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About the Pinchot Institute for Conservation

Background

Recognized as a leader in forest conservation thought, policy and action, the Pinchot Ingtitute for
Conservation was dedicated in 1963 by President John F. Kennedy at Grey Towers Nationa
Higtoric Landmark (Milford, PA), the former home of conservation leader Gifford Pinchot. The
Institute is an independent nonprofit organization that works collaboratively with al Americans —
from federal and state policymakers to citizensin rural communities — to strengthen forest
conservation by advancing sustainable forest management, devel oping conservation leaders, and
providing science-based solutions to emerging natural resource issues. Each year, the Pinchot
Institute conducts policy research and analysis; convenes and facilitates meetings, workshops,
and symposiums; produces educationa publications; and provides technical assistance on issues
that affect national-level conservation policies and the management of our nationa forests and
other natural resources.

Current Programs
The Ingtitute’ s objectives — policy research and analysis, convening and facilitation, and
leadership development — are realized annualy through the following programs.

Community-Based Forest Stewardship

Restoring and maintaining forest ecosystems for multiple objectives requires a variety of
continuing land treatments that can serve as a basis for stable employment and generate income in
rural communities. Through technica assistance programs and training sessions, policymakers,
federal and state land management agencies, and local practitioners work collaboratively to
identify, address, and develop strategies on specific initiatives that sustain and improve the
stewardship of such ecosystems.

Conservation Policy and Organizational Change

Much of the effort to date in sustainable forestry has focused on policy development, with far less
atention devoted to the mechanisms by which these policies will be implemented. Through
independent analysis and facilitation, the Institute devel ops approaches to natural resource
management that integrate political organizational structures and long-established administrative
processes with emerging conservation-oriented ideas and policies.

Conservation Leadership Development

Effective natural resource conservation begins with effective leaders. Through leadership
workshops and professional development seminars that are based on participatory decision
models offered at Grey Towers National Historic Landmark, the Ingtitute helps beginning and
mid-career professionalsin public agencies, private organizations and conservation NGOs
redefine the relationship between land management agencies and the communities they serve.



EXECUTIVE SUMMARY

Thisisareport to the USDA Forest Service in response to a congressiona direction to
assess “the feasibility and potential for enhanced program efficiency by block granting al or
portions of the Cooperative Forestry program.” The study was carried out by an independent
pand of eight individuas with expertise in federal and state programs relating to the management
of private forests and/or in the use of block granting as a mechanism for implementing federa
programs. |n addition, the report was peer reviewed by four other individuals with similar
relevant experience. The report addresses the merits and drawbacks of using block grants or
related alternatives in place of the current methods of allocating Cooperative Forestry funds to the
states as categorical grants.

The congressional request responded to concerns from a few western and southern states
that they receive too small a share of the total funds appropriated for Cooperative Forestry
programs. They aso argued that they should be alowed greater flexibility in choosing how to
spend the funds they receive. These concerns were examined for five national Cooperative
Forestry programs. Urban and Community Forestry, the Economic Action Program, the
Stewardship Incentive program, the Forest Stewardship Program, and Forest Legacy.

The Cooperative Forestry programs fill an important role in promoting the sustainable
management, use, and protection of nonfederal forests, mainly private forests, which make up
nearly 70 percent of all forestsin the country. The programs, which have evolved over many
decades, does this through cooperation between the Forest Service's State and Private Forestry
Deputy Area and the states, represented by the individual State Foresters. The Forest Service
provides technical advice and alocates the bulk of funds appropriated for these programs to the
states, which are responsible for the on-the-ground ddlivery of services to forest owners and
others. This report addresses only those statutory programs for which funds are provided to the
states to administer the programs.

Regiona and state-by-state variations in forest resources, ownerships, and state
programs, as well as the ever-changing demands being placed on forests, require flexibility in the
Cooperative Forestry programs. This has been recognized to a degree, but innovetion in
programs and the institutions that direct them are needed to accommodate these variations and
changes. The request for this study came at a time when pressure for devolution of federal
program responsibilities to the states has been growing. The call for using block grants to
allocate Cooperative Forestry funds, one means of devolution to the states, reflects this pressure.

Shifting responsibilities to the states for programs such as Cooperative Forestry raises
important questions about program missions and appropriate roles for the federal government in
serving these missions. Simply turning to block grants as away of alocating funds to the states
does not avoid the need for clarity on these matters. The early role of the federal government in
Cooperative Forestry was to prompt the states to develop their own programs to address
prevention and control of wildfires on private forestlands. As state programs to provide
assistance to landowners have grown and matured, the federal role must now turn to multi-state
issues and other matters that are beyond the capabilities of asingle state.

If the goal for Cooperative Forestry is to alocate most responsibilities for its direction to
the states through the State Foresters, then the use of block grantsis a plausible path. This could
substantially reduce federal administrative costs and give the State Foresters flexibility in setting
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priorities within each of the program elements. State costs for administration of the program
would probably increase. This has been the experience with block grants for social welfare
programs for which delivery of services has been the responsibility of local agencies operating
with state oversight.

On the other hand, if the overall goal isto help the states use the Cooperative Forestry
programs to address the kinds of issues for which afederd role is appropriate, then variants of the
existing administration of Cooperative Forestry would be appropriate. The “focused funding”
approach used for Cooperative Forestry programs in the Northeastern Area of the Forest
Service' s State and Private Forestry programs is one variant that has been quite successful. It
relies on consensus agreement of the State Foresters in the region to allocate funds to projects that
fulfill afederd role while also meeting state needs.

Based on the panel’ s expertise and findings, the following recommendations are offered
for Forest Service consideration:

1. Fully exercisetheflexibility that already existsto allocate Cooperative Forestry
funds.

2. Develop new program and funding initiativesin the Cooper ative Forestry area to
address emerging and innovative action needs.

3. Direct asignificant allocation (20-40%) of the Cooper ative For estry fundsin each of
thethree major regionsto (a) truly regional and multi-state projects, and (b) truly
innovative programs.

4. Organize administration of State and Private Forestry at the regional level into
three major regions (East, West, and South), each with a regional administrator
that islocated separately from National Forest System offices.

5. Establish a*“clearing house” function within State and Private Forestry at the
national level for other federal and state programsrelated to private foreststo
facilitate funding innovative and multi-state programs.

6. Provideinformation toimprove assessments of the effectsof current and alter native
ways of allocating Cooper ative Forestry funds and of addressing important issues
involving private forests.

These six recommendations go beyond a simple evaluation of the merits and drawbacks
of administering Cooperative Forestry programs through block grants to the states. The issuesin
funding Cooperative Forestry programs are complex and the opportunities for better serving the
public are great. The panel intends for this report to chalenge the Forest Service and the State
Foresters to be open to these opportunities and innovative in their responses.
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PREFACE

For many Americans, the mention of forests and forest conservation brings to mind those large,
green-shaded areas on their roadmaps—federal and state forestlands reserved for a variety of
public uses, and overseen by public natura resource agencies. In fact, more than two-thirds of
forestland in the United States today is privately owned. And of these private forests, amost
three acres out of four are owned by individuas and their families. These lands are managed for
private objectives that are as varied as the ownersthemselves. Y et because they are forests, these
lands provide a host of valuable and important public benefits and ecologica services—from
wildlife habitat to watershed protection to opportunities for outdoor recreation.

Likewise, when most Americans think of the USDA Forest Service, they think naturally of the
role this agency plays in the management of the National Forests. At roughly 192 million acres,
the National Forest System has been a major focus of the Forest Service' s responsibility since the
agency was created in 1905. But just as the National Forests still represent less than half of the
nation’ s forests, the mission of the Forest Service is about more than just the Nationa Forests.
The Forest Service has a responsihility to promote conservation and improved stewardship on
forests throughout the United States, on private lands as well as public, through its research,
education, and technical assistance programs.

Since at least 1924, with the passage of the Clark-McNary Act, the Forest Service has been
directed by Congress to work in partnership with state natural resource agencies, universities,
conservation organizations, and forest landowners to promote improved forest management. This
direction has been reinforced by Congress over the years through laws such as the Cooperative
Forestry Assistance Act (1978) and the Forest Stewardship Act (1990). Through these and other
laws, the Forest Service provides both funding incentives and technical assistance that spur
partnerships, and finds new ways to promote the public interest by enhancing both private returns
and public benefits from well-managed forests.

Last year, Congress directed the Forest Service to explore new and creative ways for improving
the effectiveness of its Cooperative Forestry programs, particularly in the way the partnerships
with states and other organizations are funded. An independent study was conducted by a panel
convened by the Pinchot Ingtitute, and this is the report of that panel. The panel’ s findings and
recommendations are important and worth careful consideration by policymakers, not only as
they relate to the specific question on the funding of Cooperative Forestry programs, but as they
reflect the Forest Service' s effort to address the growing needs of nonfederal forest landowners
for scientifically sound information, and technical assistance.

Thereisrising demand on forests for wood and other renewable resources, as well as for
increasing critical ecological services like watershed protection. Private forestlands, more than
any other, are being called upon to play an expanded role. Itisintheinterest of every forest
landowner, and of the public at large, that these needs be addressed through sound forest
management that can be sustained over the long run. This report provides just afew ideas for
how the Forest Service can be more effective in thisimportant part of its mission, in partnership
with an array of other organizations that are increasingly central to the accomplishment of that
misson.

V. Alaric Sample
President
Pinchot Institute for Conservation
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INTRODUCTION

The USDA Forest Service Cooperative Forestry program is charged with
admi ni stering numerous programs aimed at enhancing the management, protection, and
stewardship of forest resources on nonfederal lands throughout the United States (see
Section |1 for a description of the nonfederal forestland ownerships covered in this
report). The Cooperative Forestry programs providetechnical and financial assistanceto
help rural and urban citizens, including private landowners, carefor forests and sustain
their communities. Congress currently authorizes five national Cooperative Forestry
programs: Urban and Community Forestry, Economic Action Program, Stewardship
Incentive program (S P), Forest Sewardship Program, and Forest Legacy. A sixth
program, Pacific Northwest Assistance, also fallswithin Cooperative Forestry, butisnot
anational program. Funding for a seventh program, Forest Resource Information and
Analysis, was added by Congressin Fiscal Year (FY) 2001 to support the agency’s
Forest Inventory and Analysis work.

The Cooperative Forestry programs are funded through the federal budget process
and managed in accordance with national priorities by the State and Private Forestry
(S& PF) Deputy Area of the Forest Service. Through partnerships with state forestry
organi zations and many others, federal funding isleveraged to help produce avariety of
forest-based goodsand services. Concerns, particularly from afew western and southern
states, have recently been expressed that states should receive agreater share of thetotal
funds appropriated for Cooperative Forestry programs, and should be allowed greater
flexibility in managing those funds.

As aresult of these and other concerns, Congress included |language in the FY
2000 appropriations?, requiring the Forest Serviceto undertake an independent study “to
assess the feasibility and potential for enhanced program efficiency by block
granting all or portions of the Cooper ative Forestry program” in place of the present
arrangement. In response, the Forest Service contracted with the Pinchot Institute for
Conservation to conduct the study. The Pinchot Institute, inturn, created apanel of eight
individuals with expertise in federal and state programs relating to the management of
private forests and/or in the use of block granting as a mechanism for implementing
federal programs, to report on the merits and drawbacks to such an approach. Whilethe
chargefrom Congress may seem narrow, the panel determined t hat an adegquate response
required that the charge be interpreted broadly and the report address alternativesto a
simple change from the existing system of allocating Cooperative Forestry funds. The
report addresses only those statutory programsfor whichfundsare provided to the states
to administer the programs.

The panel held two meetings in Washington, DC, where it heard from Forest
Service, General Accounting Office, and other federal officials, the National Association
of State Foresters, and other relevant organizations. The panel conducted telephone

1 H.R. 3194, the Consolidated Appropriations Act for FY 2000
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discussions with a representative sample of State Foresters and with several Forest
Service officials. Numerous Forest Service reports and memoranda, as well as other
articlesand books, werereviewed by the panel and utilized in the drafting of thisreport.
A draft panel report was reviewed by four independent peer reviewers with experience
relating to Cooperative Forestry programs and to block grants.
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. BLOCK GRANTS

Block grantsareaform of federal aid to state and local programswhereby funds
areprovided in ablock that allowsthe receiving body considerable discretion in how the
funds are used and distributed. Block grant recipients are given flexibility to use funds
based on their own priorities and to design programs and allocate resources as they
determineto be appropriatein serving the broad mission. At the other end of thefederal
aid continuum, federal categorical grants specify in some detail how thefundsareto be
allocated to final recipientsand used to meet goalsin waysdefined in federal legislation
and administrative directives. Variationsalong the federal aid continuum are common,
involving combinations of block and categorical grants and the degree to which
discretionis afforded to states or local agencies.

