loecal secondary employ-
menl would be in the services, sales, and government sectors, Relatively
little of it would occur in a diversified industrial base on the local |
level. Large-scale ¢oal mining in Wyoming would generate employment in
Ohio where draglines are manufactured, in the Great Lakes states where
steel is produced. Thus a substéntial proportion of the benefits of
secondary employment would acerue to states outside the western coal-

proeducing regions,
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Settlement Patterns--Since many economies of secale in the

delivery of local public services are related to increased population
densities, these economies may not materialize unless certain critical
densities develop. Factors inhibiting such densities from developing
include incentiyes_toward rural land subdivision, the désire to escape
municipal taxes, regulation, zoning, and building codes, and other wéll—

=2

documented dynamics of urban sprawl, Dispersed resiaential settlément
may also be fostered by geographical barriers such as unstable seils,
steep slopes, or other rough terrain. In such cases, sett;ement will
tend to spread out along easily buildablé sites in river valleys rather
than assuming a circular distr;bution. Unwillingness to accept iand-use
controls at the county-wide or state-wide levels may also facilitate
seltlement pattefns that tail to realizeleconomies of scale in the de-
livery of public services. Similarly, access to centralized facilivies
such as hospitals is reduced by dispersion of residential setilement, in
which case cffective delivery of such services can only be made ﬁith

increased transportation costs.

Timited Size--The localities considered in this report are

attemptling to build governmental services on a rélatively restricred
basze. Their populaticon and their institutional capacity are limited in
the beginning, and so they may not yet have reached the point where they
can realize economics of scale. It has been'suggested that such econo-
mies only-begin to be realized at the size of 100,000 or 200,000 popu-
Lution.ré None of the localities studied here is exﬁected to reach that

size as a result of projected energy development,

4, Tax Lag

A final problem faced by towns trying to finance urbanizztion--
tax lag--deserves separate consideration. Even if there were no tax

breaks for industry and no intercounty disparities, the costs of
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urbanization would still generally occur before the taxes to finance

them arrived,

Tax structures represent the bargain struck between industry
and the general public for the privilege of doing business. Since min-
eral cxtfﬁction removes wealth from its original ju;isdiction, mineral
taxes are in'part a form of compensation. As extractive industries deal-
ihg with foreign countries have found, taxation has become a device for
tacitly sharing the wealth. A "fair" tax rate in such cases hag cone to
mean a praportion of profifs derived from sale of the raw mineral. Al-
though.the American coal and oil shale producing states do not excrcise
sovereign powers, they have gimilar interests at stake. They will want
to assure themselves, at a minimum, that the costs of mineralé develop~-
ment wiiltnot exceed their ability to finance required public expendi4

tures. Beyond that, they may seek to regulate various aspects of indus-

trial devclopment by manipulating tax inhcentives and disincentives. T

Montana, which is a leader in mineral taxation, has four major
taxes that pertain to cozl mining: the Net Procesds Tax, the Resource
Indemnity Trust Account Tax, the Strip Coal Mines License Tax, and the

®%  The Net Proceeds Tax, or severance Tax, is

Corporafion Liceuse Tax,
based on the gross dollar value of coal extracted, less the éost of min-
ing and markéting it, and may be averaged over five or more vears. This
value is then included in the assessed property of the firm and thus
becomes subjeat to county property taxes. However, a drawback is that
revenues are not collected until after public costs have occurred.
Another potential drawback relates to the procedure for determining the
valuation of net proceeds. One of the advantages of vertical integra-
tion is the opportunity for a firm to sell crude products to itsélf at
below-market prices, therehy lowéring taxable valvation. For in-state

mining and conversion operations, this could represecnt a substantial

Ioss of revenue,
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Reciamation fund taxes can be base& either on the value of
coal extracted, the quantity of coal extracted, or on the anticipated‘
cost of reclamation. When the reclamation bond is eguivalent to the
value ol Lhe coal extracted, Lhe bond.oﬁerates as a surety that recla-
mation work is actuallylperfnrmed recause there would be no net benefit
in forfeiting the bond. The alternative of holding a bond equivalent to
the cost of reclamétion has been tried in some Appalachian states, but
it has been found in a significant.numﬁer of cascs that these were
treated as 'slip-out costs” by firms unwilling to perform reclamation,
;n one easlern state, an ingenious operator has apparéntly-circqmvented
the reelamation tax entirélf by stripping the.bverburden without touching
the coal and then selling the land to another oberator. Montana's rec-
lamation fund imposes a tax of 52% plus 0.5 percent of tﬁe gross value
of'coal extracted, IUnder the'vetoéd federal strip mine legislation, a
federal reclamatioﬁ fund would collect 35 cents a tan to reclaim 'orphan
1ands”-—abaﬁdnned by untraceable strip mine operators--and sell thém to

responsible owners.

