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1. Introduction

Industrialization of any form is szen by many county authoritizs ag
the goal of theilr respective administrations. The idea of an "axpanded
tax base" is forwarded by officials as the main rationale for attracting
industry tc new sites, and it 1s assumed that such activity will result in
a net benefit to the commun:lty.1

As soclety grows more affluent and pecople become more concernad about
the "environment" in which they intend to live, disagreement arises as to
the desiratility of industrial growth in certain areas. Assuning it can be
proven that the tax burden on the individual will become relatively licater
as Industry grows in a given area (and this 1is frequently very Jdifficult
to prove),2 there are many arcas where individuals would prafzr a high:-r
tax burden and no Industry.

The lend surrounding Puget Sound and the Gulf Islands is inmer:zsing
in value because of the demand for property which has access to open watsr and
which still retains 1 certain modicum of seclusion.3 For a multitucz of
reasons, persons owning such proparty would prefer that industry locata
elsewhere. The noilse, atmospheric pollution, water contamination, and loss
of visual emenity connected with major industry ars scen as invadzrs of the
tranquility which pervades Puget Sound and the Gulf Islands.

It is therefore understandable that when North West Aluminum Co., Inc.,
succeeded in acquiring a rezone of Guemes Island by Skagit County to allow
the construction of an aluminum smeltsr on the Island,4 public indignation
was rife. The County's final decision to rezone was contested in the Stata
Supreme Court,5 and eventually raoversal of the decision was handed Jdown.

The Supreme Court decislon® was based on the fact that right procedurz had
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not been followed In the county-zoning hearing sessions, and tha razone of
Guemes Island to industrial use constituted a "spot zone.'

The Guemes Island decision greatly affectsd a similar decision by the
State Supreme Court ia reference to the rezoning of over 600 acres in Port
Susan Bay (Kayak Point) by Snohomish County.7 Atlantic Richfield, who owned
the land, had pressed for a rezome to construct an oil refinery, and following
the usual public hearings the zoning ordinance was changed.a Contestants

gand the decision to rezone

successfully appealed to the State Supreme Court

was reversed.lo Conflict of interest on the part of county officials, together

with the judgment that the rezone constitutad "spot zoning," was the basis

of the Supreme Court ruling. 11
Details of the county hearings and of the State Suprems Court hearings on

both cases can be found elsevhere in condensed form.12 Conspicuous in the

reports 1s the fact that the zoning decision eventually arrived at bv way of

the State Supreme Court was based not on any social or =conomic criteria,

but rather on particular interrelationships between individuals involved

and upon the legal definition of what constitut=d "spot zoming.” The court

gsystem is indeed an excellent msthod whereby injured parties cam clainm

redress; it is doubtful, however, whether the court system is an adequate

medium for controlling industrialization or land use development.l3 In the

conflicts relative to Guemes Island (Smith vs. Skagit)14 and to Port Susan

(Chrobuck vs. Snohomish Coum:y),l5 the representations te the State Suprema

Court were based on the individual parties involved. In reality, howsver,

the incidence of costs and benefits accruing from such industrial development,

or from the decision not to develop, is more widsespread than court procedure

suggests.
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The decision-making process involved in the two conflicts can be viewed
in many ways. This paper is an attempt to look at the decisions arrived
at in the two cases in terms of the costs and benefits relevant to the interest
groups Invcelved. The use of benefit-cost measures implies the existence of
adequate data to study the impacts of the developments. Since such data
rarely exist, and certainly do not exist in the case of Guemes Island and
Fort Susan, an attempt will be made to show how "goimg through the motions"
of a benefit-cost analysis not only outlines and clarifies certain conceptual
and practical problems involved but can also suggest the direction which
policy should take.

Such "ex post' reasoning is obviously easier to comstruct than pro-
jective reasonings would be when the conflicts first arose. It is suggestad,
however, that similar "ex ante" reasoning on the part of many of the officials
involved might have made the legal process shortesr and lass costly and might
indeed have resulted in different eventual decisions. It is assumed 28 a
matter of course that, in default of adzquate regiomal planning and industrial-
ization policies on a state and county lavel, the courts are still the neces-
sary forum for many policy decisions. It is to be hoped that this situatioan
can be rectified when common goals and adequate methods of analyzing tha

process of goal-seeking can be found.

2. Benefit-Cost Analysis

Benefit-cost analysis is a well~developed and well~uged method of
assessing priorities in investment decisionslﬁ——especially at thz federal
level.17 The greatest use of bemefit-cost analysis has been made in water

resources management,la and indeed the application of ths method to other
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problems of resource allocation has been a transplant of the entire systen
of analyais.lg

As a technique for evaluating investment dzcisions which would result
in marginal changes to the national economy, benefit-cost analysis parallels
the theory of investment in the private sector.29 It extends the profitablity
criterion contained therein by allowing benefits to accrue to individuals
other than those who bear the related costs (i.2., the techaique is zspecially
applicable to public goods). The major difficulty with the method is that it
is based on the classical model of perfect competition in equilibrium?l and
thus assumes that market prices reflect the opportunity cost of gocds and
services and are unaffected by the project under analysis, It is further
assumed that conditioms of full employement prevail, sinez the employmant of
previously unemployed rasources (especially labor) would {in fact hav: zero
opportunity cost. Although the above assumptions place restrictlons on thz
benefit-cost method, thelr non-fulfillment does not invalidats the uz=thod
but suggests that measures of cost and benefit other than market rricss should
be used,