Program Continuum

Categorical e
Mission
& Federally & Revenue
Operated A A Devolution
Categorical  Categorical with Block
with State  State Admin. and Grants
Admin. with Flexibility
A Thisiswherethe current Forest Service FormulaFunding iswith respect

to Cooperative Forestry Programs.

Block grants took hold during the 1980s when Congress created a number of
block grantsfrom existing categorical grants. The 1981 Omnibus Budget Reconciliation
Act consolidated 50 of t he existing 534 categorical grant programsinto nine block grants
inan effort to simplify administration, broaden program flexibility among the states, and
reduce total federal costs (GAO 1995b). These block grantsinvolved health services,
low-income energy assistance, substance abuse and mental health, social services,
community devel opment, and community services. Therecipientsaretypically general -
purpose governments at the state or local level, as opposed to service providers (such as
community action organizations), many of which had been receiving categorical aid
grants. Generally, the new block grantswent to the states, which then transferred funds
to local government units and local service providers. By FY 1993, atotal of 15 block
grant programswith funding of $32 billion werein effect, constituting asmall portion of
thetotal federal aid package to states of $206 billion (GAO 1995b). Additional block
grantswere created in 1996, with enactment of welfarereform legislation. Block grants
have been distributed to the states based on a statutory formula, which resultsin
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narrowing the discretion of federal administrators and providing a sense of fiscal
certainty to recipients (GAO 1995b).

Block grant proponents argue that authorizing fundsin abroadly defined area, as
block grants do, rather than in narrowly defined categories, result in significant
administrative cost savings. Block grantsprovide asingle set of requirementsinstead of
many inconsistent planning, personnel, paperwork and other requirements of categorical
programs. Decision-making isdecentralized so that state and local recipients can rank
their problemsaccording to local needs, develop plansand programsto deal with them,
and then account for results (GAO 1995b).

Critics of block grants point to the difficulty of maintaining accountability that
funds are spent in accordance with the intent of Congress. Block grants require a shift
from federal to state control over program finances, activities, and administration (GAO
1995a). Fewer federal financial and programmatic accountability provisions can limit
achievement of federal goals and lead to reduced funding and/or recategorization by
Congress. The recently enacted Government Performance and Results Act of 1995
(GPRA) requires that federal agencies set goals and demonstrate accomplishments to
Congress. Block grants may run counter to GPRA’ s requirement of greater
accountability from the federal agencies.

Block grants by themselves or in combination with other grant mechanisms,
including categorical grants, can be designed to address these issues. For example,
Cooperative Forestry block grants could include requirementsthat the states careful ly
account for spending, asthey arerequired to do for categorical grants. Theargument for
using block grantsfor Cooperative Forestry programsisthat thiswill reduce the direct
and indirect costs of program management by the Forest Service, without unacceptable
diminishment of program accountability and fiscal integrity requirements. But switching
to block grants alone will not accomplish this; thiswill occur only if the overall Forest
Service system for allocating funds is changed to reduce these costs. Thiswill also
require that serious attention be devoted to devising methodsto assure accountability.

Initsrequest to the Forest Service for this study, Congress apparently did not
intend that a shift to block grants for Cooperative Forestry programs upset the long-
standing arrangements between the Forest Service and the State Foresters. That is, it
appearsthat Congress had no particular intention that block grants for these programs
pass through the offices of the state governors rather than going directly to the State
Foresters. This, in fact, would be contrary to some of the existing statutes authorizing
Cooperative Forestry programs. This report assumes that any block grant program for
Cooperative Forestry programs would continue to make funds directly availableto the
State Foresters.
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1.  COOPERATIVE FORESTRY:
PURPOSE, HISTORY, PROGRAMS, AND FUNDING

IMPORTANCE OF NONFEDERAL FORESTLANDS

Approximately 70% of the nation’ s forests are located outside of federal
ownership, representing 80% of the country’ s wood fiber potential (Forest Service
2000a). Theselandsarealso critical for watershed protection, fish and wildlife habitat,
and for the aesthetic qualities of the landscape. It isestimated that the habitat for more
than half of the federally listed threatened or endangered species occursexclusivelyon
these lands.

The overwhelming majority of the nation’ snonfederal forestsarelocated east of
the Great Plains, with 40% in the South Central and Southeast regions, and
approximately 32% in the North Central and Northeast (NRC 1998). The remainder
spreads across the West, where, in contrast to the East, the federal government is the
dominant forest landowner.

Nonfederal Forestland Ownership by Region
RM
8%

OSouth Central and

PNW/PSW scisE Southeast
20% 10% ONorth Central and
Northeast

M Pacific Northwest and

Pacific Southwest
NC/NE ORocky Mountain Region

32%

Of the nonfederal forestland, 13% isin other public ownership, mainly state
ownership; 4% isin Native American tribal ownership; and 17% is owned by private
industry (forest products companies with wood processing facilities). The remaining
66% isowned by nonindustrial privateforestland owners (NIPFs), including farmersand
other private citizens (NRC 1998). Thislatter category isthe one at which most of the
Cooperative Forestry programs are aimed.

Nonindustrial private forestland ownership isvaried. The magjority of owners

(59%) own parcelsof lessthan 10 acres. Almost 39% of nonindustrial private forestland,
however, isconcentrated in just over one-fourth of one percent of the owners (Sampson
and DeCoster 1997). Thiscategory includesentities (such asutilities) that have no wood
processing facilities, but that typically produce timber for such facilities. Many of the
smaller landowners do not rate timber production as the main reason for owning their
forestland, but for the owners of most of the forestland, timber production remainsakey
value (Sampson and DeCoster 1997).
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With a decreasing timber supply from federal lands, nonfederal forests are
contributing an increased share of wood fiber for the nation. Because of this shift, the
needs for more landowner education, technical assistance, and other programs for
nonindustrial forest landowners are more evident than ever before. Furthermore, the
current trend in the fragmentation of forestland from larger to smaller tracts, and theloss
of significant forest acreage to development for residential and commercial use, heightens
the need to address these matters on nonfederal forests.

Many private forest |landowners have taken an interest in forest conservation but it
has often been difficult for them to find the technical assistanceto support these values
while continuing to manage their lands for other economic benefits. The lack of
management on a significant portion of NIPF landsis a serious risk to forest health,
productivity and sustainability. Most landowners appreciate and value their land, but
many are not aware of all of the values associaed with their forests. Many do not know
the responsibilities of stewardship, nor of the opportunities available to them for
managing their land. The Cooperative Forestry programs are designed to provide
technical and economic assistance to these landowners. In addition, these programs
provide economic assistance to communities harmed by declinesin the harvest of timber
from National Forests, and to townsand citiesthat want to preserve green spacesin urban
areas. Sustaining forest-based communitiesisalso addressed by other USDA programs,
including Rural Community Assistance (RCA).

ADMINISTRATION OF NONFEDERAL LANDS

State and Private Forestry isone of six deputy areaswithin the Forest Service; the
other five are National Forest System, Research and Devel opment, Programs and
L egislation, Business Operations, and Financial Operations. State and Private Forestry
has operated mainly in partnership with other organizations, such as the state forestry
agencies, in order to encourage scientific and environmentally sound management on
America’ s private forests in non-regulatory ways.

Within the Forest Service, the S& PF deputy areais overseen by a deputy chief.
At theregional level, the S& PF programs are overseen by a deputy regional forester in
eight of the nine Forest Serviceregions. The exception isthe northeast, where S& PF
programs are administered by an AreaDirector whoisresponsiblefor S& PF programsin
thetwenty northeastern states. Therearedifferencesintheway inwhich S& PF programs
are administered in the Northeastern Arearelative to the other parts of the country.

Through partnerships between state and federal governments, landowners and
communities are provided with technical advice, focused financial assistance, and
conservation education to achieve the mutually desired goals of the programs. These
goalsinclude clean water, wood and other forest products, wildlife habitat, biological
diversity, recreation, and sustainable communities. Itisestimated that for every federal
dollar that is spent, ten nonfederal dollars are generated to support these goods and
environmental services (Forest Service 1998).
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Besides Cooperative Forestry, S& PF administerstwo other cooperative programs
that are not addressed in this report: Forest Health Management and Cooperative Fire
Protection. The Forest Health Management program is charged with maintaining the
health of the nation’s urban and rural forests, especially by reducing the impacts of
insects and diseases. Assistance is provided to states, the National Forests, tribal
governments, and other federal agenciesto detect, evaluate, and take action against native
and non-native pestsand to promote practicesthat restore and improveforest health. The
Cooperative Fire Protection program supports afederal role in hel ping state and local
governments promote safe and effective fire protection and suppression programs.
Following a summer of drastic fires nationwide, the Secretaries of Interior and
Agriculture prepared aNational Fire Planin August 2000 that recommends how best to
respond to severefires, reduce theimpacts of wildland fireson rural communities, and
insure sufficient fire fighting resources in the future. Congress appropriated an
extraordinary amount of additional money in FY 2001 —$2.021 billion —for the
Secretariesof Agricultureand Interior to carry out the plan, asignificant portion of which
will go to S& PF ($118 million). Thetotal FY 2001 budget for Cooperative Forestry
accounts for over half of the total S& PF budget of $408 million.

HISTORY OF COOPERATIVE FORESTRY

The Forest Service' sinvolvement in nonfederal forestlands dates back to the
establishment of the Office of State and Private Cooperationin 1908, which was created
in order to reach out to private landowners, who were considered key to future forest
conditions and timber supplies (Sampson and DeCoster 1997). The Clarke-McNary Act
of 1924 greatly expanded on prior federal -state cooperative efforts, charging the Forest
Service with assisting states and private individual s to carry out programs that would
assure forest sustainability. Among other things, it authorized federal cost sharing in
state tree seed and nursery programs, and provided federal funds to state programs for
educational assistance and technical advice to farm woodland owners.

The Cooperative Forestry Act, passed in 1950, strengthened the existing farm
forestry program, as well as the partnership between the Forest Service and the state
forestry agencies. Passage of the Cooperative Forestry Assistance (CFA) Actin 1978
provided anumber of new authoritiesaswell asaredefinition and strengthening of many
of the older programs (Sampson and DeCoster 1997). The Cooperative Forestry Program
wasdefined asrural forestry assistance, f orestry incentives, insect and disease control,
urban forestry, rural fire prevention and control, and planning assistance. The Act
authorized amoreflexiblefunding method, using consolidated paymentsto replace many
of the functional grants and formulas that had formerly been used, plusit renewed
attention for the Forestry Incentives Program (FIP), and initiated anew Urban Forestry
Program (Sampson and DeCoster 1997).

Another significant milestonefor Cooperative Forestry wasthe 1990 Farm Bill,
which included several amendmentsto the 1978 CFA, including creation of the Forest
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Legacy, Forest Stewardship, and Stewardship Incentives (SIP) programs. The Farm Bill
also included the National Forest Dependent Rural Communities Economic
Diversification Act of 1990. Thisact authorized the Economic Recovery programthatis
part of the Economic Action Programs. The Rural Development program, also part of the
Economic Action Programs, iscarried out asoriginally described inlegislative history of
the FY 1998 Department of the Interior and Related Agencies Appropriation Act (PL
100-446).

1908 1924 1950 1978 1990 N
Office of Private and - —
State Conservation Cooperative Forestry Farm Bill with
established Act enacted amendments to CFA
Clarke-McNary Cooperative Forestry
Act enacted Assistance (CFA) Act enacted

Oneimportant intention of the CFA wasto improve the rel ationships between the
states and federal governments, and to create state capabilities. The CFA (and ensuing
amendments) designates State Foresters, or equivalent state officials, asthe primary point
of delivery for Forest Stewardship, Urban and Community Forestry, and Stewardship
Incentives. The other programs have some flexibility in delivery.

COOPERATIVE FORESTRY PROGRAMS
Cooperative Forestry administers the following programs (Appendix A):

Forest Stewardship Program

The Forest Stewardship Program encourages the long-term stewardship of private
forestlands by providing landowners with financial and technical assistance to more
actively manage their forests and related resources. The program helps private
landowners better manage, protect, and utilize their forests through development of
multi-resource management plans.

Forest L egacy Program

The goal of the Forest Legacy Program (FLP) isto effectively protect and
conserveenvironmentally important forest areasthat are threatened by conversionto non-
forest uses, through conservation easements or fee simple purchases. TheFLPinvolvesa
partnership between the Forest Service, state and local governments, and interested
landowners to conserve these environmentally important forests.
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Urban and Community Forestry Program
The Urban and Community Forestry (U& CF) Program seeks to improve the

livability of urban areas by encouraging and promoting the creation of healthier, more
livable environmentsin cities and communities acrossthe nation. The program provides
funding to State Foresters or equivalent state officialst o providefinancial and technical
assistanceto unitsof local government, non-governmental organizations, and othersto
encourage cooperative effortsto plan urban forestry programs and to plant, protect, and
maintain trees, forests, and rel ated green space (open spaces, greenbelts, roadside screens,
parks, woodlands, and residential developments) in urban areas.

