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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

SHARING THE COST OF MAKIYG 
FEDERAL WATER PROJECT 
FEASIBILITY STUDIES--A 
FINANCING ALTERNATIVE 

DIGEST ------ 

GAO estimates that over the last 17 years Federal 
agencies have spent at least $100 million on water 
project feasibility studies that were discontinued 
or recommended no action because the costs of the 
potential solution exceeded its benefits or the 
local entity or community did not support the 
solution. These studies were performed by the 
U.S. Army Corps of Engineers, the Bureau of Recla- 
mation, and the Soil Conservation Service. 

Studies are usually requested by local citizens 
through their Senators or Representatives and 
authorized by the Congress, except those made by 
the Service which has the authority to initiate 
studies on its own. Although local authorities 
generally share the construction costs, the 
Federal Government pays all study costs. 

Feasibility studies are made to determine whether 
practical solutions to the water resource problem 
exist by assessing their costs, benefits, and 
other effects. If a solution's benefits outweigh 
its costs and a local entity agrees to participate 
in the project, the agency will seek funding from 
the Congress for design, engineering, and 
construction. 

Concerned over the number of studies that do not 
lead to solutions to water problems, GAO reviewed 
selected studies to determine the reasons why 
studies do not lead to acceptable solutions. 

STUDIES SELDOM RESULT IN PROJECTS 

GAO examined 1,259 studies initiated between 
July 1, 1964, and December, 31, 1981, and found 
that most of the concluded or completed studies 
were unable to identify acceptable solutions to 
water resources problems. The studies selected 
represented a statistical sample of all Corps 
studies, all Service studies, and all studies 
performed in five of seven Bureau regions. As 
of December 31, 1981, the agencies classified 
626 studies as active. Of the remaining 633 
studies, which had been completed or were clas- 
sified as inactive, 408 did not recommend 
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constructing projects. The Corps, Bureau, and 
Service spent about $51 million on these 408 
studies. (See p. 7.) 

Some time and money is needed to reach the 
conclusion that the costs to correct a water 
problem would exceed the benefits to be realized. 
However, according to agency planning officials, 
studies are sometimes prolonged because of the 
pressure to find an economically feasible solu- 
tion to the problem. (See p. 10.) 

More often than not, inadequate local support 
did not surface until the study’s final stages. 
Although all three agencies are required to ob- 
tain public input throughout the study process, 
when and to what extent planners determine the 
study sponsor’s expectations and capabilities 
varies. As a result, often a proposed solution 
exceeds the local sponsors’ capabilities or 
expectations, a study is completed only to find 
that the local entity lacks the authority to 
contract for or fund the proposed project, or 
community support is not as strong as originally 
thought. (See pp. 11 to 14.) 

Excluding the time from study authorization to 
initial funding, Corps and Bureau studies took 
an average of about 6 years and 9 years, respec- 
t ively , to complete. (The Service could not 
provide data to make a similar comparison.) 
During this period, project benefits and costs 
may change, local support may weaken, or infla- 
tion may make the project prohibitively 
expensive. 

Both the Corps and Bureau have time frames for 
completing studies (4 years for the Corps and 
2 years and 3 years for the two Bureau study 
phases) . However, GAO found that the Corps met 
its goal only 37 percent of the time and the 
Bureau only 14 percent and 10 percent of the 
time for its two study phases. Agency officials 
gave several reasons for the time overruns, 
including management’s failure to terminate 
marginal studies and assigning too many high- 
priority studies. (See pp. 14 and 15.) 

In 1981 the Corps revised its planning process 
to limit delays. The Bureau is currently re- 
vising its process. It is too early to determine 
what impact these actions will have on the study 
process and, more importantly, whether they will 
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increase the number of studies that identify 
acceptable solutions to water problems. (See 
p. 15.) 

COST SHARING SHOWS PROMISE p--p- 

Since local sponsors are not required to share 
feasibility study costs, they have little in- 
centive to limit a study or request that it be 
terminated, even if an acceptable solution 
appears unlikely. GAO believes that cost shar- 
ing would provide more tangible evidence of the 
local commitment to the study and any resulting 
project and reduce the likelihood of a study 
proposing a solution that would be unacceptable 
to the community. 

Federal, State, and local officials had mixed 
reactions to cost sharing water resources studies, 
but most agreed that it would reduce the number 
of marginal studies. Some State officials feared 
that lack of available funds might eliminate some 
studies of serious water problems. Some local 
officials favored a flexible rate based on a 
community's ability to pay. (See pp. 16 and 17.) 

MOVES TOWARD COST SHARING ------ 

The President's Cabinet Council on Natural 
Resources and Environment formed an ad hoc 
working group to assess Federal water policy. 
According to its chairman, the group has not yet 
discussed in detail a cost sharing policy for 
studies but probably will once the policy for 
sharing construction costs is issued. The Corps 
planned to begin sharing costs of new studies in 
fiscal year 1983. 

In addition to administration initiatives, Senate 
Bill 1809, 97th Cong., 1st Sess. was referred to 
the Committee on Environment and Public Works on 
November 4, 1981. This bill's cost sharing pro- 
posal would prohibit the Corps from beginning new 
studies until local authorities agree in writing 
to pay half the study cost. As of October 1982, 
no hearings had been scheduled. 

However, the House Committee on Appropriations 
directed that no cost sharing be implemented 
until the Congress fully considers and addresses 
such "innovative financing." Neither the Rureau 
nor the Service have plans to require local cost 
sharing. Instead, agencies planning officials 
commented that they would prefer to see priority 
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given to studies for which sponsors are willing 
to voluntarily share study costs. (See p. 19.1 

MATTER FOR CONSIDERATION --- .- 
BY THE CONGRESS VP- 
In light of recent concern expressed by the Con- 
gress over administration proposals to share water 
project feasibility study costs with non-Federal 
sponsors, GAO believes that the information in 
this report should help in deciding the merits of 
the issue. If the Congress decides to adopt cost 
sharing, GAO believes that it should be applied 
uniformly by all Federal water resources agencies 
and include all direct and indirect costs related 
to performing the study. (See p. 21.) 

RECOMMENDATIONS TO AGENCY HEADS 

GAO recommends that the Secretary of the Army 
direct the Chief, Corps of Engineers; the Sec- 
retary of Agriculture direct the Chief, Soil 
Conservation Service; and the Secretary of the 
Interior direct the Commissioner, Bureau of 
Reclamation, to require planners early in the 
study process to 

--meet with the study sponsor to gain an under- 
standing of the type, size, and cost of project 
they envision; 

--evaluate the sponsor's legal authority and 
financial capability to contract for and 
fund a project; and 

--determine whether the sponsor has adequately 
assessed the scope and likely commitment of 
community support. (See p. 22.) 

AGENCY COMMENTS - 

The Departments of the Army, Agriculture, and 
the Interior and the Office of Management and 
Budget generally agreed with the concept of 
sharing study costs with beneficiaries. The 
agencies, however, expressed concern that the 
report infers that studies not resulting in 
projects were a waste of time and effort. GAO 
agrees that information obtained from the study 
effort can be used for other purposes. However, 
GAO did not determine the extent to which this 
takes place because feasibility studies are 
intended to be project-oriented. (See p. 22.) 
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CHAPTER 1 - 

IMTRODUCTIOM -- 

The Federal Government has provided water resource 
assistance to local entities since 1824 when the first river and 
harbor bill was passed authorizing the United States Army Corps 
of Engineers to remove sand bars and snags from the Yississippi 
and Ohio Rivers. Since then, legislation has expanded the 
Federal role to assist local entities with their navigation, 
flood control, shoreline protection, water supply, hydropower, 
and other water resources problems. 

The U.S. Army Corps of Engineers, Department of the Army; 
the Bureau of Reclamation, Department of the Interior; and the 
Soil Conservation Service, Department of Agriculture, are the 
three primary Federal water resources construction agencies that 
assist local entities by studying the feasibility of structural 
and nonstructural solutions to specific water resources problems. 
These studies identify problems and needs, present feasible 
alternatives, compare their favorable and unfavorable impacts, 
determine associated costs and benefits, and recommend a specific 
course of action. The feasibility study is one of the first 
steps in a water project's evolution, which is followed by 
advanced engineering, design, and construction.. 

These three agencies' planning appropriations for fiscal 
years 1965-82 totaled about $3 billion, of which approximately 
$1.1 billion, or about 37 percent, was designated for feasiblity 
studies. With minor exceptions, the Federal Government funds 
the full cost of these studies. The remaining $1.9 billion is 
used for non-project-oriented studies such as broad river basin 
reviews and general information studies. 

FEDERAL WATER AGENCIES' .-- 
ROLES AND RESPONSIRILITIES ----~- 

The roles and responsibilities of the three Federal water 
agencies have evolved over many years in response to the Nation's 
changing water needs. The Corps is the oldest and the largest 
of the three agencies. For fiscal year 1983 it requested about 
$2.2 billion for its civil works program, of which about $133 
million was for its general investigation program. Of this total, 
about $65 million is for feasibility studies and the remainder 
is for special studies and for data collection services. The 
Corps has primary Federal responsibility for preventing urban 
flood damage, maintaining navigable waterways, and protecting 
the Nation's coastal shoreline. Some Corps projects are multi- 
purpose and include flood control, water supply, hydropower, and 
other water purposes. The Corps is decentralized, with 11 divi- 
sions and 36 district offices throughout the United States and 
an Office of the Chief of Engineers in Washington, D.C. 

