


PIE-WEST OUTLOOK

SANTA YNEZ

OIL TRANSPORT CONTROVERSY

By Land or by Sea?
The Critical Question

hy Robert M. Waolcoll

in Southern California

A MAJOR RESOURCE MANAGEMENT PROBLEM is plaguing the State

of California, Exxon and the U.S. Department of the Interior

(DOI). They disagree about oil and gas development in the
Santa Ynez Outer Continental Shelf (OCS) unit of the Santa Bar-
bara Channel, which is 20 miles wide, 60 miles long, bordering
the coastal city of Santa Barbara.

he debate is whether Exxon should
be allowed to process crude on tankers
moored more than three miles off the
coast in federal waters, then lake the oil
o refineries by tanker, Or should Exxon
be required to construct and operate an
onshore pipeline that would transporl
processed crude 140 miles south to the
refineries at Long Beacht

But the issue is bigger than this. It also
confronts the broader question of the
state’s power to regulate facilities within
state jurisdiction needed 1o supporl
development of any sort in federal
walers

After more than a year ol
negotiations, last March 3, the Coastal
Zone Conservation Commission gran-
ted Exxon a permit to construct and
operate Sanla Ynez lacilities, with the
permit  contingent on  certain - con-
ditions :

Exxon asked to pipe crude oil from
wells out in the channel onshore to be
processed in Las Flores Canyon, and
then pipe the processed crude Lack out
1/4 mile to an offshore terminal where
tankers would pick it up and haul it to
Long Beach for refining. But the com-
mission, to satisly the environmental
standards of the Coastal Act, required
Exxon to stop using the marine terminal
by 1981, and transport crude through an
onshore common carrier pipeline that
would  serve  all Santa  Barbara
producers. This condition would

1) Reduce air emissions from tanker
loadings
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Ol via tanker—an enviconmental 1ish

2) Elimiate the nsk of marine ol
spills

Contimued on page 7
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WE CAN HELP

PIE WEST DIRECTLY ASSISTS citizen
groups through our Clearinghouse
and Education programs. The
Clearinghouse links economists
with groups needing research
assistance, advice or expert
testimony. The Education program
sponsors workshops and con-
ferences designed lo increase
public awareness of economic
issues.

Enclosed in this newslelter is a
short survey for you Lo answer o
help us aid citizen groups. The sur-
vey asks about your needs for PIE
economists and results also will
be used lo sel priorities for
workshops in the coming year.

We encourage cilizen groups lo
complete the survey and help us
to serve you better.

TOWARD
INDEPENDENCE

La Raza Centro Legal
Seeks IRS Ruling

by Chuck Hoelscher

A PROPOSAL SUBMITIED to the IRS by San
Francisco La Raza Centro Legal could, if
approved, make it possible for Centro
Legal, as well as other nonprofit legal
assistance groups, to move closer toward
self-sulficiency

The proposal calls for a change in 501
(¢)(3), the IRS code governing nonprolit
corporations.

La Raza Lepal wants to charge clients
whose incomes are too high 1o gel
{ree services from Legal Aid or other such
groups, but too low for them to afford
logal fees of a private attorney. Centro
Legal wants to charge on a sliding scale
based on ability lo pay

PIE West economist Fred Doolittle did
a study for La Raza that showed Centro
Legal must be able to charge for its ser-
vices on A shidhing scale to survive

Public interest  groups  around  the
cauntry will also be affected by what the

Contimued on page 2




IRS does.

La Raza has already completed the first
of a two-pronged effort to bring self-
sufficiency. It has California Bar
Association approval to charge referral
fees for the four to five referrals it han-
dles daily. FEefore, only the Bar could
charge referral fees.

According to the PIE West study, the
legal service group now draws more than
half of its clients from the lower middle
class and the small business community.
The other clients are unable to pay
anything.

Eighty per cent of Centro Legal's
clients were born outside the United
States in Spanish-speaking countries.
Centro Legal, the only bilingual,
bicultural legal center in San Francisco, is
their only alternative for legal help.

Like many nonprofit corporations, La
Raza Centro Legal is funded mainly by
grants, which tend to decline over a few
years, forcing groups to seek alternate
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Yolanda Alcantar-Garcia: "Important communily services'

funding.

Now sliding scale fees are necessary i
La Raza Centro Legal is lo continue,
Doolittle’s study concludes

“Nonprofit hospitals and schools are
allowed by IRS regulations to charge
fees, They can charge anything they like,”
says  Yolanda  Alcantar-Garcia, Centro
Legal spokeswoman, “But legal services
don't have this method of self-suppont
Centro Legal should have the same
methods of sell-support. Centro Legal
should have the same methods of self-
support as nonprofit  schools and
hospitals, We, too, provide important
community services,”

If La Raza Legal gets its shding fee ap-
proved (maximum fee would be $50),
legal groups all over the country will be
in a better position to perpetuate them-
selves without federal, state or foun-
dation funding. They will also be able to
serve a large group of people they've had
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to 'turn away before, those between
poverty and the middle class.