As with the theory of the firm on which it is baszd, benzfit-cost analysis
is a positive and not a normative model, Having compared the returas of
different projects over time, thé decision-maker can rank such projzeta on
the basis of their "profitability." This is not to say, however, that any
project is more "desirable": it merely suggests which of several projects
would fulfill the gosl of maximizing returns to investment. The attaioment
of other goals may require a differ=nt sat of criteria and a model haszd on
different assumptions. In cases wherz a given projact would radically altsr
the national economy, there would be need for a general equilibrium modsl of

a more comprehensive nature than benefit-cost analysis.22
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On the national level many investment opportunities are opan to federal
agencles, specifically with regard to buflding of flood control schemss or
hydroelectric systems.23 To evaluate priorities in such a situation, benefit-
cost analysls assesses all direct coats of construction (amortized over time),
all direct henefits accruing to each project, and compares the net benefit,

over time, of each projecl:.24

On the national laev:l only those costs and
benefits directly related to the project are considered, since the inclusion
of indirect costs would result in double-counting. Assessment of regional
impact, however, involves the delineation of all costs and benefits. It is
assumed thal: at the national level the external effects of project construction
will balance out throughout the economy. In a regional sctting (2.8.,
Puget Sound), it is often the expected external effects which assuma the
greater importance.25

Much discussion has been directed towards tnae applicability of "benefit-
cost ratios' to the analysis of urban development or transportation schemes,z6
and such discussion could be applied to the use of benefit-cost criteria in
the case of the Guemes Island and Port Susan conflicts. Similarly, the very
pertinent questions of how to amortize construction and development over
time, which interest rates to use in "discounting” costs over time, and which
level of prices to assume, etc.--have all received a great deal of attention.
Two specific conceptual problems relate directly to the Guemes Island and
Port Susan cases, however, and these can be treated in isolation from the
problems mentioned above.

On the one hand, the questlion arises as to what is the most effzctive

"accounting stance" or region to take for analysis, and on the other hand

the complementary question 18 which indirect costs and benefits to include.
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a. Regionalization. The problem of defining the surface area over which
a particular study takes placa is not of recent vintage.z7 Much time and
effort has been expended on attempting definitions and delineations of

"ideal reg:l.ons."28

When develcopment and schames ars being analyzed on the
national scale the idea or concept of "space’ receives minor attention:
the nation Is considered to be a clogsed system.

When one studies the impact of industrial developments such as the pro-
posed sites of North West Aluminum Co. and Atlantic Richfield Co. the problem
of drawing a line around the "impact region" becomes more acute. The dirzct
impact of such developments upon local people is patent. At the same time,
however, an impact is exerted on the state and also on the nation in a
completely different "economic apace."29 If Actlantic Richfield had constructed
its refinery at Port Susan the nation would have benefited to the extent that
Port Susan was a better locatlonm than somewhere else; ths State of Washington
would have benefited to the extent that the location could have been in
another state; yet the County of Snohomish might have suffered a net cost or
disbenefit. Thus, when computing the costs and benefits of a scheme, the
area over which thay are assessed is of critical importance. The only solution
to the problem of calibrating such benefit-costs for a natignal industry
in a small locality is to assume that from the point of view of the county
the important benefits and costs accruing from such a development are those
affecting groups within the county.

It 18 obvious that similar asaumptione could be made at the state and
national level. As one increasss the size of the "accounting stance,” howaver,
the flexibility of possible locations increases. Both North West Aluminum

and Atlantic Richfield eventually announced that they had decided not to
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locate in the respective counties they had chosen (Skapit and Saohomish).
Such a decision is obviously a total loss of potential beneafits and costs to
the respective counties from their point of view (accounting stance), whereas
from the statewide point of view (accounting stamce) the decisions made by
the respective companies may result merely in their removal to somz other
part of the state.

Thus, in order to isolate interest groups and affected parties in the
Guemes Island and Port Susan conflicts it is assumed initially that the
stance to be taken is that of the county. The importance of Horth West
Aluminum or Atlantic Richfield to the state and to the nation is considered
gecondary.

b. Primary and Secondary Costs and Benefits. DUirectives on the appli-~

cation of benefit-cost analysis to federal projects point out that as in
national income accounting, the inclusion of indirect effects canm result in
double-counting. Since the search is for the net affect of any project,

such inclusion is undesirable.30

From the previous discussion on "accounting
stances" i can be seen (by extrapolation) that the dzcision whethzr to include
secondary and tertiary benefits and costs of a scheme depends entirely

on the accounting stance taken. In the case of Skagit and Snohomish Counties,
the importance of an industrial project is not only in the dirzct employment

of labor or the payment of county and municipal taxes, but also in the employ-
ment and expenditure induced by the development. Such local multiplier effects
are of extreme importance to local communities, especlally where the initial
impetus is exogenous. Indicative of this fact is the undoubted interest of

local business and trade associations in attracting more industry.

