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Series Foreword

In response to the increased volume of pollutants entering surface water and groundwater, thereby threatening the quality of community drinking water, the U.S. Congress passed the Safe Drinking Water Act in 1974 and major amendments in 1986 and 1996. Since then, the U.S. Environmental Protection Agency has identified a large number and wide variety of dangerous pollutants that can contaminate drinking water, and it has successfully led the effort to protect the quality of the nation’s drinking water. The ongoing monitoring and regulation of tap water is no small task given the existence of more than 160,000 public-water systems throughout the United States as well as the wide range of local conditions that can influence water quality in American communities.

In addition to concern over the quality of the nation’s drinking water, increasing demand on local drinking water resources has led to water shortages during periods of drought. Although primarily a problem in western states in the past, recent population growth and migration in other regions of the country have left water systems vulnerable to serious shortages of drinking water. Such incidents have prompted many communities to enact water-conservation measures and regulations and even building moratoria in order to guarantee the supply of scarce drinking water. Protecting both the quality and the quantity of a community’s water supply is a growing challenge for the local institutions governing drinking water in the United States. Many of these institutions are specialized water districts that have little public visibility but make decisions about the most essential community resource.

Megan Mullin’s book provides an insightful, in-depth analysis of the consequences of specialization and fragmentation for local policymaking by using decision making about local drinking water as an example. As she argues in this well-written volume, local drinking water policy is an ideal case because some of the first special districts focused their efforts on drinking water. Water districts were later used as a model for the spread of specialized governance into other local government functions (e.g., public health and fire protection). In addition, the investigation of local water-governing bodies is important now because of the rise of the new local politics of water involving both the quality and the quantity of water supplies. As Mullin points out, a system of specialized governance narrows each government’s decision authority to one issue or a narrow set of issues, thereby raising a number of critical questions. For example, how does such a system affect the kinds of policies that governments make, and does it influence their responsiveness to citizens’ preferences and demands? Her analysis and intriguing findings have important implications for local water policy in particular and for specialized governance in general.

The book illustrates well the goals of the MIT Press American and Comparative Environmental Policy series. We encourage work that examines a broad range of environmental policy issues. We are particularly interested in volumes that incorporate interdisciplinary research and focus on the linkages between public policy and environmental problems as well as on issues both within the United States and in cross-national settings. We welcome contributions that analyze the policy dimensions of relationships between humans and the environment from either a theoretical or empirical perspective. At a time when environmental policies are increasingly seen as controversial and new approaches are being implemented widely, we especially encourage studies that assess policy successes and failures, evaluate new institutional arrangements and policy tools, and clarify new directions for environmental politics and policy. The books in this series are written for a wide audience that includes academics, policymakers, environmental scientists and professionals, business and labor leaders, environmental activists, and students concerned with environmental issues. We hope they contribute to public understanding of environmental problems, issues, and policies of concern today and suggest promising actions for the future.

Sheldon Kamieniecki, University California, Santa Cruz

Michael E. Kraft, University of Wisconsin, Green Bay

American and Comparative Environmental Policy series editors
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1

Introduction

Governance of American communities is becoming more specialized. Independent special districts play a growing role in providing a wide array of local services, with the consequence that most households now fall within a multiplicity of local jurisdictions. Special districts, sometimes called public authorities, are autonomous governments that can perform almost any of the functions of a city or county. Over the past fifty years, their number has more than tripled, making the special district the most common form of local government in the United States. Because each special district has only a limited purpose, a system of specialized governance fragments authority over a community's public services among multiple independent institutions.

This book examines the consequences of specialization and fragmentation for local policymaking. Specialization is a common method for managing growth in the size and complexity of a political system (Dahl and Tufte 1973). Legislative districts allow public officials to specialize territorially, and governments establish bureaucracies, legislative committee systems, and independent commissions to organize their work along functional lines and to promote issue expertise. Special districts represent the next step in specialization: the formation of autonomous governments with jurisdictions defined by function as well as by geography. A system of specialized governance narrows each government's decision authority to a single issue or a narrow set of issues. Several questions can be asked about such a system: How does it influence the kinds of decisions that governments make? Does it affect their responsiveness to the preferences of constituents? Do certain interests in a community enjoy a particular advantage in one kind of institutional setting over another? And to what extent are specialized governments able to coordinate their activities in order to address complex, regional policy challenges?