La Raza Centro Legal has been
operating 'since 1973. Each year has
brought more clients. Now, 48% of them
come from the Mission (Latino) District
of San Francisco, the rest are Latinos
from throughout the city.

If allowed to advertise, La Raza's clien-
lele both in and out of the Mission
District would increase many times.

Centro Legal now provides assistance
worth an average of $212 a case. Its
income from each case is zero.

In 1976, Centro Legal provided
£105,375 worth of legal services while
receiving about $76,000 in funding. Just
to hold even, Centro Legal must find
other sources of income.

This crisis caused by IRS regulations
affects more than just La Raza Centro
Legal; it affects the continuing existence
of many nonprofit community legal
groups.

Photos by Melinda Marble

SILKSCREEN
TRAINING

Learning skills on the job

La RAzA Sukscreen Cinitg provides on -
the - job training in techniques  of
silkscreening  and  ponting,  including
graphics and composing, and teaches
business skills. Now supported by foun-
dations, the Center wishes 1o become
sell - sufficient by expanding commercial
accounts, while continuing to provide
low - cost services (o other nul\pmﬁi
groups.

PIE's Michael Kavanaugh is deveioping
revenue forecasts based on past per-
formance, the purchase of new equip-
ment and possible new marke s, to assist
the Center in developing a strategy for
sell - sulliciency,
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DIRECTIONS
by Robert M. Walcolt
Directer, ME Wast

ARMED WITH THE W|spom of twelve
months hindsight and a strong sense of
achievement, PIE West is entering its
second year. This is an appropriate junc-
ture to reflect upon where we have
been and whal directions we intend to
pursue,

I began PIC West in March of 1976, with
the specific objective of involving con-
cerned and talented economists in public
debate. This end is realized through their
conducting of disinterested, high quality
analysis for citizen/public interest groups.
The need for thisderives from the obvious
imbalance between the capacity of large
private interests and government to pur-
chase high-powered economic talent,
and the inability of smaller, less well-
heeled citizen groups to afford the
same,

This community - oriented -~ nc-pt,
though already operative in som* other
professions, had nol been advanced by
economists in the West; and, as our ex-
periecnce this past year has clearly
demonstrated, the need is most evident,

The Clearinghouse Project we have
developed to respond to this need in-
volves recruiling economists from
universities, research institutes, and the
private sector to provide expertise on
an ability - to - pay basis. Durning the
year we completed more than fifty
projects for cilizens or community
organizations, and | intend to see sur
cltorls increased during this next year

For mysell, the experience of Pl
West has been exciting and enriching

This process of linking disparate allies 1

PIE IN ANAHEIM

Two sessions in June

Pusiic INrrest Econosics will sponsot
two sessions at the Western Economic
Assodation Conference in Anaheim,
Calil. — June 20 - 23

The first session — Food and Hee'Y
Issues — features trthee papers Rl
Grocery Industry by Gene Adkins, !Lan-
chising - The Case for Reform by David
Bradwell, and Health Maintenance
Ormganizations. Theory and Evidence by
Hal Luft. Charles Bigelow, Michael
Baldigo and LA, Lennie will discuss

The second session - Energy
Development and the Public Interest —
includes: Optimal Risk Sharing by Hayne
Leland, Competition and Leasing by Polly
Roberts; and Boom and Bust in Resource
Regions by Ldgar Rust Discussing at this
session will be Michael Yokell, Claron
Nelson and John Jurewitz
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rewarding not only because we are

continuously buttressing the underdog
position, butalsobecausewepursuetruth
in the commonweal.

As for the citizen groups we serve, |
believe our experience clearly demon-
strates that the use of an economist
strengthensagroup’s position technically
and lends public credence before
commissions, courts and councils,
During the year, PIE economisls ap-
peared before state and county courls,
boards of supervisors, planning com-
missions and regulatory commissions.
In some cases, the economist’s analysis
and represn~tation was responsible for
successfully resolving the issue.

Objective economic testimony can
be of value to nearly every citizen

PIE Philosophy

PIE West economists will try to grant any non-
profit organization's reques! that is in the
public interest, which PIE defines as ac-
tivities that will:
® |mprove the general welfare by making
more efficienl use of human and natural
resources,
Increase responsiveness of the economy
and .olitical institutions to public needs.
Decrease inequalities in income, wealth
and economic power.
Increase public understanding of lhe
economic characteristics ol current
issues,

i

group. | have observed, however, that
our assistance can be most effectively
employed in the areas of energy pricing,
environmental management, budgetary
and tax policy, consumer issues and ur-
ban redevelopment policy. | select
these areas for two reasons: First, the
groups active in these areas tend to be.
the most organized and have clearly
stated policies that give the economist a
precise point of reference. Second, the
profession itself has recently bred a sub-
stantial number of economists
specializing in welfare, environmental,
natural resource, and public finance
issues. These economists, \who are
aggressively researching issues that
require current policy decisions, tend to
be more willing to become involved in
the frays of public debate. Therefore as
a matter of course, these economists
stand lo gain professionally from PIE
parlicipation.