The full impact of any new industry, however, may not be felt entirely
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by the county where the industry locates, since different industrizs have
different propensities to import material inputs. It is thus conceivable that
a capital-intensive stage of a production process may induce few spinoff bene-
fits in the area of its location, since all inputs are Imported from outside
the area and all value-added in the prccess accrues to capital and not to
labor. The extent to which the former 1s owned outside the locality likewlsz
reduces the impact effect of the new industry. It can bz concluded that the
differential impact of industrial development in 2 locality depends not only
on the nature and extent of that industry's linkages with other processing
industry and with households, but also on the extent to which such linkagss
occur within the given locality.

From the point of view of 2 county, an educated attempt at industrial-
ization would not focus on the absolute size of a proposed development, but
rather on the linkage patterns it cculd be expected to form within the county
and the potential multiplier-induced effects. It is conceivabiz that at the
county level the maximization of direct benefits resulting from an industrial
development may not necessarily be the same as the wmaximizaticn of overall
(1.e., primary and secondary) bencfits. It is for this reasom that both
primary (direct) and secondary (indirect) costs and benefits are discuss=ad
in this paper.

¢. Benefit-Cost Analysis and County Econcmic Deveclopment. The procaess

of economic growth and change 1s still not clearly understood.3l Moreover,
it is difficult to isolate initial stimuli to growth on 2 natiomal scale.32
When the accounting stance is smaller, however (as zt the county level), it

is often relatively simple to isolate the causé of economic growth., The



g
Skagit or Snohomish County) can often be isolated as the “prime mover" in the
precess of growth.

The term growth, of course, is 2an zmotive oné; increased cost to sociectics
and increased complexities in living are frequently mistaken for growth. In-
dustrial and economic growth is the ideal of most county officials--to return
to the "iIncreased tax base" argument. The imposition of a new industry on an
agricultural, rural, or recreational area (as in the Guemes Island and Port
Susan cases) may result in economic growth and development33 but in the pro-
cess may cause costs and disbenefits which are not taken account of in
the discussion of growth. External effects datrimental to other groups and
te the environment34 plus the consumption and degradation of traditionally
"free goods" (alr, water, etc.) are very conveniantly forgotten.

It is suggested here that if account ware to be madz of all costs and
disbenefite accruing to and caused by the company because of such develcpment
as Guemes Island or Port Susan, a morz balanced vizw of the soelal effactg of
economic growth would be gain=d. Attempts to include secondary inputs and
outputs cf economic systems (especially intanpibles related to environment)
have been made recently.35 Such inclusions, howaver, tend to ignors anocther
forum where. costs and benefits are utmost, almost decisive, in importance--
the political decision-making process.

Previcus znalyses of the Guemes Island and Port Susan cases preovide in-
formation which is difficult to relate to more rational concepts of local
economic prowth as noted above. The information tendered, however, dozs
allow an analysis of the decision-making process of the interest groups in-
volved in terms of (i) the benefits which would accrus to them if the particu-

lar industry had been allowad to develop, and (11} the costs which would have
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to be faced by each respective group if the development had been allowzd.

3. The Case of Guemes Island

Not all the individuals involved in the case of Smith va. Skapit County
could possibly have had similar levels of knowledge or judgment concerning
the development of North West Aluminum Company's smelter on Guemes Island.
Neverthelesa all parties involved had obviously wcighad the effect which the
development would have on each of them individually, and had formed an opinion
based on this assessment. It could be sald that each interest group asaessed
what 'benefit" for themselves would accruz from the project, and balanced this
against the "costs" involved. Gbviously some groups stood to galm morz than
others, and some stood to lose, As already noted, the final decision was made
upon the contzntions of only two parties rathar than of all the parties in-
volved.

a. Interest Groups. Assuming that the county is taken as the account-

36 and the

inpg stance, it is possible from th- minutes of the county hearings
law reports iavolvad in the Supreme Court hearings 37 to 1solate the follow-
ing opinion groups or "players” in the decision process:

1. Skagit County

2. North West Aluminum Company

3. Local manufacturing industry

4. Local service induatry

5. Local landowners affected by the proposed development

(1) residing in Skagit county
(11) residing elsewhere (Szattle)

6. Local labor

7. Interest groups concerned with envirommental quality.
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Each of the above groups involves difforent combinations of people, but no two
groups are mutually exclusive. It is possible, for example, for one persoun to
belong to several interested parties, e.g. local labor, local landowner, and
environmentalist. Each of the above groups, however, represents a particular
"body of opinion" generated in relation to the specific question of the location
of North West Aluminum's plant on Guemes Island.