The answers to these questions have important consequences for where and how we live. As special districts proliferate, they absorb more functions from traditional cities and counties, and they take on added responsibility for providing essential public goods. In assigning the location of hospitals and firehouses or in treating drinking water for toxic contaminants, special districts help protect public health and safety. They boost property values when they install sewers in a neighborhood or reinforce a levee. Their choices when allocating resources for parks, libraries, and public transit have significant impact on people's job opportunities and quality of life. Through their control over infrastructure and public services, special districts can help define our physical communities, guide their growth, and influence their composition. At the same time, the crosscutting jurisdictional boundaries that emerge in a system of specialized governance may divide political communities and erode perceptions of common interest.

Analysts and observers of special districts typically have sorted themselves into two camps: one that views specialized governance as a flexible, efficient, and responsive institutional design for meeting local service demands, and one that treats special districts as captured by local-growth machines and unaccountable to their constituencies and neighboring governments. The two perspectives make different assumptions about citizens’ ability to express policy preferences and about the political incentives for local officials to respond to those preferences. As a consequence, the two camps offer contradictory assessments of institutional performance across a number of different normative criteria. This study offers a conditional theory of specialized governance that reconciles these competing accounts and improves our understanding of the democratic and policy consequences of specialization. By specifying and measuring the effects of special district governance, I also offer new insights about how municipal governments respond to the severity of public problems and the mobilization of local interests.

Local drinking water policy provides the empirical testing ground for this investigation. Management of the nation's drinking water has undergone transformation in recent decades as population growth and environmental regulation have increased competition for access to limited freshwater resources. Drinking water shortages have become a common occurrence even in communities that receive abundant rainfall. In earlier decades, conditions of water scarcity in a region would have prompted the construction of large-scale engineering projects, typically undertaken with substantial state or federal assistance, to expand capacity for water storage, treatment, and distribution. In recent years, however, heightened attention to these projects’ environmental and economic costs has reduced their political viability. Taking their place are smaller-scale, decentralized public policies designed to promote water conservation and to distribute existing resources more efficiently and equitably.

Governance has replaced technology in the new era of public water supply management, and local decisions are paramount. Local water systems facing resource constraints must act on their own to reduce water consumption or seek to augment their supply through arrangements with neighboring communities. A local government also might attempt to set limits on a neighboring community's consumption of a shared resource. Meeting future water demand will require difficult policy choices that will favor some water uses over others and will tighten the linkages between land-use planning and water availability. As special districts take on greater responsibility for managing public water systems, it is essential that we understand districts’ capacity for engaging in responsive and collaborative decision making in this critical policy area.

The Rise of Specialized Local Governance

Special districts are commonly perceived as shadow governments operating primarily in rural areas, but in reality they are an integral part of local governance in the United States. As defined by the U.S. Census Bureau's Census of Governments, special districts are autonomous units with substantial administrative and fiscal independence from generalpurpose cities and counties.1 They can provide almost any of the services of a traditional local government; the main difference is that they perform only a single function or in some cases a few specified functions. Some functions lie outside the scope of specialized governance: special districts do not provide public welfare, and they lack the police and land-use powers held by traditional cities and counties. Although school districts are like special districts in their functional specificity and administrative independence, they usually are treated separately because of school districts’ distinct origins, purposes, and domination of local finances. But special districts can provide most local services—including water, sewers, parks, transit, libraries, fire protection, health care, electricity, and airports—and they can range from small, low-budget districts responsible for mosquito abatement to the gigantic Los Angeles County Metropolitan Transit Authority and the Port Authority of New York and New Jersey, each with annual expenditures of more than $2 billion.
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Figure 1.1

U.S. local governments, 1952-2002. Source: U.S. Census Bureau 2002.


American communities have become increasingly reliant on special districts over time. As shown in figure 1.1, in 2002 there were 35,052 special districts in the United States, nearly triple the number that existed fifty years earlier. In the same time period, the number of municipal and town governments increased by 6 percent, and the number of counties slightly declined (U.S. Census Bureau 2002b). Special district spending as a proportion of overall local government expenditures also increased during this period, but at a lower rate. In 2002, special districts accounted for 11 percent of local government spending, up from 6 percent in 1952. That amount may seem trivial, but it is important to remember that special districts do not provide education, public welfare, police protection, and corrections—several of the most expensive functions of local government. Setting aside these functions, limited-purpose special districts account for more than 20 percent of local government spending. Their 2002 expenditures on local services nationwide totaled more than $122 billion (U.S. Census Bureau 2005c).

No single function dominates among special districts. One in five districts performs services related to natural resources, but even that category includes a diverse set of tasks, including soil conservation, flood protection, and pest control. Nearly six thousand fire-protection districts make up the second-largest functional category. Special districts are the leading providers of some services: they account for 67 percent of local transit expenditures and 53 percent of local spending on natural resources. They play an important role in a number of other functional areas as well, contributing 40 percent of total local expenditures on housing and community-development services, 37 percent of expenditures on electricity, 36 percent of expenditures on airports and waterports, and 31 percent of expenditures on hospitals.