Though not serving a direct advocacy
role, our Research Program may
ultimately contribute most to the long
run  public interest. By conducling
prolessional research on contract basis,
we are able to enlist the most talented
economists to perform analytical work
that serves the broad range of citizen
groups and, in most instances, directly
affects current public issues,

I sincerely hope we can conlinue to
provide relevant assistance and  that
you, our readers, whether economis
or interested citizens, will demand that
ol us

PIE WEST'S EDUCATION PLANS

New Series of Economics Workshops in the Works

P WISts 1OUCATION program convenes
waorkshops, semunars and conferences to
INCoease awareness ol economic issues
ameng those actively secking 1o n
Hluence public policy. The topics ol
these meetings  vary according 1o
requests trom cibizen groups  and
current public policy signilicance

Durning the past year, representatives
from more than 100 cibzen  achion
groups attended workshops on four
lopics

0O Economics of rent controls, temt
subsidies and code enforcement

O Transtormation markets in the food
wndlustry

L Economics ol preventative health
e

0 Municipal finance and the impact
ol the Serrano budgeting
decision

Our next workshop will locus on
developing commumity - hased neigh
borhood banks as vehicles Tor investing
residents” savings in housing and com

schoal

mercial development within their own
commumity. Community banks are a
way 1o keep money within neigh-
borhaods in transition or considered to
be poor rsks by vaditional lending in-
stitulinons

PIL West s expanding the Lducation
program 1o include  semimars lor 4
varielty ol spec il anterest  represens
tatives as a forum to explam and discuss
pohicy 1ssues betore the Legislature

Our Giest seoinar will be June 24 in
San Francisco 10 will deal with how to
change state pollution cantrol tram the
present regulatary system to one ol
veonomic dismeentives called emiission
charges. D Allen Kneese, a member ol
ML West's Board ol Duectors and an
authorty an thas approach, sl lead the
seminar Invitations  have  been exs
tendied to bty people, epresenhing a
cross section ol knowledgeable
legislators, envionmentalists and thase
bing regulated

by Sam Sternbierg
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A SINGLE RATE FOR WATER

Can a rate structure effectively aid conservation?

by Helen Burke, Board Membe:
East Bay Municipal Utility Districi

IN PAST YEARS of normal rainfall, East Bay Municipal Utility
District (EBMUD) was a sleepy, special district efficiently ser-
ving water to 1.1 million people in Alameda and Contra Costa
counties, Water then was a high-quality, low-cost commodity

in plentiful supply that helped attract
new industry and housing to the area.

This second year of drought has
changed all that. EBMUD now is a high-
profile agency allocating a scarce
resource. The goal now is to conserve
waler rather than encourage its use. So
one question that arises is to what ex-
tenl can rate structure affect this con-
servation.

EBMUD has a declining block rate
structure typical of utilities. Belare new
rates were set, the first 4,000 cu. ft. per
mo. cost 24 cents for 100 cu. ft. The
next 396,000 cu. ft. was 22 cents/100 cu.

ft. over the allocated amount up to 300
cu. ft. and $50 per unit thereafter,
whereas EBMUD's excess use charges
go up al the rate of two, three and four
times the unit cost, only reaching
$7.80/unit when 500 cu. ft. has been ex-
ceeded. To date, MMWD has been suc-
cessful in meeting its goal ol 57% cvitback
in water usage.

The question remains: To what extent
can a rate structure al EBMUD ef-

‘fectively serve a conservation goal? EB:

MUD differs markedly from MMWD in
several respects:

First, EBMUD is much larger than
MMWD (about 300,000 vs. 50,000 ac-
counts),

Second, EBMUD has a much larger
proportion of heavy industrial users
than MMWD (about 23%, whereas
MMWD has little or none).

Third, EBMUD has wide disparities in
climate and income, which affect con-
sumption patterns within the district.

To accommodate this complex
situation, EBMUD has adopled an
allocation system reinforced by pricing
policies, penalty charges and
regulations prohibiting the wasteful use
of water. So far, the district has suc-
ceeded in reaching the overall goal of
reducing water use 35% .

As a minority of one on EBMUD’s
board, | voted against the rate increase
because | favored adopting a rate struc-
ture that would reinforce conservation
goals by discouraging the wasleful use
ul water. As a step in that direction, |
advocaled keeping the lifeline rate but
establishing a single rate where every
gallon of water would be worth the
same as every other gallon ol water.