HMany of the costs perceived by the individuals and groups are not readily
reduced to economic measurement (such as the 'quality of the environment” or
"visual amenity"), and groups of landowners will often make a stand against in-
dustrialization on the basis of nontangible considerations. Although such
considerations cannot b: analyzed in terms of dollars and caents, they are ob-
viously important in the decision-making procese and need to be noted in any
discussion of relative costs and benefita of a project.

b. Costs and Benefits:

1. County authorities

a) Benefits: increased tax returns from industry and employees
and induced returns; increased ferry service to mainland and
Anacortes (provided by the State); reduction in unemployment;
increased harbor duas.

b) Costs: schools; water; roads; sewers; lighting; police
facilities; garbage disposal; other public services, sspecially
libraries (which had planned expansion in the event of in-
dustrialization; cleaning up the debris of pollution, etc.

The potential increase in benefits inherent in a wider tax-base may have made
the county favor findustrialization. A more rigorous analysis of the added

costs involved, however, might have reversed the opinfon of Skagit County,
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since it mipght actually have been worse off had North West Aluminum located

on Guemes Island. The increased demand for public services by the labor in-
volved might: have outweighed their addad contributions (in the casz of Port
Susan it may be noted that this imbalance would probably have been less, since
the refinery, being more capital intensive, would not hav: increased demand to
such an extent),

ii. North West Aluminum Company

a) Benefits: those which make the site better than elsawhere,

such as land facilities ({.e. marginal locational advantagz);
deep water port facilities; accessibility to Wzst Coast
markets; cheap power from Bonneville scheme; labor supply
from Anacortes; climate (1).

b) Costs: capital squipment and construction: transport facilities;
taxes; wages; returns to other factors of production; pollu~
tion control equipment.

Given a net benefit over other sitas, North Wast Aluminum most likaly chos=
Guemes Island because of its distinct locational advantape. Had the ast
benefits not been positive, it is Iikely that the company would initially have
tried to locate eclsewhere.

In an analysis such as the present one, any overt or even concznlad cone
cessions mad2 to North West Aluminum by local authorities cannot be assessed,
It is possible that an underestimation of taxes or lower than nmarginal cost
pricing, e.g. for water, could result in a large positive transfer from the
taxpayers in the area to North West Aluminum. The amount of such a possible
"subsidy" could well outweigh site disadvantagz which might otherwise have

dissuaded an attempt at location on Guemcs Island.
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1ii. Local manufacturing industry

Local incustry, depending on its typs, would not neccssarily have felt an
effect, Multiplier effects resulting in increased demand within the county
might Iin fact be sﬁall if there werc littlz connection or linkape within
industry alresdy located on Guemes Island or in Anacortes. Even lacking such
direct conmection, however, other manufacturing industry might favor the devzlop-

" to increase the incildence of

ment simply to provide a "more stable base,
"industry," or because of the possibility of tax reductionm.

2) DBenefits: possible increased demand for goods; batter
accessibility because of transport developments; raduced or
stable taxes.

t) Costs: tax base may actually gc up; land bscomes scarcer,

as does labor.

iv. local szrvice industry

Net benefits are often perceived tc bz higher than they turn cut

to be.

&) Benefits: increasszd turnover and, in the short run, incrzas:d

- . profit rates and profit lzvels.

t) Costs: Increased costs relatad to velumz, together with tha
cost of providing facilities to cater for an incrzase in de-
mand and a pessible shift of tastes.

The service industry is charactzrizad by unrestricted entry, and thore-
fore factor receipts are highly changeable. Increased rates of profit would
induce more entrepreneurs to enter the sarvice industry until such pure profits
were reduced entirely and only norm2l profits were experiencad. Increassd bene-

fits would therefore be represented in th: long run in rents according to land used
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by the service industry.

At a certain "thrashold" size of population it becomes feasibls for

chain storas and supermarkets to enter a locality wherc small owner-managed

facilities have predominated. $Since natlional chains (e.g. Safeway) typically

follow a policy of charging a basic price for most goods plus the cost of

transportation to a particular area, their prices are frequently low=r than

in non-corporate or non~chain stores., Because the resultant incraasz in

population mipght attract chain stores to a locality, industrialization

might thus be instrumental in reducing the turnover of locally-owned storzs

and even putting them out of business. Such a result is quite differsnt

from the benefits perceived as accruing from indastrialization by nembars

of the service center.

v. Local landowners

a)

b)

Benefits: 1increased value of land is typical of waterfront
propertiea in the Puget Sound region, since a growlong dzmand
for land with access to the Sound 1s faced with a fixed supply.
it 1s therefore difficult to pinpoint a given incrzasz in land
valuas as being due directly to rapid industrialization, as
opposed to an increased demand for residential subdivisions

or to Increased renmts described in (iv). For individual
landowners actually employed in the new industry the net
benefits in terms of income generated would be greater.