Although special districts are often treated as rural phenomena, in fact they are more likely than cities and counties to be located within metropolitan areas. Across states, there are no clear patterns in reliance on special districts. Eleven states account for more than 50 percent of all special districts in the United States and 59 percent of special district spending, with Illinois, California, Texas, and Pennsylvania leading in special district expenditures. On a per capita basis, the number of special districts per 100,000 residents ranges from 0.1 in Hawaii to 113 in North Dakota. Just as states vary in their reliance on special districts, they also choose specialized governance for different functions. In most states, for example, operation of public parks lies exclusively within the domain of cities and counties, but 72 percent of Illinois's local spending on parks comes from special park districts. Some states authorize special districts for only a few purposes; others allow communities to set up a district for almost any local government function. More than 80 percent of New York's 1,126 special districts are fire districts; fire districts also make up the plurality of special districts in California, but they account for just 12 percent of all districts.

Further variation exists across and within states on the amount of authority special districts possess. Special districts are independent governmental units, but like all local governments they are creatures of the state.2 State enabling legislation—either general for a class of districts or restricted to an individual district—specifies districts’ functional scope, their authority to levy property or sales tax and collect intergovernmental revenue, their ability to acquire property through eminent domain, and the structure of their governing boards. Because of their diversity in function, jurisdiction, and authority, special districts exhibit even more variation in structural form than traditional general-purpose local governments. This variation provides an excellent opportunity for examining the effects of institutional design.

A mid-twentieth-century observer called special districts ”the new dark continent of American politics“ (J. Bollens 1957, 1); decades later, many aspects of special districts remain unknown.3 We have a better understanding of the causes of special district governance than of its effects.4 Special districts have proliferated because they offer a convenient structure for providing a new public service: they customize service boundaries to the area in need, they allow cities and counties to escape the financial risk of a large infrastructure project, and they satisfy constituents concerned about corruption and mismanagement in existing local governments. Special districts can provide services to specific areas without following the jurisdictional lines of an existing city or county. They can regionalize service delivery to take advantage of economies of scale or localize it to satisfy individual neighborhoods’ preferences. The opportunity to create new boundaries can be an advantage when designing the policy response to a problem delineated by natural features, such as a watershed or the habitat of an insect species. It also allows provision of services to new developments that do not incorporate or annex to an existing city.

Special districts are formed in response to local demand for public services, but the actions of other government sectors play a role in creating opportunities for specialized governance. The federal government has provided incentives for special district formation in a number of functional areas, in particular soil conservation and housing during the New Deal and more recently transit and the management of natural resources. But federal policy can also inhibit special district formation: Nancy Burns (1994) has shown that from the 1960s onward, the Voting Rights Act was an obstacle to the establishment of new districts in some counties. State policies are even more important. The most consistent factors contributing to special district formation are the number and breadth of state enabling laws (Burns 1994; Foster 1997). In short, local actors will establish special districts where the state provides the means to do so. State-imposed limits on local general-purpose governments’ ability to incur debt or to annex new territory also may contribute to district formation, most likely by reducing the available options for providing services to new development.5 Finally, cities may encourage the establishment of special districts in order to meet their own annexation goals (Austin 1998) or to fund projects they cannot afford to administer (Foster 1997; Porter, Lin, and Peiser 1987).

Sometimes it is developers who promote special district formation as an alternative to municipal provision of a facility or service. Special districts’ ability to issue revenue bonds, often without any debt limit, allows developers to fund infrastructure for growth without incurring private risk.6 Kathryn Foster describes the influence of development interests on the establishment of special districts in the latter half of the twentieth century:

As growth controls, environmental regulations, and service moratoria replaced the postwar mentality of growth for growth's sake, property developers found service satisfaction in the relatively autonomous, easy-to-create, politically isolated, financially powerful, and administratively flexible special district. Of particular appeal were districts’ bonding powers, which enabled private developers to secure up-front capital for expensive infrastructure projects. Aided often by cooperative public officials and permissive growth policies, developers initiated hundreds of community or subdivision-sized districts to provide water, sewer, drainage, road, street lights, and other development-oriented services. (1997, 19)

Case studies of special district formation offer supporting evidence for developers’ influence in creating new districts (Burns 1994).7 Developers also play a role in city formations, but not to the same extent. City incorporations emerge from a more public and participatory process, and they are more likely to have local residents’ active support (Alesina, Baqir, and Hoxby 2004; Burns 1994; G. Miller 1981).