. 
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The Bureau of Reclamation was established subsequent to the 
enactment of the Reclamation Act of 1902 and has the primary 
responsibility for providing irrigation and municipal and indus- 
trial water supplies to the water-short areas in the 17 western 
States. The Rureau also has responsibility for hydropower devel- 
opment and, like the Corps, is often involved with multipurpose 
projects. The Rureau requested $934 million for fiscal year 1983, 
which included $36.5 million for general investigations. The 
Bureau is decentralized, with seven regional offices in the West 
receiving guidance from its headquarters in Washington, D.C., 
and technical center in Denver, Colorado. 

The Soil Conservation Service was established as a result 
of the Soil Conservation and Domestic Allotment Act of 1935 
(16 U.S.C. 590e) and is the smallest of the three agencies. For 
fiscal year 1983 the Service requested $26 million for water- 
related planning, of which about $9 million was for watershed 
protection. The Service has responsibility for preventing rural 
flood damage and promoting soil and water conservation, espe- 
cially on agricultural lands. The Service is also decentralized, 
with an extensive network of State, area, and other offices 
throughout the United States and headquarters in Washington, D.C. 
Unlike the Corps and the.Bureau, the Service is precluded from 
participating in studies of watershed areas that exceed 250,000 
acres. Partly for this reason, Service studies tend to be 
4maller in scope and less costly than the other agencies' studies. 

$TUDY AUTHORIZATION,. FORMULATION, 
AND REVIEW PROCESSES 

The three agencies have similar study objectives and 
dpproaches; however, they differ in the way feasibility studies 
dre authorized and reviewed; 

$tudy authorization 

Corps and Bureau studies generally require individual 
congressional authorization, while the Service may initiate 
$tudies on its own. 

In most instances, the need for a Corps study is first 
identified by local citizens who ask their Senators or Repre- 
sentatives for assistance. The Senate or the House Committee 
on Public Works is then requested to adopt a resolution to 
+uthorize a review of previous reports for the area or, if the 
grea has not been studied before, may request the committee to 
hnclude authorization for a study in either an omnibus river 
and harbor and flood control bill or in a separate bill. 

I Bureau studies are conducted in two stages. During the 
first stage, the Bureau, at its own initiative or a local citi- 
ten's direct request, performs appraisal studies to determine 
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the need for detailed studies. The second stage is authoriza- 
tion of a detailed study by the House Committee on Interior and 
Insular Affairs and the Senate Committee on Energy and Natural 
Resources. The authorizing bill must he passed by the Congress 
and signed by the President before the Bureau can beqin the study. 

The Service does not require specific congressional authori- 
zation for feasibility studies but performs them under the small 
watershed program, often called the 566 program after its author- 
ization in Public Law 83-566. Under this program, preliminary 
studies follow a local sponsor's application for assistance. 
This preliminary effort may involve one of the Service's four 
regional technical service centers which provide technical 
support to the Service's field offices, The Chief of the Soil 
Conservation Service may authorize detailed planning based on 
the recommendations of the Service's State conservationist 
without congressional authorization. These authorizations, how- 
ever, are limited in numbers by administration and congressional 
budget constraints. 

After a study is authorized, the three agencies request 
funds for studies through the budget process. Once funds have 
been appropriated and allocated, a field office begins the 
investigation. 

Study forclation-process 

Although the resources needed vary with the size, purpose, 
and complexity of the study, each agency takes a similar approach 
to conducting studies and is subject to most of the same water 
resource planning laws and directives. 

Basically, each aqency seeks to (1) determine the magnitude 
of the problem and whether further study is warranted, (2) define 
and analyze potential solutions and their effects and feasibility, 
and (3) select the most feasible plan or solution. A study team 
evaluates the various economic, environmental, and social effects 
and estimates the tangible benefits and costs. A favorable recom- 
mendation depends primarily upon benefits exceeding costs and 
upon a local or State agency's written commitment to participate 
in the project and share its costs. 

Typically, each agency's study process is performed in 
stages, each culminating in a report or product. During the 
first stage, the agencies' field offices gather a range of data 
by various means, including public meetings to define the problem 
and to determine if time and money should be spent on a detailed 
study. During the second stage, a more detailed study is made 
to identify and analyze alternatives for solving the problem. 
A final stage may be necessary to select the most feasible alter- 
native. Usually, a draft final report or work plan and a draft 
environmental impact statement, required for all major Federal 
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actions significantly affecting the quality of the human envir- 
onment under the National Environmental Policy Act of 1969 
(42 U.S.C. 43321, are prepared at this time. 

Reoort reviews 

After the responsible field office has completed the study 
process, it forwards the draft report or work plan and the draft 
environmental impact statement for comment through review levels 
within the organization and to other Federal agencies, the State, 
and interested organizations. 

Once comments are considered, the department sends the 
report and the statement to the Office of Management and Budget 
for final review before forwarding them to the Congress for 
project approval. One exception to this process is that the 
S/ecretary of Agriculture can approve final Service work plans 
that do not (1) involve an estimated Federal construction cost 
above $5 million or (2) include any structure which provides 
more than 2,500 acre-feet &/ of total capacity. 

OBJECTIVES, SCOPE, AND METHODOLOGY 

We made this review'during the period July 1981 through 
May 1982 to determine how frequently Corps of Engineers, Bureau 
of Reclamation, and Soil Conservation Service feasiblity studies 
did not identify acceptable solutions to specific water resources 
problems and why. Other issues included the need to share the 
4ost of studies with the beneficiaries and reasons for, and agency 
e/ctions to improve, the lengthy study process. 

TO determine the outcome of feasibility studies, we obtained 
ational data from each of the agencies. We obtained national 
ata for newly funded studies during the period July 1, 1964, to 

qecember 31, 1981, primarily to ascertain the extent to which 
they resulted in constructed projects and, if not, why. For the 
Corps we reviewed 15'0 studies obtained through a stratified random 
sample (95-percent confidence level) of 464 studies, while we 
reviewed all studies for five of the seven Bureau regional offices 
and all Service studies. Bureau officials assured us that studies 
reviewed for the five Bureau regions were representative of the 
dgency's planning activities during the time frame. In fiscal 
year 1981, the planning activity in the five Bureau regions 
vepreeented 84 percent of the agency's total planning dollars. 

I To determine the reasons for delays we visited the three 
'gencies' headquarters in Washington, D.C., and certain of their 
! ield offices. For the Corps these included the Board of Engi- 
neers for Rivers and Harbors --primarily responsible for reviewing 
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i/An acre-foot is 325,851 gallons, or the amount of water needed 
to cover 1 acre 1 foot deep. 



completed water teaourcea rtudiert the Lowar Mirrirrippi Valley 
division; South Atlantic diviriont Southwsrtern division and its 
Fort Worth dirtrict officer and the South Pacific divirion 
and it6 Los Angeler, Sacramento, and San Francisco district 
officer. We also visited the Bureau's Southwest and Mid-Pacific 
regional offices and the Service'r Texas and California offices. 
At these locationr we interviewed planning officials; reviewed 
program directives and applicable laws! and abtained information 
on project backlogs, planning atarts, and conetruction starts. 

To obtain comments on the impact teat cost aharing would 
have on studies, we interviewed water resources officials in 
12 States (Arizona, Arkansas, California, Maryland, Montana, 
Nevada, Oklahoma, Pennsylvania, South Carolina, Texas, Virginia, 
and Washington) selected because of their proximity to where our 
detailed work was performed and their level of study activity: 
10 local study sponsors in States involved with studies selected 
for detailed review (California, Nevada, New Mexico, and Texas); 
representatives of the National Water Resources Association, 
National Association of Conservation Districts, the National 
Association of Urban Flood Management Agencies, and the Water 
Resources Congress: and representatives of the Office of Manage- 
ment and Budget. 

We identified for each study (1) its purpose, (2) whether 
or not it was project-oriented, (3) the date it was first funded, 
(4) the stage it had reached, (5) ite cost, and (6) its current 
statue and the date it was placed in this status. (Service data 
on the study cost and the date it was placed in status was not 
available because this data is not accumulated by study.) Study 
Status was categorized as either complete, active, or “other." 
The other category included classifications such as "deferred," 
"suspended," or "inactive" depending upon the agency--all gen- 
erally meaning that no further work was currently anticipated. 
We termed these studies "inactive" throughout this report. 

Total studies 
(July 1, 1964, to December 31, 1981) 

Project-oriented: 
Completed 
Active 
Inactive 

Not project-oriented 

Studies outside 
review scope 

Total 

Corps 

31 
74 
25 

13 

150 - 

Bureau Service Total 

59 
28 
55 

181 
524 
282 -. 
987 

271 
626 
362 

142 

52 0 

1,259 

59 

15 

209 - 

5 

0 

987 G 

28 

1,346 
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We asked why project-oriented studies were classified as 
inactive or completed without a recommendation for a construction 
project. Further, for Corps and'service studies classified as 
active, we asked agency officials to estimate the probability that 
a viable project would result. 

In addition to obtaining national data, we reviewed, in 
detail, all studies made at selected locations to verify the 
national data and to obtain examples of why studies did not 
result in viable solutions. The locations selected were three 
Corps divisions (South Atlantic, Southwestern, and South Paci- 
fic); two Bureau regional offices (Southwest and Mid-Pacific); 
and two Service State offices (California and Texas). These 
locations were selected based on their high level of study- 
activity and accounted for about 38 percent of the Corps' and 
29 percent of the Bureau's fiscal year 1981 planning appropria- 
tions and 14 percent of the Service's fiscal year 1980 planning 
obligations. 