Economic Action Program

The Economic Action Program (EAP) is designed to strengthen the economic
health of communities over thelong term. Theprogram bringscommunities, groups, and
local businessestogether to create diversified economic activity built onforest resources.
EAP consists of four program components and a variety of special projects funded by
Congress every year. Rural Development, a grants program, is the only EAP program
that currently involves transferring funds to the states. The other three are: Economic
Recovery (ER), which provides salary and administrative costs to National Foreststo
enable them to work with communities and help them organize, plan and act to diversify
their economic base; Forest Products Conservation and Recycling (FPC& R), which
provides technical assistance, training, coordination, technology transfer and
demonstration in marketing and utilization; and Wood in Transportation, which
provides cost-sharefundsto qualifying projectsthat utilizelocal wood speciesin bridges,
sound barriers, rail lines, etc.

Stewar dship I ncentives Program

The Stewardship Incentives Program (SIP) provides cost sharing assistance to
nonindustrial private landowners to implement multi-resource management practices.
The financial incentives provided through SIP help landowners produce forest-based
goods and services of public value, such astimber, improved water quality, wildlife
habitat, and recreation opportunities. Congress has not provided funds for the program
since FY 1998.

Pacific Northwest Assistance Program

The Pacific Northwest Assistance Program provides assistance to help
communities in the Pacific Northwest adversely affected by reduced federal timber
harveststo diversify and strengthen their economiesthrough the devel opment of value-
added wood products manufacturing enterprises as well as short-range and long-range
economic diversification strategies.

Reated Programs
There are several other programs administered within the Department of
Agriculture that address ownership of nonfederal forestland (Appendix A).
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F UNDING FOR COOPERATIVE FORESTRY PROGRAMS

A recent paper titled Federal Investment in Natural Resources and the
Environment (Sampson 1998) highlighted federal spending on natural resource
conservation over the last several decades. Using Office of Management and Budget
data, the author suggested “ ...federal spending for programsto enhance natura resources
and the environment has fared poorly in the last quarter of the twentieth century. Asa
proportion of total federal spending, natural resources and environment programs now
garner about 1.2 centsout of every federal dollar spent, downfrom 2.5in1980.” Efforts
to control budget deficitsresulted in natural resources and environment programs bearing
adisproportionate share of the reductionsin federal spending.

Cooperative Forestry program funding wasno exception, asillustrated by thefact
that appropriationsfor thisprogram through the 1990s remained fairly static ( Appendix
B).

Cooperative Forestry Appropriations
FY1991 - FY2001
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(Thevauesin this graph are actud appropriations, and were not adjusted for inflation.)

The FY 2001 budget for Cooperative Forestry ($214 million) is a significant
increase over recent years. Much of the increase wasin Economic Action and Forest
Legacy. However, part of the total Cooperative Forestry budget for FY 2001was
considered “emergency” funds that were designated through other sections of the
appropriations, and are not necessarily indicative of atrend. For example, FY 2001
appropriations included $32 million for the Economic Action Programs and Forest
Stewardship Program in support of the National Fire Plan, while the Land Conservation,
Preservation, and Infrastructure Improvement Act (LCPII) of 2000 provided an additional
$4 millionfor the Urban and Community Forestry program and $30 million for the Forest
Legacy Programin 2001. Furthermore, much of theincreasei n Economic Action canbe
attributed to Congressional earmarks, reducing the fundsdistributed to the statesfor use
at their discretion.
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Cooperative Forestry Appropriations, FY 2001

Cooper ative Forestry Program Dollars (in thousands)

Forest Stewardship 39,766
Stewardship Incentives Program 0
Forest L egacy 59,868
Urban and Community Forestry 35,642
Economic Action Programs 64,471
PNW Assistance 9,579

Total Cooper ative Forestry? 214,315

@Total includes $4.9 million for Forest Resource Information & Analysis.

Pinchot Institute for Conservation

11




IV. FEDERAL ROLE RELATIVE TO FORESTS

In his book, The U.S. Forest Service: A History, Harold K. Steen wrote: “The
essence of the Clark-McNary Act—cooperation to inspire voluntary action—hasbeenthe
essence of the Forest Service.... To be sure, at timessomewould run out of patienceand
advocate controls. Overall, however, cooperation dominates the relationship between
public and private forestry” (Steen 1976).

Within the Forest Service’' s Cooperative Forestry Programs, this cooperation has
focused on federal action to “ensure healthy forests and the production of reasonably
priced goods and servicesfor agrowing America’” (Rains 1999). The attributes of this
federal goal and the means by which it isto beimplemented have beenidentified by the
agency (Forest Service 2000a) as:

Providing leading-edge technical expertise;

Helping build strong state forestry programs;

Strengthening the economic health of communities;
Providing targeted financial assistance;

Reducing federal expenditures through preventive measures,
Monitoring trends in sustainability on all forestlands;
Serving as an information clearinghouse.

The National Research Council (1998) suggests that the federal rolein private
forests includes:

- Building institutional and managerial capacity within state and local forest-
resource organizations;
Promoting theintegration of environmental and economic policiesat all levels
of decision making;
Developing a coherent set of national principles of sustainability, while
encouraging, facilitating, monitoring, and ensuring effectiveness of clearly
defined, responsiblerolesfor implementation of these principlesby public and
private interests at state and local levels;
Fostering strategiesthat focuson regional integration across abroad spectrum
of environmental, economic, and social interests and jurisdictions, rather than
on narrow special -interest, agency, or political jurisdictions;
Promoting a blend of economic and information incentives that includes
promoting regional and local planning for sustainability;
Encouraging deci sion-making processes at national, regional, and local levels
that involve multiple stakeholder approaches operating within the context of
sustainability.

Congress appropriates funds for cooperative programs that serve the national
interest and that are consistent with agreed upon federal roles. When federal fundsare
allocated to states or other public entities, asis the case with Cooperative Forestry
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programs, spending must still serve anational interest aswell aslocal interests. These
national interestsin federally funded domestic programs include:

I nterstate program impacts that require cross-boundary solutions(e.g., watersheds
with downstream effects that cross state lines);

Interstate equity considerations that programs are aimed at ameliorating (e.g.,
regional economic development programsto raise living standardsin low-income
states);

Need for consistent national information used for policy development (e.g.,
collection of Census data);

High-risk and high-cost initiatives beyond the capabilities of asingle state (e.g.,
responding to natural disasters or investing in innovative programs).

The approach to implementing the federal role through Cooperative Forestry
programs has changed considerably over the past 60 years. In earlier times, the Forest
Servicewasthe leader and thetrainer of state forestry personnel. That relationship has
since become a partnership, with each side providing money and assi stance based on the
forest needs of each state. Responsibility for program devel opment and management has
been shifting toward the states, while federal agenciesincreasingly act asfacilitatorsand
catalysts (NRC 1998). In addition, there has been a change in the focus of programs
designed to accomplish the national interest in privateforests. Intheearly days, attention
focused on protection of timber suppliesfromfire, insectsand disease. Federal attention
has subsequently turned to water quality, wetlands, air quality, biological diversity, and
endangered species.

I ncreasing fragmentation of responsibility for state and federal forest ecosystem
programs has blurred the Forest Servicerole. For example, federal programsrelating to
nonfederal forests originate in agencies as varied as the Economic Development
Administration, National Oceanic and Atmospheric Administration, U.S. Army Corps of
Engineers, Fish and Wildlife Service, Bureau of Indian Affairs, and Bureau of Land
Management. Similarly, state governments have acomplex assortment of government
agenciesresponsiblefor programsinvolving forests (Ellef son and M oulton 2000). Asof
theyear 2000, states had created nearly 320 cabinet level entitiesresponsiblefor the use
and condition of forests, whileat thefirst tier sub-cabinet level, they had created nearly
590 entities implementing programs directed at forests and their owners.

Thisbalkanization hasresulted in more confusion over federal and staterolesin
forestry matters and greater uncertainty over how best to cooperatively further theseroles
and responsibilities, especially regarding federal approachesto funding state programs
that advancethefederal interest inforests. The Forest Service' sown program directives
and materials about the federal role in Cooperative Forestry are themselves unclear.

Demonstrating anational interest in privateforestsiskey to justifying the federal
rolefor Cooperative Forestry programs. Methods of funding— block grants, categorical
grants, or formula funding — do not change this basic need to recognize the distinction

Pinchot Institute for Conservation 13



between national and state or local interests. Although states may prefer the relative
flexibility they may have with block grants, Congress and the Executive Branch are still
faced with the need to use federal funds on programs that clearly serve the broader
national interest.
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V. SETTING PRIORITIESAND ALLOCATING FUNDS

Forest Service prioritiesregarding Cooperative Forestry programs, aswell asthe
challenges in allocating funds, are highlighted by a number of recent actions and
developments.

STRATEGIC ACTION STRATEGY:

In 1998, the State and Private Forestry unit of the Forest Service devised an
Action Strategy for State and Private Forestry Services (Forest Service 1998). The
strategy highlighted five priority issues:

Sustainable natural resources and communities;
Watershed issues and conditions;

Urban forest resources;

Forest information for landowners and managers;
Tribal government relations.

The Forest Service acknowledged in this Action Strategy that: its programsin
sustainabl e forests were fragmented and uncoordinated; watershed protection was
primarily focused on federal lands; work needed to be done to improve technical
assistance and local capacity building in urban forestry; there were many separate and
expensive data systems dealing with forest conditions; and there was a lack of
coordination between the federal government and tribal governments regarding land
rights. TheForest Serviceindicated that it was going to coordinate policy devel opment
and program activitieswith regard to thefive priority issues, although little headway has
been made.

FUND ALLOCATIONS CRITERIA:

National program budget all ocation criteriahave been devel oped to allocate funds
from the National Headquartersto t he Regions, the Northeastern Area, and the Institute
of Tropical Forestry (II TF) in support of State and Private Forestry programs. The
Regions, the Northeastern Area, and |1 TF have flexibility to adjust funding levelsto
individual statesto better reflect particular local issues, priorities and needs.

The Forest Service and the State Foresters have worked together for more than
two yearsreviewing the current program budget all ocation criteriausedtoalocate S& PF
program fundsto Forest Servicefield units. Following acomment period, revised criteria
were proposed in December 1999.

The criteriahave been implemented in the FY 2001 Budget Justification Notes
and in the FY 2002 Budget Instructions to thefield. In FY 2001 the Deputy Chief for
S& PF may make adjustments in the final allocations to assure that no field unit
experiences serious adverse impacts to funding levelsin one year.
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Changes were made to the allocation criteria for each of the five Cooperative
Forestry programs. Complex distribution formulasfor each of the programs have been
devised based on a considerable amount of discussion and debate. Itistoo early inthe
operational phase of thistransition to determinethe efficacy of theseallocation criteria.

F OCUSING OF FEDERAL ASSISTANCE:

Aninitiative called Focusing of Federal Assistance was implemented in Fiscal
Y ear 1999 for the Northeastern Areaoffice of State and Private Forestry (the concept had
been employed on alimited basis earlier than FY 1999). Five percent of theregion’s
share of base program funds for Cooperative Lands Forest Health Management, State
Fire Assistance, Forest Stewardship, Urban and Community Forestry, and Rural
Development is used to create afunding pool for special regional or state projects.

Funds are allocated to the states based on a competitive grants approach. Each
state may submit up to two project proposals, and it may also participate in one multi-
state project. Thereisa$70,000 cap on each project, and aminimum of $10,000. Multi-
state projects may not exceed $150,000. The pool for FY 2001 was capped at $700,000.
Each proposal must emphasize one or more of the strategic priorities outlined in the
Northeastern Area Strategic Plan. All projects require a50-50fundsmatch, and fundsdo
not necessarily haveto be directed to astate forestry agency. A team of state and federal
officials evaluate the proposals for their merit.

This*focused funding” approach appearsto be auseful strategy to direct federal
assistance toward regional priorities. The system also provides for flexible use of a
limited amount of money. Furthermore, it provides a promising model for the Forest
Serviceto consider at the national level. For itseffectivenessto be maximized, however,
regions and states need to commit to preparing strategic plans, with priority areas
identified.