Existing literature offers conflicting hypotheses about the consequences of specialized local governance, predicting that special districts are either more or less likely than cities and counties to be captured by special-interest groups and to deliver inefficient policies that depart from their constituents’ preferences. Conventional wisdom treats special districts as invisible and unaccountable to the general public and to their neighboring governments. Critics highlight the lack of transparency in special district operations, arguing that it creates an opportunity for patronage, corruption, and runaway spending. They also charge that political invisibility produces a bias favoring private interests who invest in lobbying special district officials. A New York Times editorial expressed the conventional wisdom in characterizing districts as “small, secretive governmental bodies with the powers to tax and collect fees and to hire well-connected cousins, uncles and sons-in-law.” It also called them “notoriously costly and inefficient and just as notoriously hard to uproot” (“Mr. Suozzi's” 2007, 15). Another detractor calls special districts “the backdoor government, the invisible government, the shadow government,” quagmires of mismanagement and corruption that are unaccountable to the public (Axelrod 1992, 310). Competing with the conventional wisdom is an argument drawn from public choice theory maintaining that specialized governance will enhance public accountability and produce cost savings. According to this view, sorting policy issues into separate, limited-purpose venues provides greater transparency and reduces the costs of communicating with public officials, increasing the likelihood that policy decisions will be efficient and congruent with majority opinion.

The policy effects of functional specialization have received little empirical attention, making it impossible to judge the accuracy of these competing expectations. Some evidence exists to back the claim about the costliness of specialized governance, but assertions about patronage and corruption rest largely on anecdotal support.8 Critics complain that special districts are difficult to dissolve, whereas supporters of specialized governance applaud special districts for their adaptability to changing problems and conditions (Foster 1997; Frey and Eichenberger 1999; Hooghe and Marks 2003). Most important, little research has examined the representational consequences of specialization or its impacts on public policy outcomes. It remains unknown how specialized governance affects the balance of power among competing interests in a community or the relationships between local officials and their constituents.

Both the conventional wisdom and the public choice framework paint apolitical pictures of special district governance—the former by depicting special districts as operating outside the public's view, the latter by assuming that special districts are purely responsive to constituent demands, efficiently translating those demands into policy outcomes. Neither accounts for diversity across special district functions or variation in district structure and authority. Moreover, both perspectives ignore the political competition that underlies much of local governance. The provision of local services can have important distributional consequences.9 It also is inseparable from the politics of growth. Just like cities and counties, special districts can be highly politicized arenas for interaction among ambitious officeholders, territorial neighboring governments, resource-seeking bureaucrats, competing interest groups, and attentive neighborhood advocates. The question remains whether an institutional structure that compels specialization influences how conflict among these groups plays out.

This book offers a new theory of specialized governance that is explicitly political. I argue that special district officials are motivated by the same reelection and policy goals as other political actors. The institutional setting affects how these goals translate into policy decisions. Unlike their counterparts in city and county government, special district officials can dedicate their full attention to a single local function. City and county officials must make trade-offs and agenda choices among a broad range of issues, so their response to a policy question will reflect the policy context—in particular, the severity of the policy problem and its salience relative to other local issues. Special districts’ attention to an issue does not hinge on problem severity in the same way, but an issue's salience influences the incentives for interest groups to expand conflicts into special district venues. As a result of these dynamics, the policy effects of specialization are conditional on the public importance of the policy problem. Variation in the institutional form of special districts further influences the policy decisions they make. On the whole, I demonstrate that the effects of specialization are complex and contingent on specific governing structures and on the nature of policies themselves. This contingency makes institutional design a risky endeavor for local actors seeking to create conditions that will favor their policy goals.

The Decentralization of Water Supply Management

Local drinking water policy provides an ideal case for investigating the impacts of specialized governance, in part because of historical factors. Water was the purpose for some of the earliest special district formations; in the late nineteenth and early twentieth centuries, communities established independent districts to regionalize water service and address the growing problem of water pollution.10 In the West, the success of irrigation districts in securing reliable water supplies for farmers prompted urban communities to consider establishing their own specialized governments for water provision. The popularity of revenue bonds and the imposition of debt ceilings and property tax limitations on general-purpose local governments made special districts an even more attractive option for water governance. Water districts later served as a model for the spread of specialized governance into other local government functions.