We believe the results of our study sample selection accur- 
ately reflect the three agencies' experience in performing 
studies of specific water resource problems. Rowever, it must 
4e recognized that each study is unique and individual study 
results will vary as different problems and conditions are in- 
volved. Furthermore, during the study sample period, require- 
ments for determining environmental and economic impacts were 
implemented. Agency officials said the National Environmental 
Policy Act of 1969 and the requirements of the Principles and 
$tandards for Planning Water and Related Land Resources (1973) 
lengthened the duration and affected the outcome of some studies. 
In addition, this report addresses project-oriented Federal water 
agency studies only: it does not address other studies made by 
these agencies, such as those discussed on page 1. 

It should also be noted that all cost information contained 
in the report is presented in actual dollars. (See p. 35.) 

We made this review in accordance with generally accepted 
government auditing standards. 
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CHAPTER 2 

SHARING STUDY COSTS MERITS CONSIDERATION 

The Corps, Bureau, and Service invest considerable time and 
resources in performing feasibility studies at the responsible 
local entities' behest to find solutions to water resources 
problems. Few of these studies, however, result in recommenda- 
tions to construct projects to correct these problems. More 
often than not, the study is either dropped before completion 
or no acceptable solution can been found. Even if a favorable 
solution is identified, the proposed project may never be author- 
ized or, if authorized, may not be funded. 

In an attempt to change this situation, the Corps planned to 
require local entities to share in study costs beginning in fiscal 
year 1983. Cost sharing, according to the corps and most State 
and local officials, will (1) reduce the number of requests for 
studies that are unlikely to identify viable solutions, (2) pro- 
vide some measure of assurance that the problem is significant, 
and (3) provide a better measure of community support for the 
study and resulting project. 

The House Committee on Appropriations recently directed that 
cost sharing not be implemented until the Congress has fully con- 
sidered and addressed the issue. If the Congress decides to adopt 
cost sharing, we believe it should be applied uniformly by all 
Federal water resources agencies, not just the Corps. 

STUDY EFFORTS ARE NOT IDENTIFYING 
ACCEPTABLE SOLUTIONS TO LOCAL WATER PROBLEMS 

While it is unreasonable to expect that all studies under- 
taken will result in implementable solutions, identifying and 
terminating marginal studies early would maximize the use of 
Federal planning funds. However, several years elapse before 
marginal studies are terminated. 

Most studies initiated between July 1, 1964, and December 
31, 1981, to find acceptable solutions to water resources problems 
did not do so. of the 633 studies we examined that were either 
completed during this time period or classified as inactive, only 
225 resulted in recommendations to construct projects. The re- 
maining 408 studies concluded that a project was not feasible 
primarily because it was considered too costly compared with 
its benefits or it lacked the necessary local support. Although 
these studies did not identify acceptable solutions to specific 
water problems, the study effort may not have been wasted. 
Information obtained during the study can and, according to 
Corps, Bureau, and Service planning officials, is used by local 
non-Federal entities in planning and developing their own water 
projects and in making decisions on future flood plain use. 

. 
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The Corps, Bureau, and Service spent about $51 million 
on the 408 studies which did not lead to acceptable solutions, 
as shown below. This represented about 66 percent and 80 percent 
of all funds spent by the corps and Bureau, respectively, on com- 
pleted and inactive studies. (Service data was not available to 
make a similar comparison.) 

Number Studies not resulting 

Agency 
of in project recommendations 

studies Number Percent cost 

(millions) 

Bureau of Reclamation 114 85 75 $ 35 

Corps of Engineers 56 41 73 9 

soil Conservation Service 463 ' 282 61 - a/ 7 

Total 633 408 64 $ 51 

a/Although the Service did not accumulate individual study costs, 
this figure represents .the Service's estimate of the cost. 

/ 
Projecting these results, we estimate that the three agen- 
spent at least $100 million on studies started after 1964 

at did not result in recommendations for construction projects. 
estimate is based on (1) statistically projecting our strat- 

Corps sample results ($55 million), (2) estimating the 
udy cost for the remaining two Bureau regions using the average 

cost for the other regions ($41 million), and (3) cost data 
by the Service ($7'million). 

Based on the information provided by the Corps and Bureau, 1/ 
the average study time to determine that a feasible solution was- 
not available is presented below. 

Inactive Complete 
Erase Ranqe Geraqe Ran& 

-------------- (months)----------------- 

Bureau: 
~ Appraisdl phase 37 lo- 88 57 12- 99 
~ Feasibility phase 59 12 - 168 63 12 - 168 

C+ps 43 2- 113 72 11 - 147 

The average Federal cost to perform these studies compared with 
completing a favorable study is shown in the following chart. 

-c--- --.e- . - . - . -  - -  

&)Comparable information was not available from the Service. 
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Even if a solution is found, the proposed project may never 
be authorized for construction or, if authorized, never funded 
because of budgetary constraints or other factors such as changes 
in Federal policies or project priorities. As of fiscal year 
1982, the Corps, the Bureau, and the Service had a total of 291 
high-priority projects with an estimated construction cost of 
$13 billion authorized by the Congress or, for small Service 
projects approved by the Secretary of Agriculture, awaiting fund- 
ing. A Corps analysis of studies completed during fiscal years 
1973-81 shows that of 204 favorable study reports (costing 
$94.4 million) only 38 have been authorized for construction. 
Excluding fiscal years 1977-81, during which no new projects 
were authorized, the analysis shows that 38 of the 96 favorable 
study reports resulted in project authorizations (7 of these are 
under construction and 6 have been built). While projects await 
authorization and funding, local support may wane, interest rates 
may change the project’s benefit-cost ratio, or the project may 
no longer be needed due to changed conditions. 

FACTORS AFFECTING STUDY RESULTS . -------- 

The principal reasons studies did not result in project 
recommendat ions, according to Corps, Bureau, and Service planning 
officials, are the lack of an economically feasible solution 
(costs exceed the benefits to be achieved) and the lack of local 
support for the proposed solution. These reasons were cited for 
about 69 percent of the studies that did not result in project 
recommendations (38 percent involved economic feasibility and 
31 percent involved lack of local support). Other reasons given 
included environmental problems and changing program requirements. 
An underlying factor which affects both the economics and support 
for a project is the time needed to complete the study. 



Poor economic8 

The most common reason studies were concluded without 
recommending projects was that the cost to correct the problem 
would be greater than the benefits that would be realized. Based 
on data provided by the agencies, studies were concluded because 
of a low benefit-cost ratio at the following rates: 

--Fifty-seven percent of.the 41 Corps studies included 
in our statistical sample (24 studies costing about 
$6'million). : 

--Thirty-three perdent of all 85 Bureau studies performed 
in five of the agency's seven regions (28 studies costing 
about $8.3 milli&.) 

--Forty-three percent of'all 240 Service Studies for which 
a reason could be identified (the Service could provide no 
cost data for these Studies.) 

Although some time and cost must be spent to determine the 
feasibility of a solution, studies are sometimes continued even 
though an economically feasible solution appears unlikely. Corps 
district and Bureau regional planning officials told us that one 
reason this happens is the pressure study sponsors place on the 
agencies to find solutions to water problems. Another fundamen- 
tal reason for continuing studies, according to some officials, 

that some districts or regions have too little planning work 
fully use available staff resources. 

Following are some typical examples of studies that conclude 

" 
hat an economically feasible solution does not exist. 

I Calaveras County, California 

The Bureau of Reclamation began a study in fiscal year 1977 
60 appraise prospects for improving the use of water supplies 
within Calaveras County, California. The Rureau's concluding 
report, drafted in December 1981, stated that "the benefits asso- 
ciated with each alternative are less than its costs," and the 
ratios range from a low of 0.2 to 1.00 (meaning that 20 cents in 
benefits will be received for every 1 dollar invested) to a high 
of 0.6 to 1.00. Bureau officials estimate that the study cost 
$226,000 through September 30, 1981. 

Cottonwood Creek, Oklahoma 

This study was initiated in October 1972 to evaluate and 
formulate plans for developing a water resource for municipal 
and industrial use, primarily in Edmond, Oklahoma, and flood 
control for the city of Guthrie, Oklahoma. The appraisal report, 
Qe revised in November 1975, concluded that the idea of building 
6 dam to impound the flows of Cottonwood Creek was based on 
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sound engineerin and was economically justifiable and recommended 
that a feasibiliqy study be performed. 

The feasibility study was initiated in October 1976. How- 
ever, in May 1978 it became apparent to the regional planning 
officer that the reservoir was not needed because the Corps had 
been authorized to construct Arcadia dam and reservoir which 
would provide water to Edmond. In May 1979, after spending 2-l/2 
years and $330,000, the planning officer recommended that a con- 
cluding report be prepared. In his memo, the planning officer 
stated that supplies of water are adequate through the year 2000, 
adverse impacts of displacing families could be extensive, mitiga- 
tion costs may be high, construction costs may reach $75 million, 
and flood control benefits are marginal. Notwithstanding these 
factors, planning was continued (costing about $140,000) and a 
concluding report was issued in December 1981. The planning 
officer said that the study was continued because the State of 
Oklahoma wanted a good cost estimate in case the State decided 
to build the reservoir in the future. 