Costa: as far as the interest group of landowners is comcarned,
the "capital gains” described in a) may be offset by increased
taxes and by a decline in arsas of amenity--spolled visual

amenity, incrzased density of population, and a decline in
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the selectiveness of the neighborhood.
vi. local labor
a) Benefits: employment for the unemployed, increased salaries
and wages to the group, and greater accessibility to the
mainland.
b) Costs: a possible Increase in taxes, loss of amenity, plus a
chance of "pollution” and a decrsage in ths lavel of living.
Although most local labor might perceive the Guemes Island development
as a net benefit, this would be true only to the extent that labor was not
brought in or attracted from elsewhere. It is likely that management per-
sonnel would be brought from other inatallations by Horth W=st Aluminum;
thus the only employment created for the available pool of labor would be
at the lower level of semiskilled and unskilled officec and production jobs.
An additional comsideration is that people attracted by the fncrease in
employment might move in from adjoining areas in numbers greater thar the
available openlngs, thus creating tha anomalous situation of increased un-
employment stemming from local industrialization.

vii. Groups concerned with environmental guality

a) Benefits: are usually zero =xcept for an occasiomal attempt
at envirommental control or preservation by the company in
question that extends beyond the control of its own discharge.
b) <Costs: pollution (decline in water quality) and tapid land
development which contribute to lowered ama2nity values.
Such interest pgroups usually perceive industrialization as having a net
cost, since the elements of the emnviromment perform the functions of free goods

in the production process and thus suffer the incidence of "external offects’
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detrimental to their quality.

¢. The Balance of Benefits and Costs. As was mentioned previously, the

calibration of benefits and costs camnot always bz done in terms of dollars
and cents. The matrices used in the following analysis thus show the general
direction of net cost (or benefit) lacidence, i.e. whether a particular group
experiences net benefit or net cost as a result of the zoning change. The
groups are not considered to be of equal importance but mersly represent
the bodies of opinion involved in the decision process. In a similar way
the net cost perceived or experienced by any one group cannot be balanced
by the net benefit perceived or experienced by another (dissimilaxr) group.
The analysis s therefore only a means of suggesting the difference between
perceived costs and benefits and the actual costs and benefits which would
probably have been experienced.

If perceived net costs of the Guemes Island case were as follows:

Figure 1. Direction of Perceived Net Costs and Benefits:
Guemes Island Case

Nat Costs Net Banefits

l. Skagit County X

2. _North West Aluminum X

3. loca} manufacturing industry X

4, Loca) service industry X

5. Loca) landowners affected by
. the development X

{6. Local labor X

7. Ilnterest groups concerned with

| environmental quality X O

then the direction of net benefits obviously suggests that the project should
have taken place. Because of lack of information together with blases mantioned
previcusly, some groups may perceive the benefits and costs incorrectly.

The positions taken by Skagit County, North West Aluminum, and environ-

mental interest groups throughout the Supreme Court hearings are the basis
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of the construction of Figure 1. The perceived costs of interest groups
not directly involved in the Supreme Court proceedings are based on the
results of a questionnaire survey administered by the Sea Grant research

group at the University of Washington.38

In the Guemes Island case it may
be more realistic to show the direction of actual net benefits and costs
as follows:

Figure 2. Direction of Actual Net Costs and Benefits:
Guemes Island Case

Net Costs Net Benefits

1. Skagit County X
2, North West Aluminum X
3. local menufacturing industry X
4. Local service industry X
3. Local landowners affected by

the development -
6. Local labor X
7. Interest groups concerned with

environmental quality X i

i.e., the interest groups in the county would probably have sxpariencead a
much lower overall benefit than they foracast. This possibllity =uists
because the costs facing the county as a result of providing extra infra-
structural and service facilitizs would most likely have exceeded the increaszd
tax returns.

It can be seen from these comments that eventually a decision regarding
zoning still has to be made. Benefit-cost analysis is only a mathod for
analyzing a situation and does not necessarily suggest winich course of action
should be taken. In the case of Guames Island, if the caunty had found that
it was going to suffer a net disbenefit, it is most likely that the zoning
ordinance would not have been changed in the first place and that a lot of
time, effort, and expense involved in the court proceedings would have been

avoided. Even if Figures 1 and 2 could be calibrated in terms of dollars,
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it would bc necessary to assume that a dollar means the seme to averyone
involved in the respective conflict before cross comparisen of costs and bane-
fits could be made. Gilven the need for this assumption, it is doubtful
whether aggregate bemefit-cost comparisons completely reflect group opinion,
since some groups will lose and some will gain no matter which decision is

reached.

4., The Case of Port Susan

The major difference between the Port Susan conflict and that on
Guemes Island is that the refinery proposed by Atlantic Richfield would
provide fewer jobs by far than would North West Aluminum's plant. It is
probable, therefore, that both perceived net banefits and costs and actual
net benefits and costs will bz quite different from those in the Guemes
Island case.

a. Interest Groups. The Port Susan case alaoc differs in that saveral

occupational interest groups were involved in the dzbate--local farmers, local
fishermen, and residents of the nearby Indian Reservation. The parties involved
thus become:

l. Snohomish County

2, Atlantic Richfield 011 Co.