PROGRAM ALLOCATIONS

For each Cooperative Forestry program, Forest Service national and regional
offices utilize a portion of the money to provide technical and financial assistance and
administrative support for S& PF personnel. Technical assistance includes personnel
salaries, travel, and training of S& PF personnel. The administrative costs (or transaction
costs) are part of “the cost of doing business” and would have to be absorbed whether
they are assumed by the Forest Service or by the states. No estimate was made for this
report of the states’ administrative coststhat could be assigned to Cooperative Forestry.
A portion of the Cooperative Forestry funding appropriated in a given year may also
include Congressional and Administrative earmarks. The balance of the money isgiven
to the states and partners.
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Congressional Appropriation

(-) Congressional Earmarks

(-) Administration Earmarks

(-) National Initiatives

(-) National Administration

(-) Regional Initiatives and Overhead

(-) State Foresters' and Partners'
Technical Assistance, Initiatives, and Administration

Landowners, Communities, etc.

Thefollowingtableillustratesthe breakdown of appropriated dollars asapercent

of the total for FY 2000:

Congressional States
Earmarks? | National # | Regional ¥ | Foresters&
Others
FY 2000 ...Percent...
Forest Stewardship Program 4.0 5.0 23.0 68.0
Forest L egacy 33.0 0.2 <5.0 >95.0
Urban & Community Forestry 5.0 7.0 7.0 81.0
Economic Action Programs 48.0 7.0 NA~ NA ~

1/ Percent of totd program funds earmarked for specific uses by Congress.
2/ Percent of totd program funds held by the Nationd Office for technica assistance and program

support.

3/ Percent of total program funds held by the Field Units for technical assistance and program support.
4/ Percent of total program funds distributed to tates and other partners.
5 Information not readily available.

Because the Congressional earmarks are spent on state projects, the percentage
kept as earmarksisfactored into the percent distributed to the states and other partners,
particularly in the case of Forest Legacy (Y arger, 2000). Typically, however, these
dollarsare not availableto the state forestry agenciesto be used at the states' discretion.

Congress routinely adds dozens of earmarks to the S& PF programs ( Appendix
C). Thereisinsufficient information to gauge trendsin earmarking; however, the amount
earmarked by Congressin FY 2001 wasasignificant increase over earmarks for the past
six years. Economic Action witnessed a particularly large jump over past years; of the
$30 million allocated through regular appropriationsto the Economic Action Program for
FY 2001, two-thirds of that amount was earmarked by Congress as “ special projects,”
leaving a base of only $10 million to the administration. The administration and the
National Headquarters of the Forest Service also add earmarks to the program
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allocations; however, the Forest Service indicates that its goal isto increase the
percentage of funds provided to state forestry agencies and other partners (Y arger 2000).

Many view these earmarked funds as reducing the total appropriationsthat would
otherwise have been available for granting to the states. Whether thisis accurateis
unclear; however, the practice of earmarking by Congress and by the Executive Branch
clearly bears somerelationto overall funding for Cooperative Forestry, whether itisin
block grants or categorical grants.

IMPACT OF FEDERAL ASSISTANCE ON STATE FORESTRY AGENCIES

The data compiled annually by the National Association of State Foresters
(NASF) illustrates the impact of federal assistance on state forestry agencies and the
dependence of state agencieson federal forestry programs. Thisinformation appliesto
all formsof federal forestry assistance, not just the five Cooperative Forestry programs
discussed inthisreport. But it providesacontext for thefederal role. Inthisdiscussion,
theterm “ states” isused to refer to any of the states or territories receiving assistance.

Thedatarevea sthat approximately $74 millioninfederal fundsismade available
to the states, compared to atotal of some $1.8 billion in state and local funds and
resource revenues collected by the state forestry agencies. The NASF tabulation shows
thetotal of theseitemsas* support;” however, because resource revenuesin many states
gointothestates general revenue accounts and are not retained by theforestry agencies
that generated them, “ support” as used here does not equal dollarsavailablefor forestry
programs.

Thereisconsiderable variation among statesin termsof the distribution of federal
dollars (Appendix D). The following table shows how the federal funds are divided by
state for FY 1998, the most recent year for which datais available. According to the
NASF tabulation, sixteen statesreceived lessthan 1% each of thetotal federal allocation
to states, and five received 4% or more (Californiareceived more than 12%). Alaska,
Palau, and the Virgin Islands did not provide information on federal funds received.

Allocation of Federal Fundsin FY 1998, by Percentage Class
Percentage Class, Number
% of Federal Total of States
N/A 3
0t0.99% 16
1.00% to 1.99% 25
2.00% to 2.99% 7
3.00% to 3.99% 3
4.00% + S
Total 59
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The 1998 funds were distributed regionally as follows:

North 25%
South 33%
West 34%
Offshore 8%

100%

It isimportant to understand how different states vary in their dependence on
federal funding. Accordingto NASF’ sdata, the average state forestry agency dollar in
1998 came from the following sources:

State and other 56%
Revenues 40
Federa 4

100%

Regionally, the federal funds were most important in the offshore islands (15% of
support), followed by the South (8%), the North (7%) and finally the West (2%). The
resultsfor the West are strongly affected by very large resource revenues for Oregon,
Washington, and Colorado.

Therewere 15 states that depended on federal funds for more than 20% of their
support (Appendix E). Therewere 15 states depending on federal fundsfor 10% or less
of their support. The statesmost heavily dependent on federal assistance tendtobethose
states that are small in total area, or which are primarily non-forested. (In comparing
federal fundsto total resourcesavailableto astate, it isimportant to note that the NA SF
tables show total resource and other revenuesreceived, but do not indicate how those are
divided between agency uses and General Fund accounts. Hence, for states with high
resource revenues that flow to the General Fund, these figures probably understate the
importance of federal assistance to that state’s program.)
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VI. CHALLENGESAND PROBLEMS

LEADERSHIP

Through the development of the Action Strategy for State and Private Forestry
(Forest Service 1998), the Forest Service seems to have articul ated the purposes for
Cooperative Forestry programs based on statutory mandates. However, thereisno way
of knowing whether they are accurately reflected in agency actions, or whether they
address real problems with plausible solutions. Since the development of the Action
Strategy, leadership of S& PF has changed often and there appears to have been little
movement toward integration of State and Private Forestry concerns with the National
Forest System and with Research, as called for in the agency’ s own strategic plan.

The Northeastern Area Office of S& PF and the Northeastern State Forestershave
demonstrated leadership in providing flexibility in program funding to meet changing
conditions. In particular, their Focusing of Federal Assistance agreement allows for
innovation in programs. On the other hand, Congressional earmarking of funds detracts
from flexibility and innovation. Thisimbalance |eaves program recipients subject to
changing circumstances, such as annual funding uncertainties and variations by state.

CONSTITUENCIES

Inthe past, arelatively small number of people nationwide cared very much about
the sustainability and productivity of American forests. But with urban populations
increasing and environmental issues garnering attention, new constituenciesare growing
to promote urban forestry, water quality, forest recreation, and efforts to slow urban
sprawl. Meanwhile, the constituenciesfor the older landowner assistance programsare
apparently in political decline. The new constituenciesarelessinterested in traditional
programs and they are often bypassing traditional forestry agencies and non-
governmental organizations to achieve their goals.

The Cooperative Forestry programs were designed to give federal and state
agencies maximum flexibility in program execution so that government agencieswould
have an impact as close to the ground as possible. How might thisflexibility be used to
assist new and more politically relevant constituencies? Are there alternativesto the
present distribution system that would help State Foresters find and nurture new
constituents? The people and theinstitutions affecting forest policy have changed agreat
deal over the past fifty years. The present cooperative programs could be swept away by
circumstances not under the control of the Forest Service and the State Foresters.
Cooperative Forestry must address a broader constituency.

CONSTITUENT CONCERNSWITH FUND ALLOCATIONS

Individual State Foresters have expressed concern that, although funds
appropriated by Congressfor Cooperative Forestry programs have been i ncreasing over
the last several years, the dollars allocated to the states and territories have been
declining. Several State Forestersarguethat theincreasein appropriationswassimply an
increase in Congressional and administration/agency earmarking. In addition, some
express concern about the amount of funds used for Forest Service administrative costs at
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the national and regional levels. Onthewhole, however, State Foresters do not appear to
support block granting as a way of reconciling these issues.

Several State Forestersadvocate greater flexibility at the statelevel to better target
Cooperative Forestry program dollarsto state goalsand priorities(i.e., instead of using a
marginally small amount of dollarsfor arural development programthat other agencies
within the state with greater resources are dealing with, a state might more effectively
apply thesamedollarsto their urban forestry or reforestation efforts). Most of the State
Forestersthat were contacted believethat block granting could resultinalossof program
identity and an increased risk of losing political and constituent support. Thismay not,
however, recognize the value in building program support of attracting new
constituencies for Cooperative Forestry.

The National Association of State Foresters (NASF) expressed concern that block
grantsare not the appropriate solution for theissuesfacing Cooperative Forestry. NASF
cited efficiency and flexibility asissuesthat need to be addressed, but does not believe
that block grantswould resolvethoseissues. Furthermore, any changeswould need tofit
within the scope of the Cooperative Forestry Assistance (CFA) Act, which authorizesthe
Cooperative Forestry programs. The CFA authorizes certain flexibility, particularly the
consolidated payments provision, but stresses that this flexibility cannot come at the
expense of any of the programs authorized under the Act.

Similar concerns over funding all ocation have been expressed by the Society of
American Foresters, American Forest Foundation, the National Association of State
Conservation Agencies, and the National Arbor Day Foundation. Representativesfrom
these organizations praise the current delivery structure and are averse to the idea of
block grantsfor Cooperative Forestry. Their concernisthat block grantswould decrease
funding for initiatives at the national level, seriously weaken public support for
Cooperative Forestry programs, and reduce on-the-ground effectiveness of the
Cooperative Forestry programs. These groups also noted that the federal government
plays acrucial role at the state level in programs with national significance.
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VIlI.  ANALYSIS IMPLICATIONSOF BLOCK GRANTSAND OTHER
APPROACHES

Theinterest in block grantsfor Cooperative Forestry programs can be viewed as
part of the broader interest in devolution of federal programsto the states ( AppendixF).
The rationale for devolution ranges from “ getting programs closer to the people” to
“countering aperceived over-expansion of centralized government.” If block grantswere
to substitute for the current categorical grantsin Cooperative Forestry, their placein the
overall block granting of federal programswould betiny. But theargumentsinfavor of
this approach fit well in the general debate over devolution.

Richard A. Musgrave noted that, “ Ultimately, the case for or against devolution
cannot be made in general terms. Distinctions have to be drawn between the various
taxing and spending functions which government performs” (Musgrave 1997). This
report on Cooperative Forestry programs deals mainly with spending functions for a
particular set of programs that will have little overall impact on state finances, even
though their effect on state forestry programs has been substantial.

The Forest Service haslittle experience with true block grant programs, although
some elements of its Cooperative Forestry programsgive broad latitude to the statesin
their use of grant funds. For example, the Cooperative Forestry Act authorizes
consolidated annual assistance paymentsto the statesto replace someearlier functional or
categorical grants. Consolidated payment grantswere used intheearly 1980sto givethe
states more flexibility in federal funding for development of state forestry planning
assessments authorized by the National Forest Management Act of 1976 (Robbins 1985).
Nevertheless, striking out in anew direction with block grantswould pose achallengefor
the Forest Service, aswell as for its cooperatorsin the state forestry offices.

Asnoted earlier inthereport, the decision facing Congress and the Forest Service
isnot just one of choosing between block grantsor the current categorical grantsfor the
Cooperative Forestry programs. Rather, the choice isamong arange of waysto devolve
some or all parts of these programs to the states including block grants and other
variations on the existing system. Four such options are discussed below. All are
examined in terms of their ability to contribute to the main mission of Cooperative
Forestry, to do so while serving definable federal interests, and to do so consistent with
appropriate federal rolesfor Cooperative Forestry programs. All of the optionswould
continue the present role of the State Foresters as the main conduit for Cooperative
Forestry funds.

A number of options exist for the movement of federal funds to states for
Cooperative Forestry purposes (Appendix G). Some that might be considered include:
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Option 1: Continue current Cooperative Forestry program funding arrangementswith no
change in their administration or focus.

The historic federal role in Cooperative Forestry programs, which was to use
federal funds and assistance to prompt the states to addressimportant i ssues mostly on
private lands, has served the country well. There have been notable successes, such as
the substantial reduction in the annual area of forests burned in wildfires (MacCleery
1995). The programsalso already include somefeatures of ablock grant in that decision-
making concerning qualifications of cost-sharing recipientsisdone by the states and not
in Washington.

Although thisreport is not based on adetailed review of the effectiveness of the
current programs, the concerns that led to it have some merit. The alleged lack of
flexibility for the statesto addresstheir priority problemsexiststo somedegreeandina
number of states. Some of thisisaresult of the narrowness of some of the categorical
grants and some is due to the limited funds allocated to the states for these programs.