Stalf estimated the single rate at 37¢ /

COMPARISON CURRENT CONSUMPTION

On March 22, the board adopted a OF RATE . OLD RATES

rate increase to offset loss of revenues ALTERNAT'VES ot
from water rationing. [xcept for = CURRENT RATES

“hieline’” binck rate, the rate structure
remains basically declinig block D SINGLE UNIT RATE (5.37)
Now, the rate for the first 500 cu. I,
in a month is 29 cents per 1000 The next
1,500 cu. It per month is 39 cents a 100
The next 396,000 cu. . is 37 cents a mo
per 1000 And more than 400,000 cu, It
per month drops 1o 33 cents per 100 cu
i

ft.; more than 400,000 cu. ft. dropped to
18 cents per 100 cu. ft

Water Bill (Includes excess use charge)

RESIDENTIAL — 22 Unils Use (bi-monthly) (280 gpd)

The problem with the dechning block
rates is that at s hased on the premise
“the more you use, the less you pay,”
thereby  proviching  hittle hinancia -
centive 1o save water Distnct stalt ex-
plain that the basis for this rate st
ture s that ot costs the district less to
serve a large volume of water 1o one in-
dustnal customer than relatively small T 2 b
quantities 1o thousands ol r$2,387.60
homeowners :

Manin Mumiapal Water Dastnict
(MMWD) ain Manin County is an exam
ple of what a water distnct can do with
prctng pohicies dunng an rmergency
Mann has let the marketplace alone be
the deterrent o water  use by
cstablishing a simgle rate tor water —
$1.221100 cu. (1 — sigmilicantly higher
than EBMUD's Penalty rates hatv e been o% ‘?‘
set considerably lagher than TEMUD | o v
Manin's penalty s $10 for each 100 ¢y

4

COMMERCIAL — 4000 Units Use (monthly)

$930 80

INDUSTRIAL

$$37,676,30 finstiizizases

o T T T

[ $41,614.60

100,000 Units Use (monthly)




per 100 cu. ft. in order to obtain the

necessary revenues.

In comparing average monthly bills
for current rates, proposed rates and (he
single rate, the impact of the single rate
was shown to be slightly less in the
residential sector, exactly the same for
commercial, and slightly more in the in-
dustrial category. An industrial
customer using 100,000 units, for exam-
ple, would pay about $4,000 more per
month in rates.

While rate structure can reinforce
conservation goals, it alone cannol do
the job. It is generally agreed that water
pricing is only partially elastic. In the
past, water has been priced so low that,
in the case of EBMUD, staff say the
price would have to be tripled,
quadrupled, or quintupled to affect
demand significantly.

In view of MMWD's expernience, it
may be that Marin’s $1.22/100 cu. 1.
price is sufficiently high to effectively
curb demand

The basic problem here s that EB-
MUD is an autonomous local agency
with authorily to set its own rates and
taxes without review by outside agen-
cies, such as the <tate Public Unhties
Commission. Cansequently, distncl

Helen Buihe: A minorily of one

stall attitudes tend to become ingrown
and resist change This s nowhere maore
evident than o the area ol rate st
ture

Recently, | talked to o member of the
statee PUC who aindicated that cost ol
setvice s no longer considered the sale
cotenon for jushitying  rate stractures
Other considerations, such as cost ol
the last umit of water supphied, as well
A comervation  goals  maght also be
constdered  He et that i the luturne
mate utihtes would adopt the single
rate sttucture  Although the PUC s
taking the lead i new approaches 1o
ratessettiing, distoct statt sull cite them
as authonty for the costobservice ap
proach

Ihstrect stafl say the rale anrease s
tempiaraty, necessary only dunng the

Combimuedd o paipes f

FIGHTING THE SCAVENGERS

Ga'baye Rate Battle in Emeryville

by Cheryl Allmon

EMERYVILLE NUGHBORHOOD IMPROVEMENT
Association (ENIA) and PIE West suc-
cessfully investigated a whopping rate
increase proposed by the Oakland
Scavenger Company.

The rate hike for residents was cut
almost in halli by the Emeryville City
Council and the industrial rate was
raised.

It all began last July when the
Emeryville Neighborhood Improvement
Association learned that Oakland
Scavenger proposed a 110% rate in-
crease. ENIA  began to  investigate
whether  the increase  was  justified,
Emeryville residents were faced with a
hike irom $1.90 to $4 a manth.

Although one-fith ol Emeryville's
residents are on fow or lixed incomes,
Bill Neukomm, ENIA stall director at
that time, said, “This was really nol a
paverty case. Rather, the principle ol
the thing caused all the interest.” This
would have been the Scavengers' fist
rate hike since 1968 But it was (oo
much money all at once and without
prior notthication  that  galled  the
residents

INIA contacted PIE West 1o request
an analysis of the Scavengers” rates and
operating costs. The Scavengers had
compiled G Tlopage rate increase ap-
pheation that dd not include actual
costs but simply projecied  operating
costs  There was also a lengthy study
compiled by Pnce-Waterthouse tor the
Jount Retuse Rate Review Commattee
(compried ol representatives of all the
municipahties  served by the
Scavengeis) that recommended uniform
pwarhage  pates However,  the reporl
taled to <tudy ditferences an hauling
Cosls between he Various
municipalitios

ML West recommended accountant
Andy Grmstad who met wilh
Nevkomm UMy part was to help il
develop some sort ol strategy to hlock
the ncrease untl proper data could be
brought in to determine whether or not
the mcrease was qustied,” Gramstad
sadd e compiosed 100 questions tor
INIA 1o request such mformation as
1974760 Seavenger income tax returns
and actual production costs

Pressure on the cily council increased
to deny the rate raise until, with the City
Manager's support on August 10, the
council denied the increase until the
Scavengers reported all costs and
revenues. A month later, Oakland
Scavenger Co. produced extensive data,

Al this point, Grimstad left the project
and recommended a masters student at
U.C. Berkeley, who wishes to remain
anonymous, to continue in his place.
Neukomm and the new analyst went
through the books and saw something
Wrong.