3. Local manufacturing industry

4, Local service industry

5. Local landowners affected by the development
(1) residing in Snohomish County
(11) residing eclsewhere

6., Local laborx
7. Local occupational groups
6. Interest groups comcerned with envirommental quality

b, The Balance of Benefits and Costs. Since increased labor foree

would be lower than in the Guemes Island case and since existing facilities
(e.g., for water supply) on the mainland would suffice the refinery, the in-

creased cost to the county might possibly be much less than the tax returns
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from the refinery. Because very little added and inducad income would flow
to local industry, those involved in local industrial management, togather
with those employed, might see the refinery and its associated gmoke, oil
spills, etc., as a net disbemefit. Local landowners, shopkzepere (sarvice
industries), and the envirommental interest groups would seem to have
views similar to those involved in the Guemes Island dispute.

Local occupational groups such as farmers and fishermen were categor-
ically opposed to the refinery since thay felt that the use of fresh water
n the refining process and the possible contamination of sea water bzcause
of oil spills would detract from their respective businessas.

Figure 3. Direction of Perceived Net Costs and Ben=fits:
Port Susan Case

Net Costs Net Benefits

l. Snohomish County i X
2. Atlantic Richfield X
3. Local ma: manufacturigg industry ),

Local service industry X
5. Local landowners affected by |

the development 3

6. Local labor 3
7. local occupational groups X
8. Interest groups concerned with
‘ environmental quality X

If the actual net costs and benefits as opposed to those perceived by the
Interest groups were shown the pattern would be:

Filgure 4, Direction of Actual Net Costs and Benefits:
Port Susan Case

Net Costs Nat Benefits
1. Snohomish County X
2. Atlantic Richfield X
3. Local manufacturing industry X
4. local service industry X
3. Local landowners affected by
the development X
6. Local labor X
Local occupational groups X
Interest groups concerned with
environmental quality X j
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The balance in terms of net benefits is thus lower in the Guemss Island case.
The major differences betwezen Fig., 4 and Fig. 2 occur because the lower em—
ployment requirements of the oil refinery would result in a much lower nsed for
infrastructure and service provision. The county would thus probably experience
a net gain from increased tax revenues. Local labor would benefit little from
the refinery development since construction workers and, eventually, production
workers, would be hired from elsewhere.

As in the case of Guemes Island, perceived net benefits and/or costs
tend to be at varilance with the direction which actual net benefits and/or
costs would probably take. The aluminum smelter on Cuemes Islapd would have
produced greater benefits to interest groups in Skagit County tham ths oil
refinery at Kayak Point would have produced for similar groups in Snchomish
County. This comperison, however, is not intended to show that the aluminum
smelter should have been located on Guemes Island., It i3 rather an attempt
to show the quite different nature of the two location decisions~-yzt both

were based on identical legal criteria,

5. Change of Areal Stance

The discussion in this paper has digressed from the general appreach to
benefit~cost analysis by considering the incidence of costs and banefits on
different interest groups at the county lavel. It was argued that an adequate
assesament of the impact on the counties of the zoning proposals at issusz
would have required consideration of the secondary (i.e. indirect or induced)
costs and benefits aceruving within the respective ccunties., This suggestion is
slightly at variance with previous studies, but arises out of the nature of the

problem being dealt with and the relatively small area of the stance used.



If the accounting stance were enlarged (e.g.,to the siza of the state)
then the benefit-cost analysis would differ slightly from the approach taken
here. First, the interest groups would be different in size and in kind,
especially in the government sector and the houszhold sector: statewide
benefit is not necessarily the same as county benefit. Secondly, the "take
us or we'll go =lsewhere" attirude of certain industries would be l2sscned
by the availability of different sites within the larger arza. Atlantic
Richfield, for example, eventually built its refinery at Cherry Point (8z1ling-
haw Bay) and thus the final effect for the state may be little different (in
toto) from the possible effect of the Kayak Point locatiocn. At the county
level, of course, such alternative locations outside the county constitutz an
"all or nothing" choice for the county. Even though Atlantic Richfi:ld
eventually located quite near to Smohomish County, the spinoff =2ffzcts will
probably be small for Snohomish County compared with thz benefits had the lo-
cation been saeveral miles south, a2t Kayak Point.

Analysis at the state level would suggest that in terms of maximizing
net bemefit the only varisbles of crucial importance would bz those which
vary between sites within the state. The analysis of sacondary costs and bene-
fits (spinoff or multiplier effects) thus constitutes a third major differ-
ence brought about by a change in accounting stance. At tha stat: lavel one
could argue that the multiplier effects of a given develcpment are important
only in the case of a nzt expansion of product imports, i.e., in thz cases
of industries where the propensity to import is greater than 1.0 or whers
the marginal rate of import substitution excesds the marginal grcwth ratz of
output in the industry.

From the above discussion it can be deduced that the differences between
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analysis at the state lavel and the county lavzl also apply be2twrwn those
levels and the national lsvel. Because of the problims of double~counting,
secondary benefits are not considercd as of importance when the acecunting
stance is the nation. The comparison of costs and benefits thus becomes
the comparison of net revenucs at various sites, and the major variaticns
in cost arz those arising from different locations, different scales of pro-
duction, and different external effects exparienced at different possible
sites,

The metheodology outlined in this paper is thus dzrived from the nature
of the problems being analyzed (resource conflict within a county) and the
accounting stances used (counties). Application of such a methodology to
the state or the nation would thus be inadvisablz for the reasons suggestad
above. Changed accounting stances involve differing intercst groups, and such

changes imply different types of costs and henefits.