The state-by-state all ocation of Cooperative Forestry fundsalso limitstheweight
given by these programsto some mattersthat deservefederal or national attention. Issues
that are multi-statein nature or that aretruly innovative with broad implicationsare often
bypassed. Too little attention has been given in the administration of Cooperative
Forestry programs to the basic rationales for federally funded domestic programs, as
described in Section 1.

Staying with the present system of allocating Cooperative Forestry funds as
categorical grantsto the stateswould not address the current concerns of the statesthat
Forest Service administration costsaretoo high. Nor would it fully utilize theflexibility
the Forest Service now hasto allow fundsto be shifted among programswithin each state
to addressthe state’ spriority issues. The new allocation formulas may help in dealing
with the latter concern, but apparently would do little to reduce administrative costs.

Option 2: Increase states' flexibility to reall ocate funds within Cooperative Forestry
programs and streamline the administration of the programs, while at the same time
making minimal changesin the funding all ocation to each program at the national level.

Giving greater latitude to the State Forestersin each state to shift fundsamong the
various Cooperative Forestry programs hasintuitive appeal. To someextent it could be
done administratively, beyond which legislative changes would be required. The
Cooperative Forestry Assistance Act already permitsthe Secretary of Agriculture, upon
the request of each state, to consolidate some annual assistance payments. Thislanguage
could be used asamodel for encouraging some devolution of responsibilitiesfrom the
federal tothe statelevel, especially if itincluded reference to consistency with region-
wide or state-wide strategic plans.
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Broader authority for shifting funds among major categorieswithin astate, such
as from Forest Stewardship to Urban Forestry, has been suggested by some State
Foresters. It would certainly meet with resistance from some of the interested parties
who worked hard to get the categories established in thefirst place. But the fact that the
ideaisraised frequently suggests some basic imbalancein the funding for Cooperative
Forestry programs or in the formulas used to all ocate fundsto the states. It also raises
guestions about the degree to which long-standing programs continue to be based on the
basic rationalesfor federal fundi ng of these programs. The Forest Serviceisresponsible
for making surethat the Cooperative Forestry programs meet the basic rationalesfor use
of federal funds and do so through the proper federal rolesidentified for these programs
in Section 11 of this report.

Streamlining operationswould be aimed at reducing Forest Service administrative
coststo make more of the Cooperative Forestry fundsavailableto the states. Thisreport
presents no clear model for reducing such costs. Placing alimit on the proportion of
appropriated funds that can be used for administrative costsisapossibility. The 1936
Smith-Lever Act limits overhead costs to four percent of the appropriations for the
Cooperative Research Education and Extension Service. Differencesbetweenthewayin
which this program and Cooperative Forestry operate suggest that afour-percent limit
would betoo draconian asalimit for Cooperative Forestry. Forest Service administrative
costsmay increase, rather than decrease, as program compl exi ty increasesin responseto
changing needs. Administrative costs (transaction costs) arelikely to be high to provide
for negotiating between national and state goals or setting performance standards that
reflect theinherent differences in on-the-ground conditions. Nevertheless, some less
stringent cap on administrative costs would be worth considering.

Option 3: Provide Cooperative Forestry program block grantsto each major region of the
U.S., with allocations to states determined by annual agreements between the Forest
Service and the State Foresters (i.e., avariation on the “focused funding” approach).

Under thisapproach, the pooling of Cooperative Forestry grant fundsinto block
grants would take place at the regional level. The allocation to specific programs and
projects would be based on consensus agreements between the Forest Service and the
statesin each region. Thiscould bedoneeither for all of the Cooperative Forestry funds
allocated to each region, or for aportion of them. Inthe latter case, aportion of theblock
grantsto each region could be made avail abl e to the states based on formulasthat would
assurethat each state receive abase all ocation to support and encourage continuation of
the state’ srole in these programs.

This option would provide considerable flexibility for addressing regional or
multi-state issues, at |east to the extent that agreement could be reached with the State
Foresters on allocating funds in each major region. The extent to which it would meet
the criteriafor federal programsoutlined in Section 111 of thisreport and at the sametime
addressthe concerns of State Forestersthat | ed to the report would be determined by the
details of its administration. The allocation of funds among the regions, and the
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flexibility givento the statesin further determining the usesto which it will be put, are
matters that would have to be decided.

The basis for allocating Cooperative Forestry funds as block grants among the
regions must be considered, along wi th thearbitrariness of regional boundariesinrelation
to forest issues. One plausible approach would be to base allocations on the area of
private or nonfederal forest ownership. Thiswould indicate allocations of 32 percent to
the North, 40 percent to the South, and 28 percent to the West. Based on the current
Forest Service organization of State and Private Forestry functions, whichintheWest are
tied to the National Forest System regional offices, the allocation to the West would be
further divided among the six regional offices. Thiswould limit theflexibility of using
regional Cooperative Forestry block grantsto address multi-stateissues. Consolidating
Cooperative Forestry fundsfor the six western regionsin asingle block grant to anew
region for the entire West would add flexibility and reduce Forest Service administrative
costs.

Option 4: Provide Cooperative Forestry program block grantsto each State Forester, the
amount granted to be determined by formula. Each State Forester would be given
considerablelatitudeto set priorities and shift funds among various Cooperative Forestry
program areas.

Shifting administration of Cooperative Forestry programsto ablock grant system
would be amajor change from the present arrangements. It would require new ways of
assuring some minimum level of accountability for meeting program goals in various
laws. Shifting away from categorical program grantsimplies greater accountability for
end results and giving less attention to detail ed accounting for inputs. Decisionswould
also have to be made on what parts of the overall set of Cooperative Forestry programs
would beincluded in block grants. For example, would the Forest L egacy program be
included and, if so, what criteriawould be used forallocating funds to the various states?
In addition, would congressional, and perhaps administrative, earmarks be taken off the
top before block grants are allocated?

Under ablock grant system for Cooperative Forestry, pressure on the statesfor
using these federal funds to address multi-state or other nationally significant issues
would be minimal. Such current programs as the Chesapeake Bay Program and the
National Agroforestry Center might suffer. Attention to innovative programs could
suffer to the extent that direct federal involvement is a spur to trying new approaches,
such as the “focused funding” approach developed in the Northeastern area. The
downside of bringing government “ closer to the people” through block grants may bea
loss of the attention given to issuesthat are simply bigger than the interests of asingle
state. Thisloss, of course, could be addressed by including provisionsin ablock grant
system to give specific attention to such matters.
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VIIl. FINDINGS

In providing fundsfor Cooperative Forestry, Congress responds to budget
requests forwarded from the Forest Service through the Department of Agricultureand
the Office of Management and Budget. It also responds to requests from the various
interestsin these programs, including the states and nongovernmental interests. Inrecent
decades, funding has increased slowly for those parts of the Cooperative Forestry
program aimed at improving practices on nonindustrial private forests and for rural
development. The introduction of new programs over the last few decades, such as
Urban and Community Forestry and Forest L egacy, reflects the influence of growing
constituencies for these programs. While there is often no clear indication of the
effectiveness of thetraditional programs, there appearsto be an increasing awareness of
the relationship between emerging constituenciesfor new programs and the potential for
growth in funding for the overall Cooperative Forestry program. Taking advantage of
this relationship to build new and responsive programs will require flexibility and
innovation on the part of both federal and state forestry agencies, as well as political
|eadership.

Commonly assumed is that categorical program and criteria-based formula
funding allocations to states areineffective and that block grants would reduce federal
overhead, decrease administrative direction and costs, and provide states with more
money and greater latitude in allocating Cooperative Forestry funds. These assumptions,
in large measure, prompted thisreview. These concerns, along with aconsideration of
the history of Cooperative Forestry programs and an analysis of background issues, have
led to the following findings.

1. Thefederal mission in Cooperative Forestry isto promote sustainable use,
management, and protection of forest and related resour ceson private lands.

Thismission is pursued through cooperation with the statesby: providing leading-
edgetechnical expertise; helping build strong state forestry programs; strengthening the
economic health of communities; providing targeted financial assistance; reducing
federal expendituresthrough preventive measures; monitoring trendsin sustainability on
all forestlands; and serving asan information clearinghouse. These statements of misson
and federal rolesfor the overall Cooperative Forestry program should be the foundation
for funding all elements of the program and for initiating effective funding linkages
between federal and state governments.

2. Regional variability in forest resources, ownership, and programsis formidable
and presentsa very real challengeto accomplishing the federal rolein these
forests. Innovative ingtitutions and organizations are required to accommodate
thisvariability.
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Federal and state administrators of the existing Cooperative Forestry programs
now have considerable flexibility in directing program resources at priority issues.
Changing the method of allocation of fundsto the states by replacing the existing method
with block grants to the State Foresters would provide little additional flexibility in
addressing priority issues beyond that which already exists, if federal and state
administrators chooseto usethelatitude afforded to them. The Northeastern Area Office
has taken advantage of thisflexibility to agreater degreethan intherest of the country.
Funds have been shifted among the states and programsto recognize differing priorities,
although always with the agreement of the State Foresters. Using thisflexibility isa
viable alternative to using block grants or other means of distributing funds.

Innovation in funding arrangements requires support, encouragement, and strong
leadership from the National Headquarters of S& PF, as well as from the Chief of the
Forest Service and the Undersecretary of Agriculture. One might concludethat thishas
not always been the case and that such was afactor leading to the congressional request
for thisreview and consideration of block grants. Leadership encouragement of
innovative approachesfor al locating fundsis needed to help maintain and strengthen the
strong relationship between the Forest Service and the State Foresters.

3. Federal and state government organizational and administrative reationships
regarding Cooper ative Forestry has proven to be productive over many years.

The relationship between State and Private Forestry and the states, which have
been represented mainly by the State Foresters, has devel oped over many years and has
had notable successes. The Cooperative Fire Protection program has been enormously
effective (MacCleery 1995). The relationship has helped to create and strengthen the
state forestry programs, including those that provide assistance to private landowners.
These programs together constitute a classic case of federalism with the federal
government and the states working cooperatively for the common good. Partly asaresult
of involvement and prompting by the Forest Service, most states now have their own
strong forestry programs.

Whileoverall state and federal programsand administering agenciesaffecting the
management of private forests have grown both in number and impact, the specific
cooperative arrangements between the Forest Service and State Foresters continue to
provide auseful avenue for addressing t he common needs of the two government levels.
Thisrelationship should be continued even as an ever-growing range of concerns and
approaches to management of private forests is addressed. Both the federal and state
forestry agencies should take advantage of therelationshipsthat have been built over the
years.

4. New and innovative approachesto federal-state relationships for Cooperative
Forestry programs are needed to meet changing resour ce and human needs.
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The basic structure of the federal -state relationship for Cooperative Forestry
programs needs to be modified and strengthened to reflect new and changing program
needs. Asthe variety and scope of management and regulatory programs affecting
private forests have grown, the scope of and funding for Cooperative Forestry programs
hasremained essentially static. Flexibility in Cooperative Forestry programsat the state
level isneeded to respond to these changes. But without adequate funding and the ability
to recognize and respond to the specific needsin each state, the State Forestersare often
limited in their capabilities

At least two major tensionscall for changein federal -state funding relationships,
brought about by the changing climate for these programs. One is the expressed
dissatisfaction with the limited funding of the overall Cooperative Forestry programs.
The other is the apparent lack of flexibility in directing the available funds at what are
seen by either the Forest Service administrators or the State Foresters as the most
important problems. These are valid concerns that limit the effectiveness of the
Cooperative Forestry program. Simply changing the method of allocating fundsto the
stateswill not satisfactorily meet the need to devel op program approachesto deal with
new and shifting issues involving private forests.

Administrative and organizational approaches to federal -state relationships for
Cooperative Forestry programs should at aminimum foster: administrative flexibility,
program adaptability, efficiency and effectiveness, accountability, multi-state
cooperation, program growth, constituency support, and leveraging of state- andlocal -
level capacity. Cooperative Forestry programs, in concert with all federal programs,
should be judged by their ability to satisfy these administrative criteriain addition to
fulfilling one or moreresponsiblefederal roles. These are necessary, but not sufficient,
criteriafor evaluating Cooperative Forestry programs. Block grants for Cooperative
Forestry programs can perhaps satisfy one or more of these criteria, but do not address
the matter of federal roles. Accountability for using federal fundsin support of these
federal roles can be designed into the programs whether they are administered as block
grants or categorical grants.

5. Block grantsasa means of linking federal and state gover nments would be of
limited help in saving administrative costs associated with Cooper ative Forestry
programs.