“It looked funny but that was all we
could say because we had no in-
dependent  figures,” Neukomm  said
“We eventually found inflated expenses
such as the cost of sending three extra
ttucks to Emeryville when they really
didn’t send them.”

There was also the much undeclared
revenue  from  the maoney-making
business of selling salvage. Furthermore,
the Scavengers were exaggerating the
actual cost ol gatbage collection in
Lmeryville, which is a relatively tat but
compact city and should be an casy
prekup route compared with suttouns
||lll}( [N 1ITR

In sum, expenses were ndlated and
revenue detlated

After carelul analysis, ENIA decided
that a 50% to 55% mcrease for the
Ccavengers would  be fair Neghe
borhood and ity business represen:
tiives totmed o negotiating commttee
They reviewed hgures and concluded
that of the proposed rate for industry
was rased 5ocents per o unil, then the
restident  rate could  be
teduced 1o $Y per wash can vach
manth

The Scavengens backed this plan and
owas agteed tooat the May 1) City
Council mecting John Sesek, ENIA stall
dhirectarn, sad

The company was Torced 1o jushily
s rate ancrease and business was very
instramental i ol giviag up ground
until & compromise was i osight . The
rate ine cease became a rallying pomnt for
the residents of Emeryville and  the
strength that resulted from this con
ttoversy wall hopetuliy be used again

propased
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drought, and ithat the rate structure
review underway — which ultimately
will. come before the board — is the
proper place to discuss rate structure
changes. My concern is that because we
don’t know how long the drought will
last — some say we may be headed for
a third dry year — what better time to
consider rate s ructure change that en-
courages prudent use of waler than
during the worst dry year on racordl

Board politics are also involved in set-
ting the district’s rate structure. As an
environmental activist, |'have long been
interested in using rate structure to ac-
complish conservation. The other six
board members tend to represent the
business community and have stated
they do not wish to affect industry ad-
versely in any way or to cause job
layoffs. To date, this has included op-
position to looking at any alternative

approach to rate-setting.

While | have concurred in other
board members’ concern about
possible loss of jobs and cutback in
production, | also feel the district can
and should ‘consider establishing an
equitable rate structure that both
rewards conservation and distributes
equally costs of producing water and
serving customers, as one weapon in its
arsenal of conservation strategies.

MILK PRICES

Why State
Dropped Minimum

by Susan Little

LOW PAY,
BIG REWARD

Public Interest Profile

HOSPITAL COSTS

Fresno Medical Center
— Public vs. Private

—
THE  CALIFORNIA  DEPARTMENT  oOf
Agriculture eliminated minimum retail
prices for milk on January 6. The effort to
drop the minimum price starled years
ago but came to a head last year when the
Berkley Co-op set its milk prices below
the minimum and the state took action
within 24 hours,

Lois Salisbury and Sidney Waolinsky of
Public Advocates served as the Co-op's
legal defense during the months of
hearings. PIE West provided Public Ad-
vocates with an expert resource in
economist Polly Roberts of U.C.
Berkeley, who prepared several papuors
and presented testimony.

Salisbury says that Sacramenlo
deregulation has not had much impacl
because the state dropped the minimum
there more than a year ago as an ex-
petiment, the hall - gallon price has
remalned at 68 cents and 69 cents,

The retail grocery market in Southern
California is more competitive than in the
Bay Area,

San Diego was the lirst 1o show a cily-
wide drop, from 71 cents to b4 cents,
Atound  Los Angeles the price came
down at the beginning of March and sel-
tled at 64 conts,

In the Bay Area prices vary, Wherever
there's a Co-op, competitors have cul
prces to match the Co-op's bd cents,
Where there is no Co-op, prices have
remained the same,

The big chains absorb these price
drops hy raising prices on other items,
but the Co-op did not rise prices on
other items. The Co-op  management
believes the prce of milk, a basic food,
should be as low as possible and that the
prices ol basic Toods should not be used
to subsidize loss nutritious items

Public Advocates is asking the state for
attorney's fees for this case Each 1 cent
drop in the price of milk means annual
savings of $10 million 1o consumers,
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Clair VicktRy,  assistant professor of
economics al U.C, Berkeley, and a labor
economist who has been part of class ac-
tion suits and has testified about
discrimination, unemployment and the
federal welfare system, is not all altruist
in her contributions to public interest
work, She explains:

“The economic problems of public
welfare issues are more interesting to me
than private sector issues, and the op-
portunities to influence public policy
add to the interest, Research is often
grubby, tedicuys work but economists
like to share their knowledge."