6. Availability of Data

The discussion so far has canterzd on a conceptual and intuitive approach
to the application of benafit-cost analysis with reference only to cata
available from Supreme Court Teports and questionnaire replies. Although
persoms interviewed in the process of collecting information on thzse two
conflicts felt that sufficient cost data (i.e., dollar costs) ware furnishzd
by all parties,38 it 1s doubtful if their Judgment is correct. Thz small
amount of data published either in official pronouncements or in daily
newpapers 1s shown in Appendix A. Tha paucity of the data prevents affective
ex post analysis of the situation.

The impact of any industrial development in 2 region is admittedly 2
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complex problem for analysis. In the case of Washilngton Stat=, howecvar, the
1963 (and now the 1967) interindustry Input-Output table provides a useful
basis for iadustrial impact analysis. The direct and indirect impact of the
Guemes Island and Kayak Point proposals has been traced, using the inverse
(Leontief) matrix of the 1963 direct requirements matrix. The resulting
values were then weighted on the basis of county population proportions.3?
Such a method assumes constant production functions and factor Inputs at both
the state and the county levels, and becausz of the problems thereby generated
a detailed discussion of the use of the Input~Qutput tables is not présentad
here. The suggestion can be made, however, that knowledge of the industrial
linkage patiern at the county level, as discussad previously, would have
aided in analyzing the situation. An Ioput=-Qutput type of analysis for the
counties concerned could have bezen constructzad in such a way that the local
effects of development and the resulting feedback from industry czlsewharz in
the state could have been isolated.

If done in a way similar to the state Input-Cutput analysis, such a
county analysis would be instructive not only in making fwmpact studiscs
feasible but also in shedding light on the problems of industry cisaggrega-
tion in the state 1/0 tables and on th:z assumptions of stalbility of input

proportions at different areal levels.

7. Conclusion

Although suggestions have been made as to how the conflicts at Gusmas
Islend and Kayak Point could be amalyzed conceptually, and an attempt at a
mathodology has bzen forwarded, one can only note in conclusion that in terms
of concrete and meaningful numbers which would relate costs to benefits in the

issues under consideration therz 1s, in fact, very little available, The
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production of such "numbers" would not be beyond the capabilitizs of some county
planning departments, but it is doubtful 1f the legal decigions handzd down
in the conflicts analyzed would have bzen altered if such numbers had been

avallable.
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APPENDIX A UATA WHICH WOULD HAVE BEEN NEEDED IR
ORDER TO PERFORM A BENEFIT-COST ANALYSIS

1. Benefit-Cost Accounting of the Firm

In the case of Atlantic Richfiz1ld Co. and Horth West Aluminum Co.
their prospective sites discussed in this papsr were in each case one of
several. For sach company to maximize its benefits from location in the
Puget Sound reglon, it is therefore necessary for each to assess the NET
benefits and disbenefits attendant upon location at =ach particular sitz.
In reality, the accounting of such comparative costs would revolve around
those factors and inputs which varied with the location rather than upon
all costs involved in thz production process. It would further be necessary
to assume a given level of production, since the scale of activitiss would
posslbly alter the relative cost ratios involvad.

The following table shows those components of cost which would nead to
be krown in order to make a more rational cholce of locatiom. It is not
necessary, however, that each component be important at 2ach and avery
location. The summation of benafits (+) and disbenafits (-) would show
which of the several locations maximized returns to the expenditure of

location.
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Table A.1 Benefit-Cost Account of the Firm

Location

X Y

1. Land : :
Cost of acquisition !
Preparation of site
Landscapingl_etc.l

2. TLabcr wages and salaries?
Frinpe benefits (faciliti=ss)

3. Capital equipment
Plant (incl. wharfagz)
Materials for repalrs

4. Raw materials
Costs of 1nputs 3,4
Transportation costs

5. Taxes
Faderal govarnment5
State and county

6. Legislation6
Zoning ordinances
Pollution and offlucnt control

TOTAL
BENEFIT

Related to zoning ordinances (section 6).

May differ because of non-unionization.

May be the same as looking at total input costs if latt:sr are c.i.f.
Will reflect cconomies of scale, agglommeration, and locala, thzrzfors
these are not specified.

Includes possible govzrument industrial incentives.

Coats which are NOT included in 1 ~ 5.

o F ol D
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2. Cost=Benefit Accounting of the Individual

The individual is not faced with th= necessity of choosing betwegn sites,
but rather with the choice of the industry’s coming into his region or golng
elsewhere. Because of this, the following tabls (A.2) r=fers also to local
industry (manufacturing and gervice) and to interest-groups—-insofar as thay
are made up of the individuals of the ragion.

The nacessary accounting differs from that in Table A.1. in that the
figures would be absolute rather than net-—they would not reflect the choice

of alternative location.