Apart from historical context, the study of local water-governing institutions is critically important in the current era because of the rise of the new local politics of water. Increased demand on local drinking water resources has left communities throughout the United States vulnerable to water shortages during periods of drought—as has long been the case in the arid West, where battles over scant water resources underlie much of the region’s most contentious politics. Water scarcity is no longer limited to the West, however. Population growth and redistribution have left water systems throughout the country struggling to sate their customers’ thirst. When the rain stops falling, newspapers are filled with reports of communities enacting use restrictions and building moratoria in order to stretch out limited water reserves. Seventeen percent of U.S. water utilities responding to a 1999 industry survey reported that they had implemented usage restrictions due to water shortages during the previous five years.11 A community occasionally runs out of water altogether. In 2002, shortages in the Southeast were so severe that one North Carolina town resorted to importing water by fire hose (Jehl 2002). Drought returned to the region in 2007, requiring the town of Orme, Tennessee, to truck water in daily across state lines. Of course, western states remain most vulnerable. A 2008 study estimated that Lake Mead, the primary water supply for Arizona, Las Vegas, and Southern California, has a 50 percent chance of drying up by 2021 (Barnett and Pierce 2008). Without substantial reductions in demand or new sources of supply, by 2020 California might experience annual water shortages of 2.4 million acre-feet, an amount equivalent to the consumption of five million households (California Department of Water Resources 1998).

This growing struggle to keep pace with local demand for drinking water is a strain on the nation’s freshwater resources and has farreaching environmental and economic consequences. Houston over-tapped its groundwater aquifer until the land began to sink, causing property damage and aggravating the region’s flooding risk (Perrenod 1984). Groundwater depletion in Tampa has resulted in subsidence, saltwater intrusion, and degradation of local wetlands (Scholz and Stiftel 2005). In Wisconsin, falling groundwater levels have increased the concentration of radium in some communities’ drinking water (Gaumnitz, Asplund, and Matthews 2004). Overdrawing from the Ipswich River basin in Massachusetts has reduced surface water flows and caused the river to dry up repeatedly (Glennon 2002). These problems are likely to become more widespread as the escalation of global climate change increases strain on the nation’s water resources (National Assessment Synthesis Team 2001).

The historic response to water scarcity was construction of a new dam or aqueduct to increase storage or transport water over a long distance. These large-scale infrastructure projects were typically undertaken with substantial state and federal assistance, and in many cases were led by the U.S. Bureau of Reclamation or the U.S. Army Corps of Engineers. The grand water projects built during the twentieth century were marvelous feats of engineering that enabled development of the West and many Sunbelt cities. They allowed communities to pursue growth goals with little regard to limits on local water resources. They brought about enormous prosperity and provided to virtually all Americans something that is a luxury throughout much of the world: access to safe, affordable, unlimited drinking water straight from the tap.12

These large water projects also carried significant environmental and economic costs, however, and growing recognition of these costs has reduced the political viability of dams and aqueducts as a solution to contemporary water shortages. Heightened environmental regulation rules out many projects that might have been feasible in an earlier era. In some cases, the water simply is no longer available. Claims on the Colorado River exceed the river's flow in most years, and numerous states in other parts of the country are engaged in battles to secure access to rivers that flow across their borders: water-strapped suburbs of Washington, D.C., in Virginia and Maryland are withdrawing all they can from the Potomac; conflict between Virginia and North Carolina over access to the Roanoke River has landed these states in federal court; and Georgia, Alabama, and Florida have been fighting a “water war” for nearly two decades. Even where surplus water might be obtained, it is difficult to win political support for water development. The public no longer backs expensive investments to divert water from its natural course and thus bring about the associated impacts on wildlife, wetlands, and pristine natural areas. New storage projects also attract opposition based on concerns about the possibility that they will stimulate growth. Proposals for major water transfers may falter because of regional loyalties, often incited by resentment over past water projects. And regions such as the Great Lakes Basin that retain plentiful water supplies are acting preemptively to protect their local resources and avoid the risk of future long-distance diversions (Annin 2006).

The aggregate effect of these developments is to hinder construction of new, large-scale water projects. Construction of the Auburn Dam on California’s American River halted after a 1975 earthquake, and since then environmentalists seeking to preserve the river canyon have blocked project proponents’ repeated efforts to secure funding for the dam’s completion. Californians also have consistently rejected proposals for a peripheral canal that would take water from the Sacramento River and carry it around the eastern edge of the San Francisco Bay Delta to pumping plants. Northern Californians charge that the canal is just another water grab by the southern part of the state. A 2003 proposal by developers in Florida for a major transfer from north to south divided that state along similar regional lines. One indicator of the shifting policy environment is that dam removal now receives more attention than dam construction—the number of new dams has dwindled, and scientists and policymakers are beginning to reconsider the value of existing dams and their operation (Doyle, Stanley, Harbor, et al. 2003).

