Section 3. Overview of Assessment Scope and

Methods

BACKGROUND

The Nature Conservancy (TNC), through its Sacramento River Project, has been involved in
habitat restoration efforts dong the Sacramento River snce 1989. This undertaking has allowed TNC
to become aware of and understand the myriad issues and concerns associated with loca and regiond
efforts to restore floodplains and habitats. 1n public meetings and persond conversations with resdents
of the Sacramento Vadley, it has been clearly communicated that there are anumber of recurring
questions that follow the habitat restoration process. The socid and economic component of these
guestions can be placed in six broad categories:

Effects on agriculturd production

Effects on famers profits
Effects on flood-related costs and benefits
Effects on the regiond economy

Fiscal impacts on locad government

Recresation and ecosystem benefits

A number of specific questions recur in each of the above categories. The scope of this
assessment is designed to provide economic data and insights that can help to answer the key questions
through the application of existing information, limited surveys of loca resdents and landowners, and
standard economic evauation tools. The questions addressed in the study include:

Effects on agriculturd resources

Q

a

u]

Q

How much farmland will be displaced?

How will county crop production levels change?

How will county crop production vaues change?

How will changesin crop production affect employment and income at the county leve?
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m  Effects on recrestion resources
o  What are the effects on recreetion activity levels?
o  What are the changes in recregtion-related spending?
o How will changesin recreetion activity and gpending affect employment and income a the
county level?
m Effects of gte monitoring
o How much is spent to establish and maintain habitat?
o How much is spent to monitor restored sites?
o How will the habitat establishment, maintenance, and monitoring affect employment and
income at the county level?
m Fiscd effects on locd government

o How will acquisition and restoration affect property taxes and Williamson Act
subventions?

o How will farming displacement and habitat restoration affect saes taxes?
o Will saefederd in lieu payments offset property tax losses?
o Wha will be the net fiscd impact on counties?

m Potentid loss of agriculturd benefits
o  Wha arethelossesin net profits?

o How do net profits vary from year to year?

m  Hood control benefits and costs
o What are the costs of protecting stream banks?
o How are these costs expected to change over the program time frame?

o  What are the costs to landowners and the government from periodic flooding?

m Recredtion and ecosystem protection benefits
o How will the program contribute to recreation benefits?
o What kinds of benefits will accrue to society from habitat restoration?
While many more questions may exist regarding the effects of establishing ariparian corridor,

the funds available for this assessment have been focused on these key subject areas and questions.
Subsequent efforts, perhaps stimulated by this assessment, may provide additiond information to
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support decisions regarding the restoration of habitat dong the Sacramento River. Potentid subject
aress for subsequent studies could include:

m  Water qudity

m Water supply

m  Water diversons

m  Human hedth and safety

m  Food supply and food security
m  Community character

These subjects were mentioned by interested partiesin the process of preparing thisreport. An
assessment of the socia and economic effects that habitat restoration may have in these subject areas
was beyond the scope of this study.

METHODS

TNC sought funds through the CALFED environmenta retoration program to conduct this
study of socid and economic effects. The funds have been used on three mgjor fronts: 1) coordination
with the SB 1086 Advisory Council, and subsequently with Sacramento River Conservation Area
Forum (SRCAF) representatives to review study objectives and assumptions on conditions that might
exis after establishing ariparian corridor; 2) collection of economic datathrough asurvey of
landowners and other individuas familiar with conditions dong the river, aswell as through contacts with
locd, federal, and state government agencies that maintain relevant economic data; and 3) conducting
the socioeconomic analyses required to answer the questionslisted above.

The economic effects associated with these questions are varied, requiring different andytica
methods. Although most of the effects can be described in terms of estimated monetary flows, andyss
of these effects is based on different data sources with varying levels of rdligbility. For example, while
highly reliable data are available from landowners and the counties to estimate potentia reductionsin
crop acreage and changes in production vaues, only very generd data are available to estimate potentia
ecosystem and recregtion benefits of the proposed restoration. Because of differencesin the
comparability of datafor the different andyses, care must be taken in interpreting the results, particularly
in comparing the economic effects for one topic with the results for other topics. The mgority of the
cost data presented are based on reliable sources, while the benefit information (e.g. recreation, flood
control, ecosystem protection) is generd, conservatively presented and likely to underestimate the true
benefits of the riparian restoration.
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The socioeconomic assessment involves using two kinds of anaytical frameworks: one for
evauating regiona economic and fiscal impacts, and a second for considering socid benefits and costs.
Andysis of regiona impacts congders changesin economic and fiscd activity within different geographic
regions (i.e,, counties) semming from changes in within-region spending associated with establishment
of ariparian corridor. Thistype of andyssincludestheinitid direct effect of a change in spending plus
the secondary indirect and induced multiplier effect (indirect impacts on input industries and induced
impacts from household spending of labor income).

The regiond economic and fisca impacts include both beneficia and adverse effects. Most
notably, important farmlands and agricultura production and related economic activities will be
displaced aslandsin the study areaare restored. A related adverse impact involves reductionsin tax
revenues to locd jurisdictions resulting from the sale of private land to public agencies or non-profit
organizations. On the positive Sde, enhancement of ecosystem-related recreation opportunities (e.g.,
hunting, fishing, boating, and wildlife observation) result in increased recreation use and related
economic activity in the region.

In addition to regiona economic and fiscd effects, establishing the riparian corridor would result
in costs and benefits to different members of society. The andysis of socid costs and benefits attempts
to measure the change in socid welfare or value to producers and consumers, which forms the basis for
benefit-cost andyss. For thistype of analyss, value to consumersis measured in terms of their
willingness-to-pay for achange in resource alocation, whereas vaue to producers can be
approximated by the change in net income or profits. The difference between benefits and codts (i.e,
net benefits) measures the socia wefare associated with the program. Large prospective net benefits
indicate that a program would strongly promote the public interest and may be suitable for public
subsidy.

A formd bendfit-cost analysis of theriparian restoration was not conducted in this study for
severd reasons. First, important components of costs and benefits, such as the value the public places
on changes in the gatus of listed species, could not be estimated reliably with exigting data and available
resources. Second, for those effects that can be quantified, the level of uncertainty associated with
some of the estimates is believed to be rdatively high. Findly, there is considerable uncertainty about
the scientific bass for predicting biologica (and economic) effects over an extended period of time. The
land conversion anticipated in the riparian corridor is expected to occur over a 30-year period.

Why andyze both regiona economic impacts and socid costs and benefits? Typicdly, itis
important for federal agencies to conduct nationdly oriented benefit-cost analyses in an atempt to
maximize net benefitsto society. A proposed action’s effect on societal net benefits (e.g., total benefits
minus costs) is often used as adecison criterion. Despite their more locd orientation, regiond andyses
are dill rdlevant because they provide vauable information as to the significance of impacts on aregiond
economy. Decison makers need to know the impact of a project or program on aregiona economy to
avoid cregting sgnificant negative impacts on aregion with alimited economic base.
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To maximize the vaue of the funds dlocated to this sudy, it was decided to address a broad
range of socia and economic effects and to focus the analysis on conditions that would exit at the end
of 30 years, the time assumed for etablishing the riparian corridor. Accordingly, this study does not
attempt to quantify or discussin any detail the effectsin intervening years. A generd discussion of
interim effectsisincluded at the end of the andlysisin Section 6.

More detailed descriptions of gpproaches and methods for the various economic assessments
are provided in Section 6.
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