3. Cost-Benefit Accountipg of Government Bodies {County, State, Fadaral)

The benefits accruing to the county, <tc., arz 1n the form of increased
direct taxes and indirect taxes (i.:z,, induced by th: locaticn of the industry).
Their costs ere those of providing extra facilitiess, 2tc. Table 4.3 therefore
includes absclute values of different costs and bancfits rather than net
values as in Table A.1,

As Table A.3 shows, there may in fact be a cheice between sitss within
the county. Comparison of total benefits to the county would indicat: which

gite would be preferable as far as the county is concerned,
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Table A.2 Benefit-Cost Account of the Individual

1. Incomz
From employmentl
From property

2. Land values of property

3. Tazes
State
County

4, Amenityz
Pollution
Views
Crowding

TOTAL
BENEFIT

1 This includes inceme from direct employment in new facilitizs as well
as income induced because of nmultiplizr effacts in the local BCOUOMY .,

2 This category is the least susceptible to evaluation in nonetary terms.



Table 4.3 Benefit-Cost Account of Government Bodies

Location

X

1. Income
Taxesl
Revenues from gservices

2. Increased expenditurcs

Schools

Roads

Sewers

Water

Police

Lighting
Carbage
libraries

3. Social Expenditurz
Welfare payments (state)
Effluent control

TOTAL
BENEFIT

1 Directly irom the company concerned togethar with induced taxes from
employees introduced into the repion.
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APPENDIX D DATA AVAILAELE ON THE GUEMES ISLAND
(N.W. ALUMINUM) CONFLICT
(Subject to Review)

as Jon M. Conrad pointed out in the paper, Eccnomic Analysis of the

Guemes Island and Port Susan Conflicts, the data available are not sufficizat

to allow z benefit-cost analysis to be done on the conflicts. The two

gsections of this appendix show (1) where data, if any, are to be found and

(11) the data availsble.

1. Sources of Data

a. Jon M, Conrad, Economic Analvais of the Guames Island and Port
Sugsan Conflicts.

A digested form of the following sourcas:

b. M. G. Poole & Assoc., Ragional Planning in Skagit County. Submittad
to Skaglt County Planning Commissicn, May, 1963,

c. M. G. Poole & Assoc,., Comprehensive Zoning Plan. Submitrad to
Skagit Crunty Plannling Commission, Fzbruary, 1955.

d. Scattle Pogt Intelligencz=r, July 26, 1966, pp. 1-3.

e, Scattle Post Intelligencer, Septembar 28, 1966,

f. North West Aluminum, Inc., Application and Petition for Reclassifi-

cation of Zoning District. Issued to Skagit Couanty,
9/14/66.
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2. The data available are as follows:

1. Direct employment 90¢
by the aluminum plant

2.  First-round payments to {1) $6,109,200

3. Construction employment 500

(average for two years)

4.  First-round payments to $6,700,000
(3) (two years)

5. Generated employment 1,800
in other industries
based on generation ratio

cf 1.7
based on generaticn ratio 13,500
of 1:4.4 in aluninum-~using
industries
6. Taxes paid to statz and $1, 300,000

county by N.W. Aluminun
(property assessment)

7. Land required--inclusive 75C acrzs
of production and "buffer zope"

8.  Annual production of the plant 140,000 tons

g. Cost of power from Bonnevilla $70,000,000
Power Authority (for 20 years)

The only source available for the costs, atec., to houszholds comprises the

questionnaires issued to concerned parties by the Sea Grant r=zsearch group,

other than the direction of the Perceived net costs and benefits discussegd
in this paper. No possible assessment of the {mpact of nct costs, etc., can
be made from these transcripts. The importance of the project to hous:zheolds

concerned can therefore only be asszssed from sections (1 -~ 4) above.
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APPENDIX C DATA AVAILABLE ON THE PORT SUSAN
{ATLANTIC RICHFIELD) CONFLICT
(Subject to Review)

1. Sources of Pata

a. Jon M. Conrad, Econcmic fpalysis of the Guemes Island and Pore

Susan Conflicts,

b. Larry Smith & Company, Inc., Atlantic Richficld Refinery Site,

Snohomish County, Washinpton, 1967.

¢.  Snohomish County Planning Department, Comprehensive Plan for
Standard, October 22, 1956. Sixth update, 1964,
Adopted 1965.

d. Snchomish County Planning Department, Stanwcod Arza Comprihensive
Plan Review, November 24, 1967,




2. The cata available are ag follows:

1.

X

Dircet employment
by the oll refinery

Employment derived from
local labor sources

First-round payments to (1)

Construction employment
(average for two years)

First-round payments to (3)
(two years)

Taxes paid to state and
county by Atlantic Richfield
(based on property agsagsment)

Land required~-inclusive of
production and "buffer zopz"

Annual production of the plant
Cost of plant used

specifically in the
control of pollutionl

37

400

200

$2,715,200

1,000

$6,788,000

$1,000,000

2,400 acres

100,000 tarrels

$2,619,000

1 This value may be considered as an approximate cost of controlling

excessive emission of noxious funes
direct ccst of preserving the "emvir

and liquids and thercforc as a
onment."