Federal administrative costsfor Cooperative Forestry programslikely would be
reduced if fundsweredistributed to the statesin consolidated block grants, but it appears
that state administrative costs would rise. Implementing the Cooperative Forestry
program requirestechnical expertise and this makes up much of the administrative costs
whether the program isadministered mainly at the federal or statelevel. Initsreview of
theresultsof variousblock grantsto the states during the 1980s, the General Accounting
Office found that federal administrative costsfell, although state administrative costs
rose. Accountability for program expenditures is necessary whether it is the

Pinchot Institute for Conservation 28



responsibility of federal or state officials. By itself, changingto asystem of block grants
in place of categorical grantsfor Cooperative Forestry programswill not necessarily lead
the states toward greater program flexibility and innovative approaches.

Innovation itself isaslikely to come from the states asfrom the Forest Service.
Providing the flexibility to use funds to explore new approachesis one of the keysto
innovation. Block grants, the“focused funding” approach used by the Northeastern Area
of S& PF, and approaches used by EPA and other agencies are modelsfor consideration.
In the end, none are likely to be effective without strong leadership and a solid
commitment to innovation by program administrators that can build on the historic
relationship between the Forest Service and the State Foresters.

6. Earmarking some Cooper ative Forestry funds (Congressional and
administrative) hasimplicationsfor the allocation of the remainder of the
Cooper ative Forestry funds.

The practice of earmarking aportion of thetotal Cooperative Forestry fundsfor
specific projectsisincreasing and has implications for program administration and
efficiency. Earmarking isbeing used both by Congress and by the agency in responseto
pressure from organized interests, and islikely to continue to be used aslong as public
officialsseeit asbeingintheir interest. Whilethe earmarksthemselvesusually reflect
some expression of publicinterest, some State Foresters perceive earmarksasreducing
the pool of funds available for allocation through the normal processes, reducing the
effectiveness of allocation criteria, and exacerbating the effect of taking overhead costs
off thetop of the remaining pool of funds. If earmarking by Congressor the agency takes
place after the total level of funding has been set, it could reduce the funds | eft for
allocation to regular programs. But if the earmarks comein after the level of regular
funds has been set, they could |ead to administrative costs for the additional funds
without provision to cover them and, thus, to an effective reduction in program funds
allocated to the states. It appears that the spate of earmarks in the FY 2001
appropriationscamein after thelevel of regular Cooperative Forestry appropriations had
been set.

7. Existing Cooper ative Forestry programs should be maintained and, as
appropriate, expanded to accomplish the national interest in privatefor ests.

Although current Cooperative Forestry programs are not reaching their full
potential, duelargely to inadequate funding, to abolish them could disrupt relationships
between the Forest Service and the states and would seriously jeopardize the results of
investments previously made (for example, tree planting and fire protection measures).
Cooperative Forestry programsoriginally grew out of the desireto prompt the statesto
recognizethesignificance of privateforestsand to take action to correct problemswith
wildfires and poor management. The success of this approach is shown by the greatly
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improved condition of these forests. What is needed now isarecognition that both the
times and the nature of the problems have changed. Thefederal role should again be one
of prompting and helping the states with new and innovative approaches to deal with
emerging i ssues.

The scope of existing authorities for these programsis broad enough to allow
creative approachesto be adopted to address changing needs. Thenew allocation criteria
for Cooperative Forestry funds, which wererecently adopted by the Forest Service and
the states, may help in thisregard. But more attention to responding to new situations
and needs is needed.

8. New constituenciesfor Cooper ative Forestry programswill be necessary if
federal and state government program and funding linkages areto thrive.

Federal programs exist because they have constituenciesthat support them. State
Forestersnot only are amajor constituency for Cooperative Forestry programs, but they
are also major agents of delivery of the programs. The Forest Service and the State
Foresters must work constantly, in the face of pressures to drop these programs, to
cement the cooperative spirit that has driven them since 1924. For its part, the Forest
Service must not be so distracted by thelure of new constituenciesthat it letsthese long-
standing relationships lapse. For their part, the State Foresters should not threaten the
alliance because of the temptation of afew morefederal dollars. Working together, the
Forest Service and the State Foresters must efficiently manage Cooperative Forestry
programs, using existing program flexibility to meet the historic and newly evolving
conservation needs on the ground. Together, they need to reach out to emerging
constituencies and seek out other cooperators that want to share in the mission of
Cooperative Forestry.

Pinchot Institute for Conservation 30



IX. RECOMMENDATIONS

Inatimewhen thereisstrong pressure for devolution of responsibilitiesfromthe
federal government to the states, the Forest Service needsto define aclear rolefor its
Cooperative Forestry program that will justify its continuance. The panel believesthis
role must be based on the broad rationalesfor federal involvement in domestic programs.
Three such roles are: 1) prompting states and other partners to address questions that
require new approaches, 2) prompting cooperation among states, especially on issuesthat
cut across state lines, and 3) providing information that cuts across statelines. None of
these roleswould be adequately served by devolution of program responsibilitiesto the
state through block grants of Cooperative Forestry funds. The following
recommendations are offered for Forest Service consideration:

1. Fully exercisetheflexibility that already existsto allocate Cooper ative Forestry
funds.

Authoritiesfor the Cooperative Forestry program already allow the Forest Service
considerableflexibility in allocating funds among program activities, whichisoneof the
goalsof using ablock grantsapproach. Thisflexibility hasbeen used to advantagein the
Northeastern Area State and Private Forestry programs and could be morefully utilized
in other regions to strengthen the Cooperative Forestry programs.

Where existing authority to move funds between programsisunclear, it should be
clarified. Variousmeansof providing flexibility in Cooperative Forestry programs(in
addition to the “focused funding” approach) need to beinitiated. Thiswill require
authority (and subsequent exercise of leadership) to shift categorical grants among
programs and states so as to do a better job of addressing specific state priorities (for
example, urban forestry and technical assistance funds have been “traded” between two
statesto reflect the needs of each). These shifts should be consistent with Congressional
directives and accomplished in an open process.

TheNortheastern Area“focused funding” approach allocates five percent of the
total Cooperative Forestry, fire, and forest health to states based on rulesthat have been
set by agreement between the Forest Service and thetwenty State Forestersin the region.
Salient points of the approach include alimit on the fundsthat can go to any one project,
setting priorities among project proposal's, and gaining consensus agreement for each
project by the Forest Service and the State Foresters.

2. Develop new program and funding initiativesin the Cooper ative Forestry area
to address emerging and innovative action needs.

Newer initiativeswithin the overall Cooperative Forestry program, such asUrban
and Community Forestry and Forest L egacy, are areflection of strong support by interest
groups and seem to have originated outside the Forest Service. Neither the Urban and
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Community Forestry program nor the Forest L egacy program appearsto have diverted
funding that might otherwise have gone to the other Cooperative Forestry programs.

If the Forest Service wantsincreased funding for the overall Cooperative Forestry
program, new initiatives that respond to changing needs and can gain support from new
constituenciesare needed. Flexibility inallocating current funds, such asthat provided
by the“focused funding” approach used inthe Northeastern Area, can be used to test and
develop new initiatives supported by the State Foresters. Beyond that, however, attention
needsto be given to opening the doorsto new constituencies and issuesin which they are
interested.

Various proposals for new initiatives have been raised internally in the Forest
Service, but there has al so been anotable lack of follow through. It appearsthat thereis
no lack of ideasfor improving and expanding Cooperative Forestry programs. But there
isan apparent inability to coal esce constituenciesthat arewilling to support theseideasin
Congress. Such an “open door” policy for new ideas could strengthen the place of
Cooperative Forestry within the Forest Service and be a magnet for building a strong
staff.

3. Direct asignificant allocation (20-40%) of the Cooper ative Forestry fundsin
each of thethree major regionsto (a) truly regional and multi-state proj ects, and
(b) truly innovative programs.

At least twenty to forty percent of thetotal Cooperative Forestry fundsallocated
to each region, after allowance has been made for Forest Service overhead, should be
directed to multi-state projects and innovative, cutting-edge projects. Takentogether, a
significant part of thetotal Cooperative Forestry fundswould be allocated to projectsthat
satisfy important federal roles for domestic programs. The projects would only be
undertaken with the full agreement of the State Forestersin each region, and if they are
consistent with region-wide and state-wide strategic plans for Cooperative Forestry
programs.

Itisimportant that a portion of thetotal funds be designated to meet regional and
multi-state project needs. Thiswill provide positive direction to program administrators
to giveattention to projectsthat are directed at an important federal rolewithout limiting
the role of the statesin directing funds at projects that also meet state needs. Gaining
consensus agreement among the State Forestersfor such projectswill also help assure
that the projects are directed at important concerns.

A portion of thetotal funds should also go to innovative projectsthat entail risks
that are unlikely to be addressed with state funds. Thisrecommendation would require
that the Forest Service and the states agree on what constitutes innovation in Cooperative
Forestry programs. Standards should be set high enough to encourage development of
ideasthat can be duplicated el sewhere and should address emerging i ssues such ashow to
encourage maintenance of biodiversity in privateforests. Allocatingthislimited portion
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of Cooperative Forestry funds to innovative projects will still allow states that have a
need for federal funds to support administration of their state cooperative forestry
programs to use the undesignated part of their allocation for this purpose.

4. Organize administration of State and Private Forestry at theregional leve into
three major regions (East, West, and South), each with aregional administrator
that islocated separately from National Forest System offices.

The current organization of S& PF programs within the Forest Serviceis
anomalous and limitsflexibility in the Cooperative Forestry program. The Northeastern
Area, which has devel oped an effective overall regional Cooperative Forestry program, is
the only regional officethat isnot organizationally responsibleto aregional head of other
Forest Service programs. The directors of S& PF programsin all other parts of the
country report through and presumably receive direction from aregional forester whose
major efforts are directed at management of the national forests. This organizational
approach significantly weakens the federal role in Cooperative Forestry programs,
especially with respect to addressing regional and multi-state issues.

In the West, the S& PF directors serve within seven different Forest Service
regions. Therole of Cooperative Forestry programswithin the Forest Service and with
the State Forestersin the West would be enhanced if there were asingle S& PF region for
this multi-state section of the country, just asthere is now for the Northeast and the
South. Such areorganization of S& PF responsibilitieswould facilitate responding to the
federal roleinregional and multi-stateissues. Separating Cooperative Forestry and the
other S& PF programsfrom the dominance of national forest issuesin the Forest Service
by having ageographically separate headquarterswould al so enhancethe public visibility
of these programs. Thiswould also add to the stature of S& PF and Cooperative Forestry
within the Forest Service and help in attracting innovative staff.

New responsibilities assigned to State and Private Forestry for implementing the
National Fire Plan will dominate the planning for the overall S& PF program in the near
future. Nevertheless, the creation of three equal S& PF regions with the full range of
S& PF responsibilities should not be delayed. The benefitswill be great for the whole
range of S& PF programs in both the short term and long term.

5. Edablish a“clearing house” function within State and Private Forestry at the
national level for other federal and state programsrelated to private foreststo
facilitate funding innovative and multi-state programs.

The effectiveness of Cooperative Forestry programs has been increasingly
hampered by the growing number of federal and state government agencies and programs
with someimpact on management of privateforests. Thisisprobably most confusingto
the ownersof privateforests, but it isalso aproblem for both federal and state program
administrators. However, keeping track of program developmentsand providing regular
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reports to aid administrators and the public is afunction that seems to have been
overlooked.

A “clearing house” function for programs that impact private forests should be
assigned to State and Private Forestry. Among other effects, such aclearinghouse would
enhancethe effectiveness of Cooperative Forestry programsin defining and pursuing the
federal rolesin management of theseforests. It would also aid S& PF in its cooperative
work with the states.

6. Provideinformation to improve assessments of the effects of current and
alter native ways of allocating Cooper ative Forestry funds and of addressing
important issuesinvolving private for ests.

The paucity of substantive assessments of the extent and character of emerging
issuesfor private forests and the potential effects of Cooperative Forestry programsthat
could addresstheseissuesisalarming. Examples of such issues are the fragmentation of
private forests and the assumed loss of biodiversity in privateforests. Inboth casesthe
data needed to make adequate assessments of the issues are generally lacking.
Responsibility for assuring that such data are devel oped, and for building the necessary
constituency, lieswith State and Private Forestry working in conjunction with the State
Foresters as well as with Forest Service research.

In addition to basic data on resource conditions and trends, information is needed
on the potential effects of actions that could be taken to address such issues. Theissues
facing Cooperative Forestry are among the most challenging facing the Forest Service.
Such information should go well beyond that needed to meet the requirements of the
Government Performance and Results Act, which are aimed at measuring results of
programsin place.

