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state environmental agency budget decreased from $4.489 billion in 2009 to $3.882 billion in 2011 as well
.  

During the period of funding decline, the federal government continued to ask states to implement new or highly modified environmental laws. States rarely oppose these requests. However, the combination of a declining funding base and a constantly increasing workload (discussed in more detail below) greatly increases the likelihood that environmental programs will not protect the public as intended, in spite of the best efforts of the states and EPA. States are forced to choose which rules they will implement, whether (or when) a permit will be issued, or an inspection conducted, or a response given to a complaint from the public, or a monitoring station closed. Eventually, no state can simultaneously meet all the expectations on all the rules when budgets are consistently reduced year after year and the number of new rules to be implemented continues to increase year after year.

ECOS has discussed this situation extensively with EPA. As the agency was beginning to development its proposal, the staff met with ECOS leadership who presented the “2012 State Statement of Needs.
” This document provided details about the federal workload to states and provided the states’ assessment of the budget needed to address EPA’s requests. For 2012, this amounted to nearly $2.5 billion from categorical grants – well above 2010’s allocation of $1.1 billion.  While EPA did not ultimately ask for that amount in its proposal, based on its budget proposal for 2012 we believe that EPA agrees with the states that declining federal support for categorical grants cannot continue. In its 2012 proposal the Agency proposes a 7.6% increase for categorical grants. The state environmental agencies support this budget request and encourage the Committee to adopt it.

We note that nearly every state has reduced its budget since 2008, and that the federal government is planning to do the same. Some may ask: why should the federal government increase funding for state operations while states are reducing these budgets? One answer is that it is much, much cheaper for the federal government to partially fund the states to operate its programs than for it to fully fund EPA to do so. ECOS research shows that a typical federal environmental agency employee earns about 50% more per year than a state environmental agency employee in the same profession and with similar experience
. If a state finds the cost to operate a federal environmental program to be too expensive, it can always turn that program back over to EPA – at least two states are currently considering this move. In such a case, EPA will be paying more for its employees and since the federal government only funds on average about one-fifth the cost of for a state to implement a program, it will likely also have to pick up the 80% in costs that the states currently pay for. In all, the Appropriations Committee should expect the cost for EPA to implement a program that is currently delegated to a state to be five to six times as much as for the state to run it.  EPA understands this very well and has always tried to avoid a situation in which a state might be motivated to return a delegated program for funding reasons.

Now let us turn to the State Revolving Funds (SRFs).  ECOS is on record asking Congress to fully fund and reauthorize the Clean Water State Revolving Loan Fund
. We also support the Drinking Water State Revolving Loan Fund. We recognize that the President’s 2012 budget proposal cuts funding to the SRFs.  While we would prefer not to see cuts to the SRFs, we recognize that many in Congress and elsewhere want to reduce federal spending, and that these large funds are a conspicuous place to do so within EPA’s budget. We also acknowledge that the SRFs got a significant one-time boost from the American Recovery and Reinvestment Act of 2009. We remind the Committee that while a cut to the SRF is technically a cut to EPA’s budget, it is in reality a cut to the states and the local governments, and that it is a cut that reduces the amount that these governments have to comply with a federal mandate. However, the SRF cuts proposed in the 2012 budget will not cause lasting damage to the states and local governments provided that: 1) the cuts are limited to one or two fiscal years; 2) that the SRF is ultimately fully funded, and 3) that new rules for which state and local governments use the SRF to comply are not promulgated during the years of the cuts to the SRF. Otherwise, state and local governments will be facing a significant unfunded mandate that many of them, especially the smaller systems, will find difficult to meet, and we might expect deteriorating water quality conditions to result.


Lastly, we want to discuss the workload that the federal government expects the state environmental agencies to conduct on its behalf. As we stated, most EPA rules are handed over to the state agencies which actually implement them. With the rare exception (such as the coal combustion residual rule proposal, or rules that states are asked to implement before they are finalized) states do not oppose these rules. In fact, we often support them or even ask EPA to promulgate them (such as dental amalgams waste mercury and mercury storage rules). However, the volume and complexity of EPA rules is outstripping the financial support that states receive to implement them.