Communities are beginning to develop strategies for managing existing resources more effectively as it becomes more difficult to build their way out of water shortages. Local agencies have limited opportunity to acquire new supply. In addition to getting over the significant hurdles to building storage facilities, agencies must compete with other user groups for access to water resources available locally. Figure 1.2 shows the sources and competing demands for U.S. freshwater resources. Public water supply accounted for just 13 percent of total freshwater withdrawals in 2000.13 The biggest consumers of freshwater resources are farmers and power plants; irrigation and the cooling of steam-driven turbine generators account for nearly 80 percent of freshwater use.14 Setting aside water consumed for cooling in thermoelectric power generation— much of which eventually returns to the surface water body—public water systems’ share of freshwater withdrawals totals slightly more than 20 percent. The remaining withdrawals are dedicated to industrial and mining operations, livestock and aquaculture production, and self-supplied domestic consumption.
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Sources and uses of the U.S. public water supply. Sources: Hutson, Barber, Kenny, et al. 2004; Solley, Pierce, and Perlman 1998.


Water systems’ ability to increase freshwater withdrawals is limited by established water rights in addition to overall resource capacity. The majority of the public water supply (63 percent) comes from surface sources, and neither of the two dominant systems for surface water rights favors drinking water uses over any others, nor do they provide clear guidance on allocation during periods of scarcity.15 The prior appropriation doctrine that is dominant in western states gives priority to senior rights-holders: the maxim “first in time, first in right” demonstrates the importance of long-established claims. Prior appropriation introduces some order to water allocation in times of shortage, reflecting the scarcity conditions that existed in the West at the time of the doctrine's development. Uncertainty remains for holders of junior rights, however, and the doctrine's strict adherence to temporal priority creates a disincentive for cooperative agreements that might help a public water system meet community demands in times of shortage. Senior rights-holders, be they farmers or neighboring public water systems, will be less inclined to conserve and share water resources if they risk forfeiting their right by doing so.

The riparian doctrine prevalent in eastern states provides no greater certainty. It allocates rights based on the land that overlies or adjoins the freshwater source. Because the riparian system assumes abundance, it fails to account for the possibility of water scarcity. Riparian rights have equal priority, so all holders of the rights to a source share the burden of a shortage. In practice, many states are backing away from strict interpretation of either doctrine in order to attach more value to conservation and in-stream water uses as well as to provide clearer guidance for allocation of an increasingly scarce resource (Deason, Schad, and Sherk 2001).

Some states also are beginning to develop systems to regulate extraction of groundwater, at least on a site-specific basis. Rights to groundwater tend to be loosely defined. Like riparian rights, they are tied to the land, but usually without restrictions against storage and transfer to other properties. The lack of regulation over groundwater withdrawals has led to widespread overdrafting; in many places, groundwater pumping currently outpaces recharge. Where aquifers are under particular stress, some states have established groundwater management areas that entail permits and caps on withdrawals.

In sum, a legal framework combines with real resource limits to restrict opportunities for public water systems to seek out new sources of supply. Instead, local utilities must find ways to lower water demand and increase the productivity of existing resources. Much of this activity focuses on domestic users. As shown in figure 1.2, domestic use accounts for 56 percent of the water supplied by public systems.16 Because domestic users are the largest draw on a water system's resources, reducing demand within that sector can do the most to relieve pressure on a system facing supply shortages.17 Moreover, consumption is often more discretionary for domestic use than for the commercial and industrial sectors.

The United States has already made progress in reducing the amount of water consumed for irrigation and industrial purposes. Figure 1.3 displays public water as a percentage of freshwater withdrawals from 1950 to 2000. Overall per capita consumption resources of freshwater steadily increased after 1950, reaching a peak of 1,625 gallons per person per day in 1980. After 1980, withdrawals for irrigation, thermoelectric power, and industrial purposes declined markedly, thanks to technological improvements and federal regulations that introduced water quality and efficiency standards. These changes have returned per capita withdrawals to their 1950 levels, and the economic productivity of water has improved (Gleick 2003). We have not seen the same conservation gains within the public water sector. Per capita consumption of public-supply resources has steadily increased, keeping approximate pace with the growing number of households that receive public water.18 With public consumption levels holding steady as other uses become more efficient, public water supply represents a growing percentage of overall freshwater use, rising from 8 percent in 1950 to 13 percent today.
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Figure 1.3

U.S. public water withdrawals, 1950-2000. Source: Hutson, Barber, Kenny, et al. 2004.


