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How can economics improve water quality 
decisions in the Bay? 
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 Evaluating costs and benefits of regulation 
 Designing effective programs 
 Assessing best ways to raise the cash 
 

 



Costs and benefits of regulation: A broader 
look 
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 Engineering approaches: good at assessing capital and 
operating costs of alternatives 

 Economics can help quantify ($$) factors that are harder 
to observe: 
– Public health impacts (health spending plus other costs of 

morbidity, mortality) 
– Recreational, neighborhood quality impacts 
– Ecosystem impacts (beyond market effects) 

 
 



Evaluating costs vs. benefits essential for SF 
Bay nutrient management decisions… 
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…and for increasingly tight stormwater 
management goals 
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Los Angeles: zero trash TMDL by 2016 



Program design: Cap & trade can reduce costs 
of meeting a regulatory objective 
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Costs of nutrient reduction in Chesapeake Bay 



Program design: Aligning incentives can grow 
benefits 
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 Wetlands may be a good 
alternative to wastewater 
treatment plant upgrades  
– Nutrient management 
– + Habitat 
– + Flood protection 

 But “extra” benefits aren’t 
credited to wastewater 
agencies 

 Key issue for modern 
management: capturing 
benefits of integration 
 



Economic insights on who should pay 
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 “Polluter pays” principle implies fees on dischargers 
– Efficiency issue: internalizes costs, incentivizes reduction in 

pollution 
 CA law is problematic for polluter pays 

– Works pretty well for wastewater (and water supply) 
– Works pretty poorly for stormwater 

– Prop 218 restrictions (active voting, not just “no protest”) 
– More diffuse sources (implies lots of different fees) 

 For legacy pollutants, programs with “public benefits”: 
key issue is who bears burden of various funding 
sources… 

 
 



State general fund most progressive source, if 
funding water ≠ social cuts 
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Source: PPIC, Paying for Water in California, 2014 



Future of regulation and environmental goals 
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 Premise of our environmental laws is optimistic: 
– Problems caused by proximate human action, stopping 

harm is straightforward 
 Regulation is now making it hard to take actions that 

have broad environmental benefits 
 With changing climate, this will become even harder 

 



We can conceptualize a vibrant SF Bay, but can 
we afford to get it permitted? 

11 EBDA Sea Level Rise Adaptation Planning Project (August 2015) 



Notes on the use of these slides 
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These slides were created to accompany a presentation.  
They do not include full documentation of sources, data 
samples, methods, and interpretations. To avoid 
misinterpretations, please contact: 
 
Ellen Hanak (hanak@ppic.org; 415-291-4433) 
 
Thank you for your interest in this work. 
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