These six recommendations go beyond a simple evaluation of the merits and
drawbacks of administering Cooperative Forestry programsthrough block grantsto the
states. Theissuesin funding Cooperative Forestry programs are complex and the
opportunitiesfor better serving the public are great. The panel intendsfor thisreport to
challengethe Forest Service and the State Forestersto be open to these opportunitiesand
innovative in their responses.
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APPENDIX A
Cooper ative Forestry Programs and Related Programs

Forest Stewardship Program

The Forest Stewardship Program line item funds arange of activities authorized
within two sections of the Cooperative Forestry Assistance Act. Section 2103a, “Forest
Stewardship Program,” is intended to encourage the long-term stewardship of
nonindustrial private forestlands by assisting landownersto more actively manage their
forestsand related resources. Much of thefunding allocated for thisprogramisused for
preparing conceptual multi-resource management plans for nonindustrial private
forestlands. Fundsare also used to support workshops, publications, and other activities
that inform landowners about forest stewardship.

Under section 2103, “Rural Forestry Assistance,” the Forest Service provides
assistance to State Foresters or equivalent officials to provide financial and technical
assistance to ar ange of entitiesto accomplish avariety of objectives, including protecting
and enhancing forestlands, wildlife species, and recreational opportunities aswell as
provide technical assistance to landowners on forest management practices.

Fundsare provided to all fifty states based upon allocation criteriathat include the
number of nonindustrial private forest ownersand acresin each state aswell asprogram
accomplishments. Most of thefunding isused to support state forestry personnel and/or
privateforestry consultants who deliver technical assistanceto landowners. The states
implement their program by interacting directly with landowners and managers, or by
referring their clientsto professional forestry consultants (consultants accounted for 10%
of the assistance provided to landowners). Some statesalso hirefull or part-timewildlife
managersto share their expertise with foresters and/or landowners. States must match
each federal dollar received.

Results and outcomes are monitored annually and include: the number of forest
stewardship plans and acres accomplished each year, the number (and acres) of practice
plans accomplished, the number of technical assists to landowners, and the gender,
race/ethnicity and disability status of program participants. Asreported by the Forest
Service in an Accomplishment Report for Fiscal Y ear 1999 (USFS 2000b), the states
reported that through FY 99, 42.4 million acres were under management strategies that
werevoluntarily designed by over 542,000 landowners. The average parcel sizewas 78
acres. The number of acres under management is 12% of the eligible base. Thefederal,
state, and consultant experience provided to landownersin FY 99 equaled 235,000
significant assists.

Forest L egacy Program

The Forest Legacy Program (FL P) addressesissues of forest fragmentation and
loss of forest landscapes. The goal of the program is to conserve resource values of
forestland, emphasizing lands of regional and national significance that are threatened
with conversion to non-forest uses. The program utilizes conservation easementsor fee
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simple purchases to accomplish program objectives. The FLP line item funds the
activities authorized under Section 7 of the Cooperative Forestry Assistance Act.

The FLP involves a partnership between State and Private Forestry, National
Forests, State Foresters, local governments, land trusts and interested landowners to
conservethese environmentally important forests. The FL P assuresthat both traditional
uses of private lands and the public values of America's forests are protected on
thousands of acresfor future generations. It provides a mechanism to protect critical
wildlife habitat, conserve watershed functions, and maintain recreation opportunities.
Participating states, territories, or local governmentsin cooperation with states, can use
FLP grant funds to acquire land, or interestsin land, and hold title in their name.

Funds are provided to Forest Service regions, which make grants to the
participating states wishing to exercise the state grant option. The vast majority of the
funds are used for purchase of conservation easementsor fee simpletitle. Project funds
are split into two categories. Thefirst isused to sustain aminimum viable programin
each active state; the second category isfor major projects as nominated by the statesand
recommended by the Forest Serviceregions. States, or other nonfederal sources, must
match each federal dollar received, with thefederal share no morethan 75% of the total
program costs.

Results and outcomes are monitored annually and include: the number of Forest
L egacy cases and acres accomplished each year and the number of Assessment of Need
(AON) plans completed by states and approved by the USDA Secretary. As of April
2000, twenty-two states and territories are active in the FLP, meaning that their AON
plans are either completed or are pending approval. Several other states are either
developing plans for approval or are considering beginning the planning process. The
Forest L egacy acquisition projectsthat were completed from 1993 through April 2000
total 111,290 acres.

Urban and Community Forestry Program

The Urban and Community Forestry (U& CF) Program lineitem fundsarange of
activitiesauthorized under Section 9 of the Cooperative Forestry Assistance Act. Under
Section 9, the Forest Service provides funding to State Foresters or equivalent state
officialsto providefinancial and technical assistanceto unitsof local government, non-
governmental organizations, and others (including non profits) to encourage cooperative
effortsto plan urban forestry programs and to plant, protect, and maintain trees, forests,
and rel ated green space (open spaces, greenbelts, roadside screens, parks, woodlands, and
residential developmentsin urban areas).

The program is designed to:

1) Assist urban areas and communitiesin conducting inventories and assessments of
the extent, composition, and health of their urban forest resources;

2) Assist inorganizing and conducting urban and community forestry programsand
projects,
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3) Improve education and technical support to communitiesand volunteer groupsin
a) selecting tree speciesfor planting in urban and community environments and
for promoting the conservation of energy, b) providingfor proper tree planting,
mai ntenance, and protection, ¢) protecting individual treesand preserving existing
open spaces, and d) identifying opportunities for expanding tree cover in cities
and communities;

4) Assist inthe development of management plansto carefor trees and associated
resources in cities and communities; and

5) Increase public understanding of the energy conservation, economic, social,
environmental, and psychological values of trees and open space in urban and
community environments and expand knowledge of the ecological relationships
and benefits of trees and related resources in these environments.

Fundsare providedto all fifty states, thelslands, Trust Territories, and the District
of Columbia based upon allocation criteriaincluding, among others, population size,
acresof urban and built up land, number of communities, and housing starts. Most of the
funding goesto support state technical assistance positions. Many states al so sub-granta
portion of the funds they receive to units of local government and non-governmental
volunteer urban forestry organizations working at the community level. States areto
match each federal dollar received. However, states may use a consolidated payments
approach in meeting their matching requirements (most often overmatch that isused are
state funds used for fire control).

Outcomes and accomplishments are monitored annually and include the number
of communitiesassisted, state progressin moving communitiestowards sustai nable urban
forestry programs, the percent of fundsthat are granted to units of local government and
others, volunteer hours generated in support of local programs, and technical assiststo
underserved communities.

States haveidentified 27,952 communities, out of apossible 40,000 communities,
wherethey feel itisfeasibleto develop acommunity-based program (USFS 2000b). In
1970, the number of communities that had U& CF programs was approximately 1,200.
Duein part to the 1990 Farm Bill, which offered a coordinated approach to state
assistance, there are now 10,663 communities that are active in the program (USFS
2000b).

Economic Action Program

The Economic Action Program (EAP) consistsof four program componentsand a
variety of special projectsfunded by Congressevery year. Only one of the components,
Rural Development, currently involves transferring funds to the states. Only those
stateswhose State Forester choosesto participate currently receive funds, and thereisno
allocation criterion that presently considers states. There are also many other
communities, community groups and non-profit organizations, including USDA’s
Resource Conservation and Development Councils, which receive funds from Forest
Service Regions in connection with delivering the Rural Development Program.
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Forest Service Authorities for carrying out this program arise from recent
Appropriations Acts along with general USDA authoritiesin Rural Development, and
other federal authoritiesdel egated to the Forest Service. Rural Development isagrants
program carried out under Washington Office oversight and review, and within nationally
established policy parameters.

The Washington Office provides information, technical assistance, training,
national coordination, specific guidance and oversight based on Congressional intent;
establishes and carries out Regional allocation criteriabased on community needs and
forest cover (not necessarily state-related objectives), and performance measures and
reporting mechanismes; providesinformation to Congressabout specific program delivery
and results; and answers Congressional inquiries.

The remaining three program components do not distribute any funds to the
states. Economic Recovery (ER)isnot carried out by states, asit isspecifically targeted
to redeem the federal responsibility to eligible communities adversely impacted by
federal land management decisions. ER provides salary and administrative costs to
National Foreststo enablethem to work with communities and hel p them organize, plan
and act to diversify their economic base. Only communitiesthat meet certain eligibility
requirements, specified in the law, such as being adversely impacted by federal land
management policies, can participate. Forest Products Conservation and Recycling
(FPC& R) providestechnical assistance, training, coordination, technology transfer and
demonstration through federal specialists located in or under contract with Regional
Offices, and two federal centers of excellence in marketing and utilization: Wood
Education and Resource Center, Princeton, WV and the Technical Marketing Unit at
Madison, WI. Wood in Transportation supports the National Wood in Transportation
Information Center (NWITIC) in Morgantown, WV and funds a national wood-in-
transportation cost-share program that is administered from the NWITIC. The program
provides up to 50% cost-share to qualifying projectsthat utilize local wood speciesin
bridges, sound barriers, rail lines, etc. No funds are currently transferred to states.

During FY 99, EAP reached almost 400 new rural communities (USFS 2000b).
This outreach was in conjunction with the on-going work with the 3,000 communities
that the Forest Service has already established a working relationship on economic
sustainability. The agency and its partners, State Foresters, were involved with 366
Community Action Teams that categorized community resources (USFS 2000b).

The Forest Based Economic Development Committee of the National Association
of State Forestersactively searchesfor waysthat State Foresters can play an influential
rolein meeting the needs of rural communities. State Forestersoffer technical assistance,
grant writing assistance, and technology transfer. The Communities Committee of the
Seventh American Forest Congress of 1996 provides an ongoing national forum to
connect local grassroots efforts to national policy and decision-making.
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Stewardship I ncentives Program

The Stewardship Incentives Program (SIP) provides cost sharing assistance to
nonindustrial private landowners to implement multi-resource management practices.
The financial incentives provided through SIP help landowners produce forest-based
goods and services of public value, such as timber, improved water quality, wildlife
habitat, and recreation opportunities. Congress has not provided fundsfor the program
since FY 98.

Pacific Northwest Assistance Program

The Pacific Northwest Assistance Program provides assistance to help
communities in the Pacific Northwest adversely affected by reduced federal timber
harveststo diversify and strengthen their economiesthrough the devel opment of value-
added wood products manufacturing enterprises as well as short-range and long-range
economic diversification strategies.

Related Programs

There are several other programs administered within the Department of
Agriculture that address ownership of nonfederal forestland. The following are afew
examples, but should not be considered an exhaustive list.

FIP: The Forestry Incentives Program (FIP) was created by Congressin the
mid 1970s and assigned to the Agricultural Stabilization and Conservation Service, which
also handled financing of the Agricultural Conservation Program which provided
assistanceto farmersand ranchers. Both programs provided cost-sharing assistance to
landowners for installing conservation measures on their lands. In the case of FIP the
government pays 65% of project costs and the landowner paystheremainder. FIP was
transferred to the Natural Resources Conservation Service (NRCS) in 1995, and the
program was reauthorized in 1996 until 2002.

Funds for FIP are allocated through state technical committees under the
leadership of the State Foresters. Money for the FIP program is made available through
the Appropriations Subcommittees on Agriculture, while Cooperative Forestry Programs
get their funds through the A ppropriations Subcommittees on Interior and Related
Agencies.

The Cooperative Forestry programs closely parallel on privately owned
forestlands the work that NRCS provides for farmland soil and water conservation. A
major differenceisthat NRCS operates at ground level with itsown personnel, whilethe
Forest Servicereaches|landowners and communitieslargely through the State Foresters.
Just as farmers do, woodland owners hope to make a margin of profit from the
investmentsthey makein their lands, and they can make important public contributions
to the overall health of critical landscapes.

EQIP: In the 1996 Farm Bill, Congress authorized the Environmental Quality
I ncentives Program (EQI P) to replace many of the soil and water conservation
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programs of the Department of Agriculture. Providing educational, technical and
financial assistance, EQIP activities usually include the making of afarm or ranch plan.
Decisions on where funding should be placed arelargely determined by local committees
formed by the Soil and Water Conservation Districts. Administered by NRCS, EQIPis
organized much like the Cooperative Forestry programs, with the State Foresters and
their professional representatives making the decisionstogether with local landownersin
an unobtrusive and voluntary form of land use planning.

Funding for EQIP is allocated based on proposals submitted to each state
conservationist, based on the advice of a state technical committee. The technical
committeeiscomprised of ateam of conservation representatives at the statelevel. At
least 65% of the state’ stotal fund allocationsareto go to thetargeted areas, while 15% of
the money is sent to address statewide natural resource concerns.