Inadequate local support 

The second most common reason studies did not result in 
project recommendations was that the proposed solution lacked 
local support. Although all three agencies are required to 
obtain public input throughout the study process, when and to 
what extent planners determine the study sponsor's expectations 
and capabilities varies. The Service has initiated within the 
last 4 to 5 years a preapplication assessment which, according 
to Service officials, has reduced the number of applications for 
studies which would be unlikely to identify viable solutions. 

More often than not, the agencies reach a study's final 
stages only to find that their proposed solution exceeds the 
local entities' interests or capabilities. Based on information 
provided by the agencies, where lack of local support was the 
reason for concluding a study, it did not surface until the later 
study phases in 28 percent of the Service's studies, 62 percent 
of the Corps' studies, and 86 percent of the Bureau's studies. 

No agreement on project expectations --.- 

Federal agencies often find themselves proposing one 
alternative to solve a problem when local sponsors favor another 
alternative which may be less costly. For example, in Ventura 
County, California, the Bureau spent about $813,000 over a 7-1/2- 
year period to study a water quality and supply problem, only to 
have the local sponsor ask it to drop its study because the pro- 
posed solution was more extensive than the county had expected. 
The local sponsor told us that the Bureau's $100 million proposed 
project included project purposes such as recreation that were 
unrelated to the community's primary concern of water quality and 
that the project was too expensive for the local beneficiaries. 
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Subsequently, the local sponsordeveloped plans for a $26 million 
project, for which it hoped the State would contribute $8 million. 
At the time of our review, the local sponsor was studying ways to 
finance this much smaller project. 

1n.a similar situation, the Corps spent approximately 
$840,000 over an 11-year period to study flooding and water 
supply problems in the Carmel River Basin in California only to 
have the local entity hire a private consulting firm to look at 
alternatives to the Corps' proposal. The local entities told us 
that they thought the Corps' proposal, estimated at $282 million, 
was too expensive because it provided greater flood control and 
water supply benefits than needed to address strictly local needs. 
As an alternative to the Corps proposal, the local entity was 
1,eaning toward its consultant's $35 million proposal which was 
s~ufficient to meet the flood control and water supply needs of 
the community. 

Some entities lack the authority to 
contract for or fund proposed projects 

In some instances Federal agencies spend resources and time 
on studies only to have the projects fail because the non-Federal 
sponsor does not have the legal authority to contract for the 
proposed project. The 1970 Flood Control Act (42 U.S.C. 1962d-5b) 
rlequires that non-Federal sponsors sign a contract to assure their 
cooperation (provide lands, easements, funding, etc.) before 
Flederal funds are invested in construction of a water project. 
Non-Federal sponsors are not required to sign formal binding 

'ssurances 

; 

of their participation in construction until after the 
easibility study has been completed. Thus, when a local sponsor 

lacks the authority to contract for or the ability to finance the 
proposed project, the study-effort may have been wasted. 

In a 1978 report, I./ we noted that 18 States could not sign 
aigreements under the 1970 Flood Control Act because State consti- 
tutional provisions prohibited legislatures from committing future 
legislatures to expenditures,. Local authorities may also have 
similar restrictiona. For example, an official of the Corps 
Sacramento district office s,aid that the Isabella Lake study on 
the Kern River in California did not result in a project because 
the sponsoring county's supervisors said that they could not 
legally commit future supervisors for their share of the proposed 
project's construction cost. As of October 1982 the Corps had 
s~pent about $699.,000 .studying the Kern River flooding problem. 

.y-------.-------- 

$"Corps of Engineers Flood Control Projects Could Be Completed 
Faster Through Legislative and Managerial Changes," CED-78-179, 
Sept. 22, 1978. 
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The Sacramento district's legal counsel said that the Corps 
could save study time and resources by identifying leqal and 
financial problems earlier in the study process. He said that a 
preliminary attorney's report should be required at the outset of 
each study to assure, among other things, that the requesting 
local sponsor has the legal authority to contract for and raise 
the necessary funds to construct proposed projects as well as 
operate and maintain them. Other Corps district planning offi- 
cials agreed that local sponsors could be screened earlier for 
legal and fiscal capabilities. 

Community support is not 
always weil defined 

Time and resources have also been wasted on studies because 
community support for proposed projects was not as strong or as 
widespread as originally thought. For example, about 10 years 
after the Service's study of the Chickahominy-Moody Slough in 
California was suspended because of disagreement over the method 
of calculating the project's costs and benefits, the study was 
reactivated in 1979 because of renewed local interest. Although 
the local sponsors sent out questionnaires to property owners to 
gauge the depth of support, local opposition surfaced after the 
Service prepared a draft plan and environmental impact statement 
for the proposed project in June 1981. On August 11, 1981, the 
Service received a petition against the proposed project signed 
by 37 property owners, among them 6 whose land was crucial to its 
construction. This petition read: 

"We, the undersigned, protest the establishment of the 
proposed Chickahominy-Moody Slough Watershed Project. 
We feel that the farmers today are encountering enough 
difficulties without being subjected to more 
Government regulations and expenses." 

Because of this show of opposition by key landowners, the Service 
stopped its planning after spending an estimated $390,000. 

According to a Service planning official in California, 
although the Service tries to identify all local concerns early 
in the study process, new concerns invariably arise during the 
study. Both the planners and the local sponsors tend to resist 
recognizing these concerns because they may interfere with study 
goals, time frames, cost, and the project's viability. Another 
problem is that the agencies do not have sufficient public partic- 
ipation expertise. This lack of expertise could be corrected, 
he suggested, by training staff planners, obtaining assistance 
from other areas within the agencies, or contracting for serv- 
ices. In summary, he noted that agencies must recognize the need 
to assess the severity of all potential opposition and its possi- 
ble effect on the project and methods must be developed to deal 
with these concerns. This Service planner has developed a method 
for screening local sponsors before committing the agency to 
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spending substantial resources on a study. He administers a 
questionnaire to study applicants to assess their financial capa- 
bilities, the extent of local support, and the presence of environ- 
mental obstacles. During 1979 and 1980, evaluation of the ques- 
tionnaire responses resulted in 10 of 11 study applications being 
withdrawn by the study sponsor. 

Lenqthy study process 

The length of time it takes Federal water agencies to complete 
project studies has been a major complaint of the program for some 
time. Corps and Bureau planning guidelines indicate that a Corps 
s$udy should be completed in 4 years and that Bureau appraisal 
phase and feasibility phase studies lJ should be completed in 2 
years and 3 years, respectively. However, studies included in our 
re/view more often than not exceeded these guidelines, as follows. 

Met Exceeded 
guideline twice guideline Average 

----------(percent)--------- (months) 

Bureau: 
Appraisal phase 

~ Feasibility phase 
14 46 49 
10 33 62 

Corps 37 27 71 

I 

i 

addition, as of December 31, 1981, 55 percent of the Corps' 
a tive studies had already exceeded the agency's guidelines. 
L kewise, 62 percent of the Bureau's appraisal phase studies and 
7 percent of its feasibility phase studies had exceeded the 
agency's guidelines. 

Agency officials identified the following factors--most of 
which have also been cited in various agency reports--as contri- 
buting to the time needed to complete studies: 

--Management does not act to identify and terminate marginal 
studies. 

--Planning staffs are often assigned to unprogramed 
higher priority work, such as dam safety studies, 
or work unrelated to their planning activities, to 
the detriment of programed studies. 

QThe period covered by these study phases is from first funding 
to completion of field work. It does not include the time 
from study authorization to initial funding, which can be 
several years. 
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--Too many studies are given high-priority designations 
considering the staff available to support this emphasis. 

--Agencies try to handle all study requests, resulting 
in too many studies in process for the available planning 
staff to handle. 

--Management is reluctant to consolidate or transfer plan- 
ning staff when faced with a declining workload. 

--Unnecessary and duplicative study reviews are made. 

--Continuity in funding project studies is lacking. 

In fiscal year 1981 the Corps introduced changes to reduce 
the time needed to complete the feasibility study and advanced 
engineering and design. These included (1) establishing new 
guidelines and regulations consolidating and streamlininq the 
study formulation and review process and (2) obtaining the 
authority to continue the funding of planning and engineering 
for high-priority projects without the need for congressional 
authorization. In addition, as discussed on page 18, the Corps 
has introduced a new cost-sharing policy for studies beginninq 
in fiscal year 1983. 

The Bureau is implementing scheduling techniques to address 
more of the factors contributing to the lengthy study process and 
is revising its planning process to reduce the time needed to com- 
plete a study by one-third to one-half. These revisions would 
allow the agency to obtain construction authorization and funding 
concurrently while the Bureau is conducting advance planning 
activities. The Bureau also proposes to combine elements of the 
current appraisal and feasibility study phases. In addition, 
legislative changes to be proposed give the Secretary of the 
fnterior the authority to initiate detailed studies, rather than 
Vait for congressional authorization, and to decide the level of 
detail the study will address. 

According to the Bureau's Director, Planning Policy Staff, 
the Secretary of the Interior has approved the revised planning 
process and is holding discussions with the Corps of Engineers 
to more fully define the details of the proposed revisions and 
implementation strategy. The Director told us that if the Con- 
gress approves revisions to the current Bureau authorization 
process, the Corps and the Bureau would use the same process. 
The Bureau plans to consult with the responsible congressional 
oversight committees to test their acceptance of the proposal. 
The revised process could be in place by 1984 if the Congress 
adopts the necessary legislation. 