Over time, more people are recognizing water supply as a problem and perceive that they are participating in a solution. Figure 1.4 shows results from a series of nationwide Gallup polls measuring attitudes toward specific environmental problems. In 2000 and 2001, substantially fewer Americans worried about freshwater supply than about pollution of air and drinking water. The percentage of respondents reporting that they worry “a great deal” about having enough water for household needs jumped from 35 percent in 2001 to 50 percent in 2002, and it has remained at approximately the same level in five subsequent nationwide polls. Concern about water supply now scores consistently higher than concern about air pollution.19 Moreover, people think they are responding to the problem. The percentage reporting that their household tried to use less water over the previous year increased from 56 percent in 1995 to 69 percent in 1999, and then to 83 percent in 20 00.20 Despite these perceptions, real per capita domestic consumption did not decline noticeably over this period. The conservation efforts that people make in their homes get balanced by changes in residential patterns that intensify water demand. Although the average lot size of new homes has declined over time, fewer people live in each household, and the nation’s population has redistributed to the warm Sunbelt region, where per capita water consumption is highest.
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Figure 1.4

Attitudes toward environmental problems, 2000-2007. Source: Gallup polls (various).


Only limited demand management can be achieved through voluntary conservation efforts. In the absence of new sources of supply, local water agencies throughout the country are implementing policies that provide stronger incentives for water-use reductions and attempt to distribute existing resources more efficiently and effectively (Beecher 1995). These policies include pricing strategies that send signals about the scarcity of water supplies and the cost of system expansion; contracts and agreements between neighboring governments to share water resources and capital facilities; and procedures for incorporating consideration of water supply into land-use planning decisions. Decision making about water management has become more decentralized as communities and their water providers consider the relative importance of different uses and the appropriate distribution of costs. Meanwhile, the state and federal governments’ role has shifted from builder to regulator. Agencies are less likely to help localities build their way out of shortages and more likely to tell them that they must find a way to live within limits.

The devolution of responsibility for water policy can be seen in the management of freshwater resources at their source. Heightened federal regulation over water quality and endangered species has stimulated development of new cooperative institutions for watershed protection and groundwater management. These institutions provide incentives for diverse local actors to negotiate rules for sharing resources and overcoming collective action problems (Blomquist 1992; Heikkila and Gerlak 2005; Lubell, Schneider, Scholz, et al. 2002; E. Ostrom 1990; Sabatier, Focht, Lubell, et al. 2005; Scholz and Stiftel 2005). A decentralized approach to watershed management allows policy solutions that are responsive to problem conditions as well as to local stakeholders’ demands and interests. Public water utilities are a key stakeholder in many watersheds, competing for access to freshwater resources with neighboring communities, other user groups, and environmentalists who advocate for increased in-stream flow. In the end, the declining environmental quality of watersheds and the continuing demands upon them likely will compel public water suppliers to withdraw less water than they desire, whether those restrictions are enforced through voluntary partnerships or by command-and-control regulation. This study focuses attention on how local utilities adapt to requirements that they curtail water usage.

Decentralization of water policy also is part of a global trend toward bottom-up strategies for water-resources management. Peter H. Gleick and his colleagues at the Pacific Institute have done extensive work documenting the costs of what they call the “hard path,” the centralized engineering approach to water provision (Gleick 2002, 2003; Gleick, Cain, Haasz, et al. 2004; Gleick, Cooley, Katz, et al. 2006).21 In addition to levying environmental and economic costs in the United States, the hard path has imposed severe social costs in many of the poorest regions on the planet. Dams and reservoirs have displaced populations; river diversions have jeopardized communities’ way of life. With a billion people worldwide still lacking access to safe drinking water, the hard path also has failed to achieve its most important goal. International agencies have recently highlighted the drinking water crisis, and the global solutions they propose have much in common with the decentralized approach emerging in American communities (United Nations Conference on Environment and Development 1992; United Nations World Water Assessment Programme 2003; World Water Council 2000).22 In 2002, the Global Water Partnership declared, “The water crisis is mainly a crisis of governance” (2002, 17).

The United States is one of a handful of countries in the world where access to safe drinking water is universal and largely affordable (World Health Organization 2000). Without question, the stakes for water management are lower here than in nations grappling with widespread waterborne disease. But the decentralization of water management intersects with another kind of crisis looming for American water systems: a financial crisis brought on by the deterioration of the nation's water infrastructure. The U.S. Environmental Protection Agency (EPA) predicts that public water systems will need to invest $270 billion over the next 20 years in order to replace deteriorating storage, treatment, and distribution infrastructure and to ensure compliance with federal water quality regulations (U.S. EPA 2005). Existing revenue from water sales and from state and federal assistance programs falls far short of that sum, and the agency has warned about the possibility of a significant funding gap between needs and spending (U.S. EPA 2002b). In proposing strategies for closing the gap, the EPA has offered the concept of “sustainable infrastructure,” which includes increasing water efficiency, implementing full-cost pricing, and other policies that are consistent with the new, decentralized approach to water management. The decentralization that is helping communities address water shortages and manage their resources more effectively in the short term may also help in the long term to limit the financial damage caused by more stringent environmental regulation and the aging of the nation's infrastructure.