States have the option of remitting revenues to the general
lreasury or of earmarking tax revenues for specific purposes and/for
counties. For example, Kentucky treats severance taxcs as general-
purpose revenue, sending only the surplus above the state expenditures
hanck to the county from which the coal eas extracted. Other states ear-
mark these taxes specifically for road maintenance and reclamaiion work
in Lhose counties. Montana's feclamation fund tax is earmarked for the
counties where land has been disturbed. In addition, its Striﬁ Coal
Mines License Tax, 1evied propoftionally to the heating value of the
conl, collcets amounts ranging from 12 to 40 cents a ton., Of this
amount, the county contributing the coal receives one cent per ton.
Finally, Rontana's Corporation License Tax imposes & flat 6.73 percent
tax on net income earned in the state, of which one-fourth is éarmarked

for schools.
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D. Policy Options for Controlled Growth Rates

The problems attendant to growth cited in the previous section and
the interests of the various stakeholders cited in Section B can be ad-
dressed tﬁrough various federal, state, and local'policies‘ Such poli-
cies should deal realistically with the choices open to the western
ceal-producing regions, recognizing the interdependence of rapid growth
and subsequent decline. Every region which is declining today,” accord-
ing to a report by the 0ld West Regional Commissiun,* "is so doing be-
cause the momentum ol some earlier growth carried it to levels it could
not sustain.”®° The vulnerability of these regions to the changing for-
tunes of extremely spceialized economies suggests an approach 'which is
neither opportunistically promotional nor dogmatically preservafionist,
but which geeps Incal growth rates within a range to which the existing

?®  For these regions to avert

communities can adapt without hardship."
the boom-and-bust cycle to which they have been subject in the past, the
Old West Regional Commission's report concludes, "the new urhan develop-
ment prospects arising from coal developments should not be reparded as

a means of ‘saving' declining towns...."®*® Policy options to achieve
desirable rates of growth can he divided into the breoad categories of

nonfiscal instruments and fiscal instruments.

1, Nonfiscal Options

Praospecets for land use controls at the federal level appear
dim sinee Congress has rejected federal land use legislation and has

failed fo override presidential veto of legislation to implement land

*The 0ld West Regional Commission is an intergovernmental organization
consisting of the governors of North Dakotz, South Dakota, Nebraska,
Wyoming, Montana, and federal representatives.
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use controls on federally owned coal lease tracts. However, some land
use controls are now indiréctly applied by the federal government, for
exumple, in the EPA air quality control regions. Thus, existing legis-
lation may he sufficient to authorize some land use controls on the part
of federal agencies. The Bureau of Land Management and the Forest Serf—
ice; fwo agencies with substantial cxperience in multiple-use planning,
Have estaﬁlished a land use plan for management of the Decker-Birney area

of southeastern Montana.ge

Their plan, produced in cooperation with Mon-
tana officials and atter extensive consultation with landowners and others
in the Decker-Birney area, -seeks Lo accommodate the diverse interests of

livestock grazers, timber producers, recreationists, and coal producers.

The EPA could establish land guality categories, similar Lo its
air gquality categories, to guide decision-makers on land use. Rather
than approaching energy development on a mine-by-mine basis or on the
. basis of overall requirements, EPA could cvaluate land use on the basis

.0t relevant impaet factors, Such impact factors might include:

® Vegetative and wildlife production,

® Competing land use requirements (such as farming, ranching,
recreation, or residential use).

® Water consumption. . . .

e Institutional and fiscal capacity of localities to absorb
population growth.

& Net energy considerations.
I

A_sttem of land quality categories would help solve two problems that
are prevalent in environmental regulation--individual case~by-casec
treatment on the one hand, and inflexible across-the-board rules on. the
other hand. Instead, environmental standards could be applied to cate-
gories of conditions, For cxample, the need for reclamation could be
treated as something not necessary in all places and at all times but

only where sowc evident impact occurs., The needs of localities for
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assistance in accommodating different rates of population growth could

be treated similarly.