It is too early to assess or estimate what impact these 
actions will have on the agencies' study processes'and, more 
importantly, on increasing the number of studies that result 
in solving water problems. 
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EXPERIENCE WITH COST SHARING 
HAS BEEN FAVORABLE 

Sharing study costs with local sponsors should help increase 
the extent to which the studies result in recommendations for 
project construction. Examples in which the Federal agencies and 
local sponsors shared study costs tend to support this conclusion. 
However, Federal, State, and local officials had mixed reactions 
to sharing the costs of water reeources studies. 

The argument for sharing study costs is simple: Feasibility 
Studies are requested by and benefit local interests, who nor- 
mally contribute to the costs of any eventual construction proj- 
ect. Since local sponsors are not required to share the costs of 
the feasibility study, they have little to lose if the study 
results in no feasible solution or if they decide not to partic- 
ipate in construction-- as now commonly happens. 

A requirement to contribute financially to the feasibility 
study phase would encourage local sponsors to request studies 
that have a high probability for solving identified problems and 
have substantial local backing. Contributing funds would also 
provide a more tangible measure of the local commitment to the 
study and any resulting project. Further, increased local concern 
with the study implied by a local contribution, and probably 
increased involvement in the study process, would reduce the 
likelihood of continuing clearly marginal studies or having a 
project proposed which would be unacceptable to the local spon- 
sors, as was the case in the Ventura County and Carmel River 
Basin examples discussed previously. At our request, Corps and 
Service officials identified 193 active studies as having a low 
probability L/-- less than 50 percent chance--of culminating in a 
project. 2/ 

Corps - 20 of 74 active studies included in our statistical 
sample, or 27 percent. (Corps officials estimated 
that about $13 million had been spent on these 
studies at the time of our review.) 

Service - 173 of all the Service's 524 active studies, or 
33 percent. (Cost data was not available.) 

-  -e-e---- 

&/The break point was derived from Corps budgeting procedures 
which define low-probability studies as those judged to 
have less than a 50-percent chance of resulting in a viable 
plan or that address low-priority needs. 

z/This information was not readily available at Bureau 
headquarters. 
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The concept of sharing water study costs has been demon- 
strated by the Service as feasible. The Deputy Chief for Natural 
Resource Projects told us that States and local sponsors are 
encouraged to participate in studies. He said that those partic- 
ipating tend to have a greater interest in the study and the 
study process is accelerated. States and localities have volun- 
tarily shared in Service watershed planning costs. For fiscal 
year 1979, approximately $3.3 million was contributed by 22 States 
and 15 local agencies to finance watershed planning activities. 
These funds augmented Service fiscal year 1979 watershed planning 
appropriations of $11.8 million by nearly 28 percent. The results 
of these cost sharing arrangements is illustrated in the State of 
Texas. Since 1965, 16 of the 21 studies for which costs were 
shared resulted in favorable recommendations whereas only 2 of the 
22 studies for which costs were not shared resulted in favorable 
project recommendations. 

Other instances of cost sharing follow: 

--A local sponsor's contribution was crucial to the 
rescoping of a Service flood control project in Santa 
Clara County, California, when environmental problems 
had threatened to stymie it. 

--The State of California and the Bureau are splitting 
the $6 million cost of a study to enlarge Shasta Dam, 
thereby increasinq the State's water supply. 

--The Corps requires that local sponsors contribute 
25 percent to the wastewater management components of 
its multipurpose urban studies. 

b 
Federal, State, and local officials that we interviewed 

xpressed mixed feelings about sharinq costs of water resources 
istudies. Most of these officials believed that a cost sharing 
kequirement would reduce the number of marginal studies. Some 
Gtate officials, however, were concerned that the lack of avail- 
able funds, particularly in impoverished areas, might eliminate 
some studies of serious water problems. Others, particularly at 
the local level, favored a flexible rate based on a community's 
ability to pay. Federal officials, on the other hand, feared 
'that increased local control could limit the scope and objec- 
tives of studies and create friction between Federal and local 
officials. 

bOVE TOWARD COST SHARING 

The President's Cabinet Council on Natural Resources and 
environment formed an ad hoc Assistant Secretaries' Working 
Group on Natural Resources, which first met on April 24, 1981, 
to analyze issues and policies related to Federal water policy. 
The working group comprises representatives from the Departments 
of the Army, the Interior, and Agriculture and the Office of 
'Management and Budget. 
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The working group chairman told us that sharing study costs 
with the sponsor hae not been discussed in any detail to date 
but this subject would logically follow the current effort to 
revise the policy for cost sharing project construction. The 
administration believes that the users must pay a larger share 
of major water project costs for at least two reasons. First, 
the Nation’s economic condition can no longer allow the Federal 
Government to finance a major program of water project construc- 
tion. Second, the administration is strongly committed to the 
principle that project beneficiaries should pay for “vendible 
services” (those with a salable outcome, such as water power, 
water supply, or recreation). 

Although the President’s Council has not yet established 
a policy for cost sharing the study phase of project develop 
ment, the Assistant Secretary of the Army (Civil Works) has 
directed the Corps to begin sharing study costs in fiscal year 
1983. According to a December 29, 1981, headquarters message 
to the Corps field off ices, the first (reconnaissance) phase 
will normally be completed in one year; however, an exception 
can be granted to extend this to 18 months. If the Corps 
believes further study is warranted, the local non-Federal 
entity would be required .to contribute 50 percent to the cost 
of the feasibility study--the second phase. The local sponsor 
can contribute up to 25 percent of the cost of the feasibility 
phase of the study in in-kind contributions--administrative, 
legal, personnel support, etc. 

The Army’ s cost sharing policy, according to the Assistant 
Secretary’s Special Assistant, was fashioned after that used in 
the State of California. The specific elements, such as the 
point at which the local sponsor should be required to contrib- 
ute to the study cost, are considered practical although 
largely based on subjective judgment. 

The Assistant Secretary believes that the beneficiaries’ 
willingness to share project costs gives the Federal Government 
an assurance of a project’s worth that can never be obtained 
from a benefit-cost analysis. In a February 17, 1982, statement 
before the Subcommittee on Energy and Water Development, House 
Committee on Appropriations, on the fiscal year 1983 civil works 
budget, the Assistant Secretary proposed that: 

I’* * * beginning in FY 1983, all new studies pertaining 
to specific problem areas be undertaken in two phases. 
The first phase will be a reconnaissance phase financed 
100 percent with Federal funds and normally completed 
within a year. The second phase will be a feasibility 
study to be cost shared with local project sponsors.” 

The Assistant Secretary told the subcommittee that 
meaningful sharing of feasibility studies’ costs between the 
Federal Government and local project SpOnSOrS will 
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--allow the Corps to concentrate its planning resources 
on the more important studies which have the best 
chance of implementation, 

--assure local participation in all stages of planning, 

--save the Federal Government money by reducing requests 
for studies, and 

--cause unproductive studies to be identified early and 
dropped. 

In its September 21, 1982, report accompanying the fiscal 
ear 1983 energy and water development appropriation bill, the 

,ouse Committee on Appropriations stated: 

"The Committee is aware that the Corps has contacted 
project sponsors all across the country to inform them 
of the so-called 'innovative financing' proposals that 
they must agree to if they want their projects to be 
planned or constructed. Since the appropriate commit- 
tees of Congress have not as yet addressed the innova- 
tive financing issue, it may well be that the Assistant 
Secretary of the Army has the project sponsors reviewing 
a program that Congress may not implement..* * * Until 
Congress fully considers and addresses such 'innovative 
financing', the Committee directs that no up-front 
financing and cost sharing be implemented." 

The Bureau is presently precluded from requiring sharing of 
the study costs with local sponsors. In 1971 the Congress enacted 
ipublic Law 92-149 which stated that all costs incurred for inves- 
itigations and surveys of potential projects shall be nonreimburs- 
iable. The Bureau believes, however, that this law does not pre- 
'vent non-Federal interests from voluntarily contributing to the 
'cost of the study. 

Neither the Bureau nor the Service have plans to require 
local entities to share study costs. Agency headquaters plan- 
ning officials, moreover, do not favor a mandatory cost sharing 
policy. They would prefer instead a voluntary, more flexible 
approach whereby the priority assigned to the study would depend 
upon the sponsor's willingness to contribute to the study costs. 

In addition to administration initiatives, one bill--Senate 
Bill 1809, 97th Cong., 1st Sess.--was referred to the Senate 
Committee on Environment and Public Works on November 4, 1981, 
but no hearings had been scheduled as of October 1982. This bill 
is broader than the Corps' proposal in that it would prohibit the 
Corps from beginning new studies, including surveys, reports, and 
restudies of authorized projects, until the local authorities 
agree in writing to pay half the cost. According to the bill's 
sponsor: 
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'I+ * * two important goal8 would be achieved. Firat, 
since State and local governments would fund 50 percent 
of the cost of the etudiee, there would be more Federal 
money available to fund necessary studies. Second, and 
perhape most important, the Corps would undertake those 
studies which have substantial local support." 

The sponsor suggested that by requiring cost sharing, the Corps 
would carry out fewer studies --only those of high priority--and 
would complete them faster than under the current system. 

NEED TO ACCOUNT FOR .P 
ALL STUDY COSTS 

The extent to which agencies account for the costs asso- 
'ciated with a study varies. The Corps omits "indirect" study 
:costs-- those for reviews by the division, headquarters, and 
'Board of Engineers for Rivers and Harbors. These costs can be 
'substantial; for example, the Board of Engineers--whose primary 
purpose is to review Corps water resource studies--is to receive 
about $2 million in fiscal year 1982. 