For example, we cannot list the new EPA rules that affect state and local governments for the periods from 2008-2010
 in this document, because the list is so long that we would have no room for anything else in our four-page testimony. In 2008 EPA issued approximately 46 new regulations that had a significant impact on state governments.  For 2009, there were about 36 significant new rules.  In 2010 EPA listed approximately 57 significant new regulations - this one year was the highest total number of significant new regulations since 2000. Effectively, EPA is asking the states to implement 139 new or modified rules during a time when the categorical grants budgets have not even kept up with inflation.


In conclusion, states understand and accept their responsibilities in implementing federal programs on behalf of EPA. We ask in return that Congress supply an amount commensurate with that workload – not 100% of the cost, but an amount that takes into consideration the number of rules and inflation. In so doing, this will allow the states to continue to operate these programs, to better serve our citizens and to save the federal government a very large cost that it would bear if states did not run these programs. We recommend that the Committee and the House pass the EPA 2012 budget proposal for the categorical grants portion of STAG.
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Summary: The states are co-regulators with the U.S. Environmental Protection Agency (EPA) in the implementation of the nation’s environmental laws. States implement nearly all federal environmental regulations that EPA is eligible to delegate to them, including the permitting, inspections, enforcement, monitoring, and data collection. Congress provides about 20% of the cost to a state through “categorical grants” portion of the STAG budget within EPA’s budget, but this amount has declined while EPA has added many new rules for states to implement.  We recommend that the Committee and the House pass the EPA 2012 budget proposal for the categorical grants portion of STAG.
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Testimony: I am testifying on behalf of the leaders of the state and territorial environmental agencies that are the members of the Environmental Council of the States (ECOS). I am the current President of ECOS, and the director of Montana’s Department of Environmental Quality. 





The states’ environmental agencies operate nearly all of the permitting, inspections, enforcement, monitoring, and data collection, (and some of the standard setting as well) on behalf of EPA, through the system commonly called “delegation.” EPA has delegated to states as of April, 2011: 50 of the 50 state air programs, 49 of the 50 state drinking water programs, 46 of the 50 state water permitting programs, and 48 of the 50 hazardous waste programs�. States also operate many other smaller programs on behalf of EPA, such as radon, lead abatement, beaches, pesticides, etc.





ECOS research shows that the states pay about 80% of the cost of running these delegated federal programs. In a typical state about 20% of the funds spent to implement a delegated program come from the categorical grants portion of STAG, about 18% from the state general fund, and the other 62% from permit fees or dedicated state funds�. In recent years, the state general fund portion and the categorical grant portion has declined. The total amount of categorical grants (i.e., federal) funding provided to the states to implement federal laws has declined since 2004 from $1.176 billion to $1.116 billion. ECOS research shows that the average
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� Brown and Fishman, op. cit., page 6.


� The State Environmental Agencies’ Statement of Need and Budget Proposal for EPA’s 2012 Categorical Grants STAG Budget, ECOS, June 2010


http://www.ecos.org/files/4109_file_ECOS_Proposal_for_EPAs_2012_STAG_Budget_v2_0.pdf


� Cost to Move a Program from a State to U.S. EPA, ECOS, 2011


http://www.ecos.org/files/4354_file_Cost_to_Move_a_Program_from_a_State_to_EPA.xls


� “Congress Should Reauthorize and Fully Fund the CW SRF”, ECOS Resolution 08-1, March 29, 2011. 


4391_file_08_1_CWSRF_2011_version.doc


� Among several sources, the reader can find a current list of rules impacting state governments at EPA’s Rulemaking Gateway:


http://yosemite.epa.gov/opei/RuleGate.nsf/content/effectsstategov.html?OpenDocument&Count=1000&ExpandView
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