Various tools of growth management are available at state and
local levels. iMontana, Wyoming, and North Dakota have enacted laws roeg-
ulating the siting of synthetic fuels conversion facilitiesland electri-
cal generating facilities. These laws incorporate some of the regulatory
features mentioned above as impact factors in the context of possible
federal regulation. Their effect will undoubtedly be t6 impose some
dlate control over the scope, puce, and timing of energy development
within the stgte. Monténa and scveral other states in the coal-producing
region have also enacted environmental protection legislation, which could
regulaté eneréy developmenl impacts, Citices and towns ecan eontrol growth
by the indirecct means of Iimiting the number of sewer or utility connec-
tions or limiting the rescrvoir capacity of municipal water syétems. If
they wish to promote concentrated setilement patterns, they can adopt an
“urban service boundary” bevond which publiec services will not be ex-
tended. One successful policy instrument, put into practice by the town
of Ramapo, New York, in 1969, required phased constructioh of public
service facilities in parailel with land development. Ramapo's ordinance
tied the rate of population growth to the rate zt which public capital
improvements could be financed. Other conditions besides those associ-
ated with timing can be attached to building and eonstruction permits
within local jurisdictions. For example, a specific finding on the part
of a planning commission that sufficient public facilities exist may be
required as a conditien of granting a particular building or construction
permii. In addition, local jurisdictions ean adopt special-purpose zon-
ing ordinances (such as agricultural zoning, conservationlzoning, devel-
opment district zoning, and éown-zoning), and quotas or moratoria on

building and construction permits.g?




2. Fiscal Optiions

The federal government has a long tradition of aiding locali-
ties serving a national purpose which are adversely affected by their
efforts. TFor example, military bases may occupy land that would other-
wise belong toc the city or county property tax.base. However, federally
owned land is exempt from local prOpeyty tax obligations. At the same
time, the presence of the ﬁilitary base might create a heavy burden of
public cxpenditures for schools. Congress enacted legislation in 1950
to progidé [unds to school districts in areas affected by federal ac-
tivity.T Public Law 874 was intended to 2id school districts in linanc-
ing current educational expenses. 11 now acgounts for an avcrage of 5
percent of the operating expenscs of about 10 percent of the schocl dis-
tricts in the United States, containing about 30 percent of the nation’s
public school enrollment. These payments continue as long as the federal
activity remains in the area, Public Law 815 provides financial assist-
ance for construction of school facilities imn districts where the federal
presence creates need for such new facgilities. These laws could well
sevve as a model for federal ussistance to localities experiencing rapid

population growth under pressure of energy development.

With regard to development of oil in the outer continental
shelf, the Department of Commerce has recommended federal compensation
of constal states adversely impacted by energy develop;ment.Be A similar
arrangement could be formulated for ceal mining., Such compensation fakeﬁ
three forms in the recommendation: (1) genefal revenue sharing, (2) ad-

verse impnct'grants, and (3) front-end loans.

General Revenue Sharing--a percentage vi federal bonus bid and

royalty revenues could be ecarmarked for states affected based on impact

factors.
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Adverse Impact Grants--States could apply on an individual

bagis to the federal government for assistance based on demonstrated

envircnmetital, economic, or administrative costs associated with re-

source development.,

Front-End Loans--States could receive low-cost federal loans

te finance public facilities and services needed to accommodate resource

development.

State governments can recover the costs of rapid population
growth by means of valuing and taxing all productive wealth. TFor exam—
ple, iontana enacted a 30 percent severance tax on coal, earmarking the
revenues for schoois, roads, recreational facilities, consefvation, and
reclamation. Reclamation bonds can be required as a condition of per-
mission to mine ecal. Similarly, the posting of a bond -to cover the cost

of expanded public facilities and services can be required.

The options discussed in this section do not offer a complete
solution to the problems of energy development, environmental protection,
and local growih. Many outstanding problems are not addressed, sucl as
the issue of surface owners' rights, water yrights, as discussed more fully
in Chapter 19, and the allocation of resources to food and fiber production

as well as energy production,

Alihough iocalities can limit population growth, the naticn as
a whole eannot do so, given the fact of at least some national population
increase (even if at declining national birth rates). Nevertheless, while
it searches for patterns of settlement that serve national needs without
adversely affecting the quality of life, the nation can promote egquitahble

and orderly local growth,
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