We also found that it was difficult to account or isolate 
costs for certain corps studies, because the Corps often lumps 
;the costs of parent and interim studies. For example, the 
ISacramento Corps District combined the costs of eight studies 
under the San Joaquin River parent study. Corps officials said 
lthey generally could identify specific costs per study, but they 
~acknowledged that combining costs had made it difficult to 
iaccount for the interim study costs with much certainty. 

I The Service has not accumulated costs by study in all 
States. The Service has recognized this deficiency and since 
(March 16, 1982, is requiring information on all labor charges 
:through the final approval of the study plan. Although this is 
'a step in the right direction, labor costs represent only about 
78 percent of the planning funds obligated each year. Other 
planning costs such as travel, equipment, rent, and overhead are 
not allocated to specific studies. 

Most of the Bureau's regions, in contrast, allocate all 
costs, including those for the Engineering and Research Center 
in Denver and the national office, to studies in the form of a 
base cost. However, at least two regions--Southwest and North 
Pacific-- estimate study personnel costs in lieu of direct 

charges. 

The three Federal water resources agencies spend consider- 
able time and money on feasibility studies of specific water re- 
source problems, but relatively few studies actually result in the 
construction of projects to resolve the problems. Usually the 
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proposed solutions are found to either cost more than their bene- 
fits are worth or they lack the local support needed to proceed. 

We believe there is merit to sharing feasibility study costs 
with non-Federal sponsors. Cost sharing would not only screen 
out some marginal studies but would also clearly demonstrate the 
local support for studies and any resulting projects. Cost shar- 
ing will not influence the determination of a project’s economic 
and environmental feasibility, but greater local participation in 
the study would encourage prompt identification and termination 
of studies having little chance of resulting in an acceptable 
project. 

The Corps planned to implement cost sharing for feasibility 
studies in fiscal year 1983. However, the House Committee on 
Abpropriations recently directed that this initiative not be 
implemented until the Congress has had an opportunity to fully 
consider and address the issue. 

If the Congress decides cost sharing is appropriate, we 
believe that a uniform Federal policy should be developed, which 
includes all associated study costs, as a matter of equity and 
fairness to all recipients receiving similar Federal services. 
AL1 three water resources construction agencies frequently have 
common development objectives, such as flood control, recreation, 
and water supply benefits. Also, since many water projects have 
mu1 tiple purposes, more than one agency has potential jurisdiction. 

I 

i 

Whether or not costs are shared, the agencies could do more 
e rly in the study process to assure that the resulting solution 
d es not exceed the sponsor’s expectations and capabilities by 
( ) discussing with the sponsor the general type, size, and cost 
of the project envisioned, (2) determining whether or not the 
s onsor can legally enter into a contract to construct any result- 
i g project, and (3) assessing the sponsor’s financial capability. 
einally, careful assessment of whether the sponsor has adequately 
dletermined the scope and likely commitment of local support for 
a’ study and any resulting construction project would reduce the 
n’umber of studies that are concluded because of inadequate com- 
In unity support. 

MATTER FOR CONSIDERATION 
aY THE CONGRESS 

In light of the recent concern expressed by the Congress 
aver administration proposals to share water project feasibility 
study costs with non-Federal sponsors, we believe the information 
iq this report should help in deciding the merits of the issue. 
If the Congress decides to adopt cost sharing, we believe that 
it should be applied uniformly by all Federal water resources 
qgencies and include all direct and indirect costs related to 
tierforming the study. 

/ 
I 
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RECOMMENDATIONS TO AGENCY HEADS 

We recommend that the Secretary of the Army direct the 
Chief, Corps of Engineers; the Secretary of Agriculture direct 
the Chief, Soil Conservation Service; and the Secretary of the 
Interior direct the Commissioner, Bureau of Reclamation, to 
require planners, early in the study process, to (1) meet with 
the local sponsor to gain an understanding of the type, size, 
and cost of the project they envision, (2) evaluate the 
sponsor’s legal authority and financial capability to contract 
for and fund a project, and (3) determine whether study sponsors 
have adequately assessed the depth and likely commitment of com- 
mitment support. 

AGENCY COMMENTS AND OUR EVALUATION 

The Departments of the Army, Agriculture, and the Interior 
and the Office of Management and Budget generally agreed with the 
report findings and conclusions. Some concern, however, was 
expressed that the report inferred that efforts on studies which 
failed to reach project implementation were a total waste. Our aim 
was to determine how frequently feasibility studies did not result 
in identifying acceptable solutions to specific water resources 
problems-- the primary purpose of project-oriented studies. We 
recognize that even if such a solution is not found the informa- 
tion can be used for other purposes. However, we did not determine 
the extent to which this actually takes place. 

OMB commented that the report was fair and objective but did 
not go far enough in determining the underlying causes for the 
management weaknesses identified. Our review of agency records 
identified low benefit-cost *ratio and local support as the pri- 
mary reasons for studies’ not resulting in projects. To determine 
the management deficiencies which allowed this to occur would have 
required an extensive review of many studies which may have been 
completed years ago and whose records are not readily available. 
Agency studies have also identified many problems in the program, 
and corrective action is being taken to address them. 

We had suggested in the draft report that the Federal water 
resources agencies develop a consistent policy on sharing feasi- 
bility study costs. Subsequent to making this suggestion, the 
House Committee on Appropriations directed the Corps not to imple- 
ment its cost sharing proposal as planned for fiscal year 1983 
studies. In light of the pending congressional deliberations on 
this matter we have deleted this suggestion in the final report. 
In commenting on our suggestion, however, the Army stated that it 
supported a consistent policy except where there are valid reasons 
for variations among programs because of the nature of ‘the services 
provided. The other agencies did not specifically comment on the 
need for a consistent cost sharing policy. However, OMB stated 
that the administration is currently evaluating options for a 
general cost sharing policy for most aspects of Federal water 
resource development. Agriculture apparently endorses the concept 

22 



of cost sharing by’ commenting that this would increase the per- 
centage of projects reaching construction. Interior stated that 
it was strongly supportive of the principle that project benefi- 
ciaries should pay for services and benefits received but stated 
that present reclamation law makes project feasibility studies 
nonre imbur sable. 

Agriculture and Interior stated that our second recommenda- 
tion concerning agency planners was already covered in agency 
instructions. We agree that the Service’s National Watersheds 
Planning Manual requires planners to present to the study sponsor 
potential alternative solutions and their costs at the conclusion 
of the preauthorization study phase and that the Bureau involves 
the sponsor throughout the study as part of the study team. 
Bowever, the”guidance does not specifically address our concern 
‘hat the agencies assess the sponsor’s expectations and capabili- 

E 
ies before investing considerable time and effort in the study. 
fter receiving Interior’s comments we discussed this point 

with the Bureau. When we explained that the intent of this 
recommendation was to gain an understanding of the sponsor’s 
constraints, the Bureau agreed that this was not being done and 
would be beneficial. To better convey our intent we made minor 
editorial changes to this recommendation. 
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APPENDIX 1 APPENDIX I 

United States Department of the Interior 
OFFICE OF THE SECRETARY 

WASHINoT6N, DLL 20240 

Mr. Henry Eschwege 
Director, Community and Economic 

Development Division 
General Accounting Office 
Washington, D.C. 20548 

Dear Mr. Eachwege: 

SW7 1y82 

We have reviewed the draft report transmitted by your letter of August 19, 
1982, entitled “Local Authorities Should Help Pay Por Federal Water Project 
Feasibility Studies.” 

The report states that most water resources planning studiee do not result 
in feasible solutions and that many studies are not completed either because 
local support wane8 or $t becomes apparent that potential project Costa will 
exceed benefits. The report attributes that situation to an exceeoive length 
of time for the studies, during which conditions change and costa escalate. 
The recommended corrective action is to require local interests to Share in 
the costs of project feasibility studies. 

We are strongly supportive of the principle that project beneficiaries 
should pay for the services and benefits received. We alsp beliave theue 
is merit in applying that principle to feasibility studies. However, present 
Reclamation law (P.L. 92-$49) makes project feasibility studies nonreimbursable. 

(GAO COMMENT: Ad&& a statement on page 19 to recognize 
this restrfction.~ 

While there has not been time to check all the data presented in the report, 
we feel the cause and effect statement8 are overdrawn. The changes taking 
Place during the more than 15 years of the survey period appear to be only 
casually examined. The new Two-Stage Planning process of the Bureau of 
Reclamation, in COnjwCtlOn with the pending Principles and Guidelines soon 
to be promulgated by the Administration, will do muah to reduce study time 
and produce more cost-effective, environmentally sound feasibility project 
recommendations. 

(GAO COMMENT: Discussed on page 28 .I 

Detailed comments related to specific pages and paragraphs of the report are 
enclosed. Requests for further consultation on this subject should be directed 
to the Commissioner of Reclamation. 

Enclosure 
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APPENDIX I 9PPENDIX I 

specific Ccmnents On 

GPO Draft pr;opOsed Report 

Page ix The estimate & f- spent on studies resultinq in ry) aC!tim, 
STrlCl million Wer 17 years should be ccmpared to the t.~tM fun18 spent on 
project related feasibility studies to give a measure of significm*. It 
is implied that the kmter resource agencies spent millions cfl studies but 
failed to find acceptable solutions 4x3 water Problems. 