There is no money to speak ol in
public interest wark, Vickery somelimes
teceives small sums, at most a few hun-
dred dollars, as payment for services, She
says she accepts the fee because she
feels expert witnesses should be paid,
but then she turns over the money to a
needy campus group. Being paid 1o
testify can be seen as compromising, she
realizes, but actually most  testimony
grows naturally out of research with no
strings attached, I's simply that, after in-
vostigating o problem, an  economist
"turns around and gives advice at the ad-
ministrative, policy - making level,” she
said,

The pressures of academic life can
conflict with working to influence public
policy.  “IU's like trying to dance to two
different  tunes,”  Vickery says.  The
university  rewards  theoretical work
which s notalways ke pursuing the prac -
tical imphcations of public policy. She
stronglybelievesbasic researchisvaluable
and that the university can provide the
necessary ime and support to do it

“Lconomists investigate  real world
prablems. The problems | can see cons
cretely motivate my research,” she ex-
plains, “Research consists of sething up a
theoretical model and measunng it with
data. In this way, cconomists can assist

THE 1975 - 1976 FRESNO COUNTY GRAND JURY
recommended thal the county consider
awarding management of the county's
only public hospital, Valley Medicz| Cen-
ter (VMC), to a private firm.

This prompted West Side Rural Health
Conference, Mejicanos Unidos, Cenlro
La Familia, and Fresno County Legal Ser-
vices to form the Community Coalition
on VMC to study the public vs. private
management of the 450-bed hospital,

“There is substantial reason 1o doubt
that private management would benefit
the San Joaquin community that uses the
services of VMC, especially the low - in-
come who are frequently unable to ob-
tain medical services elsewhere,' says Bill
Plumb of the coalition,

The coalition asked for assistance from
PIE West and Accountants for the
Public Interest (AP1) in interpreting the
financial statements and  management
proposals ol the private  firms.  The
coalition also wanted VMC's  budget
amalyzed to  better understand  any
changes in services  or accounting
procedures that the private firms might
propose. The coalition successlully
pressured  the VMO management  to
respond 1o the same questions that the
private firms will address in their bids

APl is now  waiting (o receive  the
proposals, review them, compare  the
Fresno  experience o other  county
hospitals, then write a report this sum.
mer. ML West provided the coalition
with the names of several econamists in
the area who are available for con:
sultations  regarding  methods  of
measuting hospital efficiency

hy S,

groundswell movement
“Thatisthevalue of PIE Citizens groups
can receive techmcal assistance 1o sup-
port their posihons in front ol policy
tiakers.” by S.L.




DOWNZONE DISPUTE
Noe Neighbors Get Action
NOE VALLEY NEIGHBORS FOR ACTION won a
témporary victory on April 14 in their
fight to maintain the quality of life in
their neighborhood.

The San Francisco Planning Com-
mission voted to continue until January
1978 controls that limit commercial
developmentalong upper 24th Street, the
main business street in Noe Valley.

Until January, 24th St. had been zoned
C-2, which allows commercial or office
use on upper stories as well as the
ground floor. But Noe Valley Neighbors,
East-West of Castro Improvement Club,
Friends of Noe Valley, and Business and
Professional Association of Noe Valley
favor dezoning to RC-3, which allows
ground level commercial development
but protects upper stary residential units,

The growing commercial development
was driving oul residents as well as in-
creasing noise, litter and congestion.

Frank L. Smith, economist at the
University of San Francisco, assisted
Noe Valley Neighbors by anticipating the
arguments of the opposition and
preparing rebuttals. Smith testified
before the Planning Commission and
said: “There is no evidence at all thal the
adoplion of the zoning requested here
would close the neighborhood againsi
any expansion of business enterprise,
There would still be room for a roughly
10% increase in the number ol
businesses over those already in place.”

Smith also pointed out that the long
term  effects of  “lettitg  the market
decide the extent of commercial
development can be disastrous: “What
happens il a failure to rezone forces
people out of their homes? Apart com-
pletely from their problem ol finding
housing they can alford, they take their
buying power with them, including the
taxes they pay Failure to rezone in
the best interests of  neighborhood
stabilization means a probable loss 1o
the city, plus loss ol buying power (o
new and established business.

“Is true that a short term gain could
acctue to San Francisco in increased
property values and taxes. But in the
longer term it would also probably mean
abandoned units and only paper
evaluations’

When controls expire in lanuary 1978,
the application will be reviewed an the
light of two Planning Commission
studies  concerning  residential and in
dustry and commerce zoning. Margy
Ortiz of Noe Valley Neighbors s “op-
timistic” about the final outcome and
plans  to  continue working  with her
neighbors to keep the neighborhood
their own.

by Susan Little

Continued from front page:

3) Reduce the need for other marine
terminals,  thereby
emissions oil spill risks and the potential
for vessel collisions.

Exxon objected, saying the oil reser-
ves might not justify the cost of an ex-
pensive pipeline, and that the delay in
production while the pipeline was
being designed and the necessary per-
mits obtained was loo great.