CSREES. The Cooperative State Resear ch, Education, and Extension
Service (CSREES) is a bridge between the education and research programs of the
Department of Agriculture. The mission of CSREES isto provide aglobal system of
research, extension and higher education in thefood and agricultural sciencesand related
environmental and human sciencesto benefit people, communities, and the Nation. The
CSREES mission emphasi zes partnerships with the public and private sectors to
maximize the effectiveness of limited resources. CSREES programs increase and
provide accessto scientific knowledge; strengthen the capabilities of |and-grant and other
institutions in research, extension and higher education; increase access to and use of
improved communication and network systems; and promote i nformed decision making
by producers, families, communities, and other customers.
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APPENDIX B
Cooperative Forestry Appropriations, FY 1991 — FY 2001
(Dollarsin Thousands)

Programs FY 1991 | FY 1992 | FY 1993 | FY 1994 | FY 1995 | FY 1996 | FY 1997 | FY 1998 | FY 1999 | FY 2000 | FY 2001
Forest Stewardship 22,583 23,934 23,281 25,791 25908 23,378 23,378 23,880, 28,830 29,833 39,766
Stewardship Incentives 19,894 751 17,847 17,932 18,283 4,500 4,500 6,500 0 0 0
Forest Legacy 0 4,938 9,915 6,948 0 3,000 2,0000 4,000 7,012 29,933 59,868
Urban and Community Forestry 21,074 23,812 24,787 27,0000 28,310 25,454 25505 26,750, 30,540 30,896 35,642
Economic Action Programs 8,168] 13,250 12,954 15,545 16,0200 14,517 17,150 11,465 17,305 20,198 64,471
PNW Assistance Program 1,990 1,975 1,487 16,410 17,066| 16,012 16,762 15,000 9,000 7,856 9,579
Forest Resource

Information &Analysis 4,989
Cooperative Forestry 73,709 68,660 90,271 109,626 105,587 86,861 89,295 87,595 92,687 118,716 214,315




APPENDIX C

Cooperative Forestry Appropriations, FY 2001 (Non-emergency Funds Only)
(Dollarsin Thousands)

FY 2000 FY 2001
**December 1, 2000 *** PRESIDENT'S HOUSE SENATE
ENACTED BUDGET MARKUP MARKUP ENACTED
Forest Stewardship Program 29,833 29,407 31,454 30,454 32,782
{NYC Watershed Enhancement} {300} {250} {500} {0}] {499}
{Chesapeake Bay Program} {500} {225} {500} {500} {499}
{Assistance for Landowners in Utah} {0} {0} {0} {200} {200}
{WA Forest Stewardship Program} {0} {0}] {0} {450} {449}
{Coop Study NY/NJ Highlands Area} * {0} {0} {0} {0} {748}
Stewardship I ncentives Program
0 3,250 0 0| 0
Forest Legacy Program 29,933 59,768 10,000 30,000 29,934
{Ossippee Mountains, NH} {0} {0} {0} {1,400 {1,397}
{Great Mountains, CT} {0} {0} {0} {0} {1,996}
{West Branch, ME} {0} {0} {0} {0} {1,996}
Urban and Community Forestry 30,896 39,471 31,521 31,021 31,651
{NE PA Community Forestry} {300} {0} {250} {0} {249}
{URP Bill Language} {2,000} {2,000} Moratorium {O}] Moratorium
{Forest Park Restoration Project MO} {0} {0}] {0} {1,000 {499}
{Chicago Wilderness Program} {700} {250} {0} {700} {768}
{Salt Lake City Olympic Tree Program} {500} {O}] {0} {O}] {0}
Economic Action Programs 20,198 17,267, 14,246 23,486 30,269
Economic Recovery 4,922 3,892 3,652 3,892 3,634
{Four Corners Sustainable Forestry Initiative} {500} {250} {500} {250} {0}
{Graham County, NC. Economic Plan} {0} {0}] {10} {0} {0}
Rural Development 5,445 3,073 4,992 5,192 4,682,
{NE/Midwest Area} {3,000} {381} {2,000} {2,500} {2,500}
{Four Corners Sustainable Forestry Initiative} {500} {250} {500} {0}] {0}
{Hawaii Forest & Community Initiative} {200} {100} {0} {0} {0}
{NYC Watershed Enhancement} {0} {150} {300} {0} {0}
Forest Prod. Cons. & Recycling 2,483 3,380 1,080 3,380 1,078
{Wood Education & Resource Center, WVA} {1,520} {2,300} {0} {2,300} {0}
Wood in Transportation 1,207 922 922 922 920
Special Projects, including: 6,141 0 3,600 10,100 19,956
{NYC Watershed Enhancement} {500} {0} {500} {0} {499}
{NYC Watershed Rural Development} {0} {0}] {0} {0}] {299}
{Brevard College/Cradle of Forestry} {0} {0}] {300} {0}] {299}
{CRGNSA - Mosier Waterfront} {0} {0} {500} {0} {499}
{Lake Tahoe Erosion Control Projects} {1,000} {0}] {1,500} {3,000} {1,996}
{Univiversity of WA Landscape Ecology} {300} {0}] {300} {300} {299}
{Hawaii Forest & Community Initiative} {100} {0} {0} {100} {200}
{Four Corners Sustainable Forestry Initiative} {500} {0}] {0} {500} {998}
{Graham County, NC. Economic Plan} {0} {0} {0} {0} {10)
{Grand Canyon Forests Foundation} {0} {0} {0} {200} {0}
{Wind River Nursery-Skamania County} {0} {0}] {0} {200} {200}
{Wood Education & Resource Center, WVA} {975} {0} {0} {400} {2,494}
{Travelers Rest - Lewis & Clark Trail} {0} {0} {500} {0} {499}
{Kiln Facilities in SE & SC Alaska} {0} {0} {0} {2,000} {1,996}
{Ketchikan Advanced Wood Tech Center, et al.} {0} {0} {0} {750} {748}
{ID Envi Science/Public Policy Research Institute} {0} {O}] {0} {500} {0}
{MI State Univ Victor Inst. Community Database} {0} {0} {0} {150} {150}
{Sealaska Corp Biomass Facility} {0} {0} {0} {2,000} {1,996}
{Little Applegate River, OR} {0} {O}] {0} {O}] {499}
{State of KY Reforestation of Mine Lines} {0} {0} {0} {0}] {998}
{NC Recreational Lake Economic Study} {0} {0} {0} {0} {40}
{United Fisherman of AK Education Program} {0} {O}] {0} {O}] {249}
{Kake Land Exchange, AK} {0} {0}] {0} {0} {4,989}
Smart Growth Partnership Loans 0 6,000 0 0 0
PNW Assistance Programs 7,856 6,822 6,822 9,880 9,579
{WSU - Technology Transfer} {500} {0}] {500} {900} {898}
{CRG Payments to Counties} {280} {0} {0} {280} {0}
{CRG Economic Dev. In WA/OR} {0} {0} {0} {0} {1,874}
Forest Resource Info & Analysis 0 0 5,000 0 4,989
Subtotal--Cooperative Forestry 118,716 161,985 99,043 124,841 139,204
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APPENDIX D
Allocation of Federal Dollarsto State Forest Agencies, FY 1998
(Dollarsin Thousands)

Alaska

Palau

Virgin Islands
icronesia
Mississippi
American
Maine
Indiana
Puerto Rico
New

Guam
Rhode Island
lowa
Connecticut
Delaware
Kansas

New Jersey
District of
Utah

Hawaii
lllinois
Arizona
Wyoming
South Dakota
North Dakota
Vermont,
Missouri
New Mexico
Montana
Northern
ldaho
Maryland
Ohio

West Virginia
Nevada
Massachusett
Louisiana
Arkansas
Nebraska
Wisconsin
Michigan
Oklahoma
Minnesota
Kentucky
Washington
Tennessee
Colorado
New York
Virginia
Texas
Pennsylvania
South
Georgia
Florida
Alabama
North
Oregon
Marshall
California

0 2,000 4,000 6,000 8,000
Federal Dollars

10,000

Note: Datafor Alaska, Palau, and the Virgin Islands were not available
Source: NASF

Pinchot Institute for Conservation 45




APPENDIX E
Federal Dollars as Per centage of State Forest Agency Finances, FY 1998
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APPENDIX F
Devolution Tensions

Interest
VEr sus

Geographic

The first tension point is between “national interests’ and “geographic
interests.” Block granting impliesabiastowards geographic interests such as
states, metropolitan areas, regions or local communities. However, while
there may be some overlap between state/local and national interests, they are
not the same. A national interest group like private forest owners may seek
certain federal policies and programs that do not fit state priorities.

State
VEr sus
National

Possibly the best exampl e of state versus national prioritieswascivil rights.
The national view was for universal civil rights while a number of states
sought selective civil rights. Block grants, particularly discretionary block
grants, generally diminish national strategic interests. Furthermore, if all
resources are devolved to the states, there might not be resources to meet
emergency or systemic national interests such asthe need to act in the Pacific
Northwest when timber harvesting was reduced.

Independence
versus

Accountability

Block granting that involves devol ution of mission and accountability erodes
the ability for national oversight by Congress, the Executive Branch and
national interests. Granting extensive and comprehensive independence tc
State Forestersfor example, can equate to reduced oversight at the national
level and perceived lack of accountability.

Performance
VEersus

Prescriptive

The final tension point revolves around the level of direction desired by
national interests (e.g., Congress, President, agencies or national interests).
Generally, categorical programs are created to ensure specific outcomesare
realized. These policies and programs are prescriptive for a reason -
somebody at the national level wants something specific to occur. A
congressional earmark is possibly the poster child of prescriptive policy.
However, where there is a reasonable expectation that national intent (by
Congress or the Executive) will be honored and realized, it is possible to
move towards performance-based policiesand programs. Performance based
policiesand programsinherently imply agreement on outcomes, andfaththa
the means can be flexible.
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APPENDIX G
Policy Options

Optional
Adminigtration

Optiond administration can beillustrated by the Environmenta Protection Agency and
its relaionship with state environmental agencies. Many of the federa environmenta
policies and programs are delegated to the states for implementation. Thisisoften a
voluntary arrangement whereby the states elect to assume administration (implying
agreement with nationd intent & conformance to certain administrative standards) of
policiesand programs. Conversdly EPA had determined that not only is state intent
consigent with national desires, but there is dso capacity at the state level to succeed
with administration. States are often free to return adminigtration to the federd level
and can be gtripped of their adminigtration roleif there are chronic and seriousfailures.

Per formance
Waivers

EPA and other federd agencies often use performance waivers asaway to alow
flexibility and innovation. In other words, without removing prescriptive rules and
regulations, federa agencies dlow datesflexibility asto administrative means aslong
as core policy and program intent is redlized through outcomes. Again performance
waivers only work where thereis flexibility in Congressond authorizing language,
willingness on the part of federd administrator to use the flexibility they have, and
finally a positive relationship between federd agencies and state implementers.

Inter-Program
Resour ce Shifting

Thereis nationd recognition thet categorica funding levels minimize the ability of sate
implementersto reorder funding streamsto better match state specific needs and
opportunities. Short of giving statesfull range (e.g., discretionary block grants) to use
federa resources, inter-program resource shifting is an intermediate step. Under this
arrangement resources flow to the sates categoricaly, but the States based on some
planning process can eect to shift percentage alocations S0 asto better meet state
specific needs. The state Community Block Grant Program (HUD) has effectively used
the approach to (1) ensure broad federa priorities are addressed and (2) provide states
the ability to better match resource with needs.

Effectiveness
Shifts

A recent devolution can be found in the Enhancement Program withinthe U.S.
Department of Transportation’s Surface Transportation policy. Inthis case, Congress
and DOT have identified anumber of desired purposes of Enhancementsfunds. Within
thisrange of choices, the ates (viaa planning process) are ableto set priorities (it is
assumed they match state needs) within these choices. One state may put more funds
into trails while another state focuses more funds on historic preservation. This policy
gpproach permits states congderable flexibility and choice.

Pro-Active
Administration

Pro-active adminidretion can dso be best illusrated by the Enhancement Program's
operation. During the startup of this new program, states were required to follow a
generd federd process thereby creating the rules and regulations by which funds would
be spent. Condderable flexibility was dlowed. However, a senior DOT employee was
assigned to each date process. In many states the DOT liaison actively participated in
the effort working through a red time bass federa interests with date interests.  This
goproach provided great flexibility, supported innovation, and contributed to a less
complicated rule making process.

Incentive funds are used in many federd policy and program aress. For example,
USDA’s Rurd Development often provides formulafundsto the USDA State Directors
for housing, economic development cooperatives, etc. Thesefunds are deployed using
nationa standards, but alocated among interests within each state. However, many of
these programs retain a certain percentage of funds within anational funding pool.

Such apoal givesUSDA RD at the nationd level the ability to move fundsto states
with particular needs and enables a nationa competition for projects not funded through
sate formulafunds, but through the national competition.
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