[GAO COMMENT: The $100 million figure is an estimate of 
funds spent on studies which were started after 1964 and 
subsequently completed. Comparing this figure to the total 
funds spent would not give a better measure of significance 
because the total dollar figure includes active studies as 
well a8 studies begun before 1965. In our opinion, com- 
paring the $100 million figure to the total cost of all 
completed or inactive studies is more appropriate. See 
discussion related to using the cost measure concept on 
page 27r I 

The @mmt3 “do not 
find solutions” is inacCurate. We find solutions but they may not be viable 
or acceptable for any nmber of ream; e.g.r sconanic, financial, envircn- 
mental, loss of interest, etc. 

(GAO COMMENT: The digest and +ho report clearly state that 
we are referring to acceptable solutions. However, we re- 
vised the phrase in question.] 

RR’s policy on repaFn$ of study costs is determined by P.L. 92-149 which 
states that all investigations are nonrei.&ursable. The purpose of this 
Act was to assure that the m, Soil Conservation Service (.SCS), and Corps of mincers 
(CD31 investigations costs were treated consistently. This legal restriction 
cm W sbculd be noted in the report. Prior to the Act, investigaticn 03sts 
of feasible BR projects were allocated bo the various project plrposes. ‘this 
meant that for any projects that were eventually constructed, the beneficiaries 
of retiursable project purposes paid a share of investigaticn cost ati 
beneficiaries of nonreimbursable S~KV~C~S did TT)t. Singe m ejects emphasized 
reimbursable services (irrigaticll, pawer, etc.1 and CCT: projects enphasizerl 
~i&ursable service ( flocd control, navigation, etc .) , the portion of W 
general investigation expenses that were repaid tended to be higher than the 
portion of the repaid CDE investigation expenses. 

P.L. 92-149 does not prevent non-Federal interests fran ccntributiq funds or 
conducting work cn the BR studies. There is IWW serious consideration being 
given a7 the part of both Congress and the Adninistratian tiatds revoking 
or anendirq this law ti make the oost reimbursable. 

(GAO COMMENT: We have included a statement regarding this 
legislative restriction on page 19.) 
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Q1 every inveltigation thare is concertad early public involvement page ii: 
to get input and to amxe euppmt. ‘MS will ba further emphasized in the 
new TW-Stage Planning process. The new process will also assess, early in 
the study, the ability of water interests to contract for water, fmd the 
project, and determine widespread support or opposition. Congrerrcr and Ma1 
interests are mainly responsible for the extension of time to find an accePtable 
solution. The new Wo-Btqe Planning process will significantly reduce the time 
between study initiation and canpletion. 

Much more information on the new planning process is available and 
described because it is anticipated to imProve upon many of the 

problems cited in the report. 

Cost sharing da8 not affect the feasibility of the solution. project8 will still 
have to be feasible under Federal standards to be recamnended for comtryction. 

[GAO COMMENT: This point is emphasized on page 21.1 

Page iv: The BR is using cost-sharing potential or occurrences in its 
priority criteria for the general investigation program. ApProximately 
64 percent of the BWs project-oriented investigations LnC$ude sane form of 
cost sharing . 

[GAO COMMENT: This information was not available at the 
time of our review. The Bureau commented that this was 
a recent analysis of about 70 active project-oriented 
studies funded for fiscal years 1982 and 1983. Ba8ically, 
this involvad in-kind contributions such as providing 
facilities for meetings, administrative services, or 
performing some analyses. The Bureau did not quantify 
the extent of such contributions.1 

Thef3econdrecamwwf ation is performed now by BR and will be mme fully 
emphasized under the new planning process. 

[GAO COMMENT : see discussion on page 22.1 

e 2: 
%li 

ws suggest revising the last sentence in the paragraph at the top 
0 e page to read “from its headquarters office in Washington, D.C., and 
technical center in Denver, Colorado.” 

[GAO COMMENT: Revised to reflect the suggested wording+1 

We suggest revisions to indicate that funds must be appropriated 
!S%%F%dy can be started. 

[GAO COMMENT : No change necessary. Last paragraph of 
section states this for all three agencies.1 
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It is stated that the agencies usually contact the local entity during the 
initial stage of a study. GAO implies by its reconmendations that only scoping 
is discussed end that the local entity’s authority and capability to contract 
as well as the aseessment of public suplprt are not discussed. Data to support 
this implication are not presented. 

IWing the early stage of a new investigation, the BR assesses the potential 
of assistance in any form by non-Federal interests. 

[GAO COMMENT: See discussion on page 22. ] 

fi?F 
: ‘Ihere is a need to recognize thet Principles and Standards were 

p emented and strengthened during the study period which drastically 
changed the outcane of the studies. 

[GAO COMMENT: On page 6 of the draft report we cautioned 
the reader that during the study sample period require- 
ments changed for determining environmental and economic 
impacts and stated that this could affect both the time 
to perform a study and its outcome. We revised this 
section to specifically cite the Principles and Standards.] 

Ihe problem as presented in the report is that “most studies performed by 
the three major Federal agencies to resolve water resource problems do not 
result in feasible solutions.” lhe report uses “number of studies” as a measure 
of problem description and, indirectly, progrzmn accanplishnent. However, the 
n-r of studies performed is not nearly as important as the amount of funds 
spent. A hypothetical exenple iilustrates the point. If $20,000 ware spent on 
each of 10 studies ($200,080 total) tiich,resulted in infeasible solutions and 
$1.5 million were spent on 4 studies which resulted in feasible solutions, the 
“number of studies” measure (as used in the report) would yield lo/14 or 
71 percent, whereas the “cost” measure would yield 200,000/l, 500,000 or 13 percent. 
A proper objective to exlanine and improve upon the problem would be to reduce the 
amount of money spent on studies which do n>t result in feasible solutions. 
Furthermore, the cost measure better indicates the significance of the problem 
relative to the overall progrmr. (e.g., 13 percent may be acceptable but 71 percent 
may not be acceptable). 

Using the cost measure concept, the GM’s estimate of funds spent on studies 
resulting in inaction of $100 million may lose significance when viewed as the 
cost over 17 years arxl a small percent of the total program of $1.1 billion. 

[GAO COMMENT: Additional information was added to reflect 
the relative cost associated with studies not resulting 
in acceptable solutions as compared with all studies corn- 
pleted during the study period or classified as inactive. 
(See pages 7 and S.)] 

In addition, the fact that a study is concluded does not mean that the entire 
undertaking was a waste of time, money, and hunan resources. Rudent 
management of govertnnent furxls required the examination of various alternatives 
before large swns are spent on construction projects. 

[GAO COMMENT : Statement added on page 7.1 
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Ihe report fails to account for the fact the concept of minimizing Page St 
cost of studies resulting in no action is built into BR’s new M-Stage 
Planning poceas . The Preliminary Findings Report is a critical checkpoint early 
in the planning process (within the first 12 months) to determine if the study 
should be continued. With this new process, the BR will minimize both the 
amount of fur&! spent and the time reguired on studies which lead to no action. 

[GAO COMMENT I As stated in the draft report, we believe 
that it is too early to determine whether or not the 
Bureau’s revised planning process will minimize the cost 
of studies resulting in no action. We believe that if 
management takes an aggressive approach in identifying 
marginal studies that the cost would be reduced under any 

It should be noted that about 62 percent of the 
E’,Ff”,“,:i studies which did not result in acceptable solu- 
tions did so in the feasibility study phase (i.e. after 
a determination had been made in the appraisal phase that 
further study was warranted) .I 

=e 
: Ihe gap between feasibility study canpletion, construction 

aut rization, and funding could be due to the erosion of local supFort during 
the time it takes to determine feasibility, but GAO should discuss the 
reasons for the fact that only 38 out of 204 feasible projects were authorized 
for construction. It is probably due to many factors in addition to report 
canplet ion time. In addition, many feasible studies are later judged 
infeasible long after they are canpleted by applying a higher interest rate 
to then. Ihis is unreasonable because the project would have been formulated 
differently had the higher rate been applicable in the beginning. 

[GAO COMMENT: No change necessary. This section was 
intended to merely state that’ favorable studies may not 
result in projects. Report completion time is not given 
as a factor for this outcome.1 

fie discussion about inadequate local support is incorrect. Ihe 
pcocess also includes early public involvement. nu:themre, 

local sponsors are on the study team frcm the beginning to the end of an 
investigation. 

Pages 11-13 - Project Ex tations: It is stated that in sane cases the 
‘1 al entity went forwargith smaller projects than were envisioned by the 
FZer al study. Rrrt of this is due to differences in scoping of problems. 
me Federal agency is constrained by legal definitions of the national 
interest in its formulation of solutions and Federal projects have broader 
goals snd 8erve more purposes. 

[GAO COMMENT : This is the issue we are attempting to 
address in recommending that planners gain an understand- 
ing of the project envisioned by the study sponsor. Con- 
straints on either party should be fully addressed early 
in the study process to preclude proposing projects that 
are clearly beyond the means of the local entity.] 
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Page 14: lhe GW discussion of the “lengthy study process” should give 
considerable support for our implementing the W-Stage process. The new 
pocess will aid in solving this problem. 

‘Ihere seems to be an excessive concern in the report about the relationship 
between the elapsed time over which a study is cotxIucted and the probability 
that a feasible project plan will be found. Ime feasibility analysis is 
intended to be long term (100 years). Che would not normally expect the 
findings of a feasibility analysis to change significantly as a result of short 
term PlRnanena . Wasibility findings (as determined at the time of study or 
with insignificant changes in the discount rate) should not be affected by 
increases in the ela@ time taken to do ths analysis. IUing the 
inflationary period of the 1970’s, significant changes in construction cost 
and the discount rate did affect the feasibility findings of certain studies, 
especially irrigation related potential projects. However, this was an 
unusual situation and it is not expected to continue. 