The commission agreed production
should not be delayed, which was why
it would allow the marine terminal to
be used until 1981. It also
acknowledged that the pipeline might
prove impossible or undesirable 1o
complete and if so Exxon could con-
tinue using the marine term.al. The
commission would decide desirability
or the economic soundness of the
pipeline. Exxon rejected this condition,
primarily on the ground that a public
agency could shut down itls means of
transporling crude. Exxon also insisted
on retaining the right to decide the
economic feasibility of the pipeline and
wanted to set dollar limits on the cost.

A last-minute telegram

Negoltlations broke down, but Exxon
had planped for this eventuality. In
1973, Exxon had requested DOI to ap-
prove processing the crude in vessels
moored in (ederal waters if state or local
authorities rejected the marine terminal
plan, DOI approved the offshore alier-
native provided Exxon would make
“diligent, good faith efforts to construct
and operate the onshore facility under
reasonable terms and conditions.”

Minutes before the Coastal Com-
mission mel last March to vote on the
permit, DO telegrag.hied to say it would
approve the facilities in federal waters if
the state refused the permit. DOIL saild
later it took this step because “lessees
ol OCS tracts cannot be expected to
produce ol in a timely and efficient
manner I they must operate ina
regulatory  chimate ol  excessive  un-
certainty. The second and related con-
sideration is  that  public  decision-
making on envitonmental issues must
proceed along rational lines in which
risks are quantilied and evaluated to the
very limits of our ability, and a balance
is struck between environmental and
cconomic considerations ”

Melvin - Lane, Coastal Commission
chairman, wrote DO Secretary Kleppe
asking him to resand the permit. Lane
wrate, "We were shocked and at a loss
to understand how Under Secretary
Frizzell could make the statement con
tauned v his telegram  without  first
dhiscussing with us what elle s were
made to obtain stare app oval and
RIVING us an apportunity to explain to
you the reasonableness of our con-

dittons in our approval ol the Exxon

reducing  air

(2 A [ N

N ¥
3 SRS 24 RV ERI R o
development.”

‘The state has brought suit against
DOI on several grounds, including
failure to review the commission’s ac-
tion on its merits, acting capriciously
and exceeding its authority.

One month after Exxon received its
conditional ceazial permit, the Gover-
nor's Office of Planuing and Research
contracted with PIE West to analyze the
Santa Ynez oil transportation question
and to asscss unshore economic effects
of OCS cevelopment generally.

At about the same time, DOI
evaluated the costs and benefits of
three alternatives for transporting Santa
Ynez crude from: wellhead to market:

1) Onshore pipeline to refineries

2) Offshore storage and treatment

plant (OS&T) with tankers to
disttibute.
1) Onshore facility with tankers

loading crude from a marine terminal

1/4-mile offshore,

DOI found the onshore pipeline the
most expensive, followed by OS&T,
then the marine terminal.

In its analysis, PIE West economisls
Richard Norgaard, Sandra Baron and
Robert Wolcott used the DOI
evaluation as a stepping-off point. They
critiqued assumptions, cost and benefit
assessments and discount rates, and ex-
panded the economic analysis of the
three alternatives, The P1E-West report,
The Santa  Ynez Petroleum  Tran-
sportation Controversy, has since been
cited in the state’s appeal to DOI to
reconsider the offshare permit as well
as 10 its case against Exxon in federal
courl,

PIEL West's analysis generally sup-
ported the reasonableness  of  the
Coastal Commission conditions. The
principal conclusion was that instead of
asking should the pipeline be buill now,
it was more appropriate to ask whether
the Commission had been reasonable
0 grant the permit for five years with
renewal contingent on proven reserves.

ML economists also found that it is
competitive to transport ail through a
pipeline even with levels as low  as
those specified by Exxon, and aboul half
the cost of tankers when other near
shore depaosits are run through the line

Technical issues

The technical pomnts of PIE West's
analysis
1) Resource  estimates - .S
Geological Survey reported Santa
Ynez contains 730 million to 1.1
billion barrels of oil, more than
half the recoverabile reserves in the
Santa Barbara Channel. Industry
eshimates the reserves at 2 billion
e 35 ilhon barrels. However,
DOy analysis used a range ol 93
million ta 220 mullion  barrels,

Continued on back page
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which PIE' West found to be too

low.

Natural gas reinjection — An off-

shore storage and treatment

facility requires reinjection of
natural gas into the field because

the state vyon't let Exxon build a

natural gas pipeline until it abides

by the permit's conditions.

Assuming a conservalive market

value of the gas at 75 cents per

1,000 cubic feet and a 10-year

delay in production, PIE West

estimated a net loss of $76 million.

Transhipment — Exxon contends

that L.A, cannot use all of the S.Y.

crude and (hat insufficient refinery

capacity for the low gravity
asphaltic ciude will require tran-
shipment to Benicia, on S.F. Bay,

Exxon's only West Coast refinery.
On this point, PIE West argued

that a substantial portion of the
crude is high gravity, which can be
refined in LA., and if the produc-
tion period is extended that may
be more appropriate for the LA,
market than overloading it with
crude,

4) Pipeline versus tanker costs — PIE
West  dete'mined that Exxon
capital cost estimates were high
compared with other 20-inch
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DOI's analysis had attributed 20
cents of the 37 cents per barrel
operating cost to storage and ter-
minal costs only for the pipeline
option, not for tankers. PIE West
determined this cost would be
higher for tankers.

Economics of scale strongly af-
fect pipelines because both. pipe
and pumping costs decrease as
pipe size and throughput increase.
By calculating peak production
rates for Exxon’s range of reserve
estimates, PIE West demonstrated
that the 20-inch line DOI assumed
would be used to full capacity
would actually be used only at the
highest end of the estimate of
reserves and then only for a few

years.
Environmental considerations —
PIE West addressed the en-

vironmental costs associated with
both tankers and pipelines. Using
DOI's sources of spill rates, PIE
West concluded that the volume
of oil spilled by tankers can be ex-
pected to be 45% greater than that
spilled by a pipeline.

On air quality, the DOI analysis
concluded that auto use can be
expected lo reduce commensurate
with the increased hydrocarbon

piﬁelines. It also be.came clear that
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levels resulting from rented tanker
emissions, thus no environmental
effect. PIE West dismissed this line
of reasoning, concluding that over
the life of the Santa Ynez field sub-
stantial air quality costs could
result.

Where We Are Now

Resolution of the matter will have
substantial repercussions for California,
and may set a precedent for offshore
nperations elsewhere.

The state feels DOI is undermining
state and local bodies responsible for
controlling coastal development. The
state also considers DOI negligent in
falling to support its position with data,
while state and loczl governments are
sponsoring several studies on air
quality, marine safety and oil spills.

Both the Carter and Brown ad-
ministrations are concerned aboul this
matter. Some court cases are
proceeding toward a resolution and
Secretary of the Interior Cecil Andrus
has taken a special interest in the mat-
ter. Gov. Brown's officr an. Cipates a
final resolution of the matter in the next
few months.
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John Markoff of the Pacific Northwest Research Center suggested I eoh
write to you to let you know about the services of pPubllc Interest Eco- i
Jhomlcs Wegt. PIE West 1s a consortium of economists who work w public i
interest organizations on the economic aspects of public policy 1issues.
PIE West economists work on a free or low fee baslis based on a group's

ability to pay. (

Public Interest Economics was founded 5 years ago in Washington, D.C. by
an economist and a public interest organizer who saw that, time and time
again, citizens vho wanted to assert the public Interest in policy dis~
cussions were outgunned-by''high-priced corporate and governmental experts.
They felt that cltizen groups needed access to that expertise at prices

they could afford. So they put together g group _of ecopomists who would
analyze data, do research ' offer advice an =
e e T R TR T T S E s =

PIE West, the first regional office of Public Interest Economics, opened

in San Francilsco more than a year ago to serve groups in the western re-

glon of the country. Since that time PIE West economists have helped

dozens of groups rangling from local ethnlic and nelghborhood groups to
statewlde environmental, tax reform and utility rate .reform organizations.

John suggested that your group might be able toc use the ser&:- s of a
PIE West economist, or that you might know the names of other g. oups who b
could be potential clients. If you want help, or can recommend other s
groups, please contact me at the San Francisco Study Center. The Study !
Center 1s doing community outreach work for PIE West and letters should

be sent to me here.

Thanks and keep PIE West in mind!

Sincerely,

,i%ly /%/k/' '
Judy Pope
PTIE West Coordinator

P. 0. Box 5646, San Francisco, CA 94101 . (415) 626-1650




Pudlic Interest Bconomics-West is a nonprofit resource center pr on a free or low

fee basis to citizen groups tﬁ}nughuut California. PIE-West's services are in three catagories:

The Clearinghouse Project—Economists are linked with citizen groups to represent, from a technical per-
spective, the concerns of these groups before legislative, judicial and regulatory bodies. Examples:

A. Technical analyses of the impact of public investment projects such as urban redevelopment, mass transit,
land reclamation, wastewater treatment, and institutional expansior.

B. Evaluate the impacts of private sector production and consumption on communities, consumers, minoritics
and the distribution of income. "

C. Evalyate the impact of governmental regulation upon various economic sectors as well as assess the im a!g_
of fiscal and developmental restrictions such as tax laws, zoning, and code enforcement.

Public Education—PIE-West convenes mestings, workshops, seminars and conferences to focus on public policy
issues. Meetings range fronr small informal discussion groups of local economic concern to large conferences
devoted to expanding public awareness of the economic consequences of growth and energy choices.

Research—PIE-West will conduct independent economic_research on issues of major public concern. The

research will be conducted primarily on a contract basis. iy
R e

Groups seeking tn obtain technical assistance through PIE-West can contacl the San Francisco Study Center for
more information. P.0. Box 5646, San Francisco 94103. (415) 626:1650

economics as if people mattered