Page 15: Many of ths factors listed as contributing to a lengthy study 
process are being exanlnsd by BR l&roved scheduling teclniq~s such as 
PREPLAN at’xl EZ-PEBT are being implemented. I&vised methods of, and criteria 
for, investigation Fioritfxation are being considered. 

[GAO COMMENT: We have recognized this point on page 15 
of the report.] 

Ime basic elements of the TM-Stage Plannirq process do not require 
leg islatfve changes and are being impkrnented . 

Cbst sharing of investigation cost does not have an influence on 
%!%%bility of the project. m the final analysis, a project is recamasnded 
for construction if it is a god investment of Federal funds and has coqres- 
sional swrt. 

[GAO COMMENT: Discussed on page 22.1 
marding local involvement, local repreaantation on the study tean occurs 
throughout the course of the stKly. 

[GAO COMMENT: Discussed on page 22.1 
The report advocates cost sharing of feasibility stlldies with local entities 
at an early point to increase the pcbability of finding feasible solutions 
consistent with spnaor needs and abilities. A State may be a logical 
entity to support the early stages of feasibility stuly, because it represents 5 
a brad rzmge of interest. 

Fx4ge 19: 7he BB is using cost sharing in its criteria for prioritizing 
investcgations Bureauwide which reduces Federal outlays of funds and achieves 
a greater involvement by non-Federal interests. 

TIcI& ;r,2; Conclusions and laeccmnendations - In zldition to cost sharing 
process will resolve many problems and further aid ths planning 

process. 
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DEPARTMENT OF THL ARMY 
OWICB OF THE AJdlSTANT $ECRET@Y 

WMHINOTON, 00 110010 

Mr. Henry Esohwege 
Dlrootor 
Community and Eoonomlo 

Development Division 
U.S. General Aooountlng Office 
lkshlngton, D. C. 

SEP 2 9 1982 

Dear Hr. Esohwege: 

This Is la reply to your letter of August 19, 1982, to the 
Secretary of Defense tranamlttlng your draft report, “Local 
Authorltlea Should Help Pay for Federal Water Project Fea8lblllty 
%udlas”, GAO Code 085627 (OSD Case No. 6049). 

I agree that non-Federal sponsors should participate In the 
funding of water projeot feaaibillty studies and that there should be 
a consistent Federal policy to share study costa. A8 your report 
indicates, the Department of the Army ha8 adopted a twbpha8e piannlng 
prooess for water project8 of the Corps of Engineers. The first phase 
would involve a reconnalssanoe study. and the second phase would 
involve a fOa8ibility study. The reconnalssanae study would be 100 
peraent Federally financed. On thO8e 8tUdie8 prOgtW!ssing into the 
second phade. non-federal sponsors would contribute 50 percent to the 
aost of the feaslblllty study. 

Your reuommendatlon that the three Secretaries, together wlth the 
Dire&or of OMB, formulate a conslatent Federal policy for sharing all 
study aosta ha8 been anticipated by the Cabinet Council on Natural 
Resouroes and Environment, which addressed inCree8ed non-Federal 
financing of studies as part of its discu88lon of increased 
non-Federal partlalpatlon In the financing of water project 
implementation. We would expect eventual development of detailed 
guideline8 oonslstent with the general pollclea of the Cabinet 
Counall. The Department of the Army aupporta conalstent policy among 
the Federal water re8ource8 agencies, except where there are valid 
rea8on8 for varlatlona among pragrems because of the nature of the 
aervlcea they provide. 
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Tht Corps of Engineers will inoorporatr your staond rtaommendt- 
tion aonaerning early di8au8slon8 with pro&at 8pOn8Or8 88 they 
periodically review md rtvlst their planning guidenat. InfOm8tiOn 

gained from such dl8aussions end tvtluetions may prove helpful in 
guiding 8tUdy efforta. 

Further comtnts are enclosed. 

Sinaertly, 

Wlllirm R. Cirntlll 
A88i8tmt &!rtt8ry Of the Amy 

(civil works) 

EnClO8Urt 

’ 
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Additional Cements on 
’ G&O Draft Report (Code 085627) 

“mal Authorities Should Help Pay For 
Federal Water Project Feasibility Studies” 

Pqe 1, paragraph 4 - insert this sentence after third sentence, 
llOf this total, about $65 million is for feasibility studies and the 
remainder is for special studies and for data collection services.” 

[GAO COMMENT: ' S’ugge’steh clarification added to report.] 

Page 19, 1st’ full paragraph - modify last sentence to read 
II . ..contribute up to 25 percent of the cost of the feasibility phase 
of the study . . .’ 

[GAO COMMENT: Suggested clarification added to report.] 
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APPENDIX III APPENDIX III 

DEPARTMENT OP AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINOTON.O.C.ZO2lO 

Mr. Henry Eschwege 
Director, Community and 

Economic Development nivirion 
United States General Accounting Office 
Washington, D.C. 20548 

Dear Mr. Eschvege: 

This is in response to vour requcet of August 19 fnr colnnents on your proposed 
draft report to the Congress entitled “Local Authorities Should Help Pay for 
Federal Water Project Ptasibilitv Studier.” 

Gcncrallv, the Soil Conservation Service (SCS) feels the report is factual and 
objective. However, we feel there ir an inference throughout the report that 
efforts on projects which fail to resch implementation art a total waste. This 
inference would be eliminated hy adding a statement that recognizes local 
entities can and do use the data developed for their projects during the 
planning process to make sound decisions on future flood plain ust and to take 
corrective action0 at their own expense. We aIrtt that requiring rponroring 
groups to #hare the cost of planning would increase the percentage of projects 
reaching construction. 

[GAO COMMENT: A statement was added on page 7 to reflect 
this concern.] 
The following specific commente are offered Ear clarification of the text. 

1. Page iv - Rtconxatndationr to Agency Htada. The second recomnmdation 
concerning requirements on planner8 is prtsentry in the National Watershed@ 
Manual which provides planning guidance for the watershed program of the SCS. 

[GAO COMMENT: Discussed on page 22-l 

2. Page 3 - Study Authorization. Tht last rtntenct of the first paragraph 
states that the Chitf of the SCS may authorize detailed planning without 
congressional authorization. A statement should be added that these 
authorizations are limited by tht amount of fund@ available through annual 
aPPrOPriatiOnm and tht new starts art limited in numbers by administration and 
conRre8rional conrtraintr in the budget. Tn summary, we support the concept of 
sponsors bearing a portion of planning costs and reeponsihilitier to insure 
up-front involvement in the projects. 

[GAO COMMENT: Revised as suggested. 1 

Sincerely, 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OfflCE Of MANAOEMENT AND BUDGET 

WASHINOTON, D.C. 2OW 

Mr. William J. Andereon 
Director, General Government Division 
General Accounting Office 
Washington, D.C. 20548 

Dear Mr. Anderson: 

This is in response to your request for comments on a draft 
report to the Congress entitled “Local Authorities Should Help 
Pay for Federal Water Project Feasibility Studies.” 

The Office of Management and Budget has reviewed the study and 
finds that, in general, the analysis presented is objective, and 
the conclusions of the report are correct. Cost sharing for 
water resource development feasibility studies would reduce the 
large number of “dead end” project investigations. The 
Administration is currently evaluating options for a general 
cost-sharing policy for most aspects of Federal water resource 
development. 

We also believe that the data presented in the study raises a 
fundamental management issue for the affected agencies which is 
not addressed in adequate detail. Data and interview statements 
included in the report imply that the planning programs for water 
resource,development have not been managed efficiently in the 
past. The study states on Page 10 that: 

“Another fundamental reason for continuing 
studies, according to some officials, is that 
the planning workload in some districts or 
regions is insufficient to fully utilize the 
available staff resources.” 

This is an issue which may deserve critical attention, yet the 
report fails to develop a line of inquiry and analysis which 
addresses it fully. The report does not identify the underlying 
causal, factors which allowed and potentially encouraged the 
continuation of planning on projects which had little, if any, 
chance of resulting in a constructed project. 

Cost sharing for feasibility studies could reduce the time and 
money devoted to planning projects which are not likely to be 
constructed, but we would hope that the final report contains an 
analysis of why the situation described by the draft exists and 
persists, as well as appropriate recommendations for the improved 
management and execution of the planning programs affected. cost 
sharing is an appropriate planning program reform, but it does 
not fully address the more basic questions concerning program 
management which the study uncovered. 

[GAO COMMENT: Discussed on page 22.1 
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In a more technical vein, we would also note that the cost 
. estimates contained in the report are confusing because they are 

undefined. The report appears to lump together monies expended 
over a lengthy period of time without any consideration for the 
value of the *dollar* expended. For example, a $30,000 study 
undertaken in 1965 would cost approximately $80,000 in 1982 
dollars. We would recommend that all cost estimates be presented 
in constant dollars. 

[GAO COMMENT: A statement was added on page 6 cautioning 
the reader that all costs are stated in actual dollars. 
In our opinion, converting to constant dollars would be 
appropriate if we were making a cost comparision between 
two or more alternatives. However, in this report, we 
are only trying to account for past expenditures. We 
believe that using constant dollars in this case would 
tend to confuse the reader and would add little to the 
point being made.] 

Thank you for this opportunity to comment on this draft study. 

(085627) 
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