Specialized Governance and the New Local Politics of Water

Responsible water planning in the current era requires a clear understanding of local conditions related to water quality and supply, coordination across jurisdictional boundaries, and responsiveness to community preferences. It demands effective and accountable governance.23In attempting to address water supply challenges, communities are adopting policies that redistribute costs between existing and future residents and impose private costs in order to achieve public benefits. Decisions to extend water lines have consequences that spill over geographic and functional boundaries. The allocation of a scarce resource is an inherently political question. It has important regional consequences as well, because a community’s water policies help determine future development patterns.

Debate over privatization has dominated conversation about local water-system management since Indianapolis, Milwaukee, and many smaller cities and towns began contracting with private companies in order to reduce the costs of providing drinking water.24 In some cases, privatization proposals have sparked public debates about private firms’ accountability to local residents’ interests and about their ability to protect water quality and affordability (Jehl 2003; Reiterman 2006). Atlanta and the city of Stockton, California, ultimately took back control of their water systems from private contractors, the latter after the contract failed to survive a court challenge brought by citizens’ groups. Notwithstanding these high-profile controversies, private firms in fact tend to operate only the smallest water systems: slightly more than half of community water systems are privately owned, but they produce only 9 percent of the total public water supply (U.S. EPA 2002c).25 The great majority of Americans receive their drinking water from a utility that is operated by a local government.

Overlooked in the debate about water privatization is the rise of specialized governance among publicly owned water systems. Between 1962 and 2002, the number of special districts involved in water supply nearly tripled.26 Water districts now account for 28 percent of local government expenditures on water supply. Specialized public governance receives less attention than privatization from industry analysts and the public, yet empirically it is more common. Such inattention is surprising, considering that much of the debate over privatization focuses on private water firms’ accountability and responsiveness—the same issues raised by critics of special districts.

Given the rising importance of local decision making in addressing the nation's water supply issues, we must consider whether special districts are up to the task. If special districts are biased institutions as the conventional wisdom suggests, they may be less likely to pursue a public good such as water conservation if the costs fall on influential special interests. Specialized governance also may interfere with the cooperation needed to address local water supply challenges. Efficient distribution of water resources will sometimes require contracts and agreements between neighboring jurisdictions for cost sharing or the transfer of resources. It also will involve greater coordination between water and land-use planning. Water and land use are inseparable—new development requires a reliable water supply, and patterns of land use lock in water demand and groundwater replenishment for the long term. Yet planning processes historically have ignored these interrelationships. With the growing scarcity of water resources, communities are beginning to integrate planning for water and land use, sometimes under pressure from state government.27 As Atlanta’s commissioner of watershed management described the change, “This city had a motto for years, and it went something like ’Atlanta grows where water goes.’ I think we’ve learned enough to know that we’d prefer to see the city in charge of that destiny” (Jehl 2003, A1). Coordinating water and land use may be a more profound challenge when a specialized water district governs the tap.

Book Overview

This book offers a new theory about the policy effects of specialized governance and tests that theory in the domain of local drinking water management. At its heart is a series of empirical analyses that directly compare the policies enacted by water districts with those created by cities and counties that operate their own water utilities. These policies provide insight about the existence of bias in governmental responsiveness and the possibility of intergovernmental coordination between special districts and their neighbors. In addition, the book investigates the broad range of special district structural forms and demonstrates that rules governing elections and boundary change further shape incentives for special districts to respond to their constituents and cooperate with neighbors.

Local public water utilities are part of a complex institutional network consisting of wholesalers and retailers, state regulatory agencies, regional bodies designated to protect sources and watersheds, and cooperatives and water districts established to provide irrigation water to agricultural users. This study sets aside most of this network in order to concentrate on the retail provision of drinking water, primarily for household use. Water is a natural monopoly, so residents and businesses in a given location rarely have a choice among providers and cannot exit service without physically relocating.28 This feature allows me to assume that all residents of a given water jurisdiction are affected by the water utility's policies and thus allows direct comparison across governance types.

The analysis is national in scope. Water districts exist in almost every state, but in no state do they have universal control over retail water provision. Figure 1.5 shows special district spending as a percentage of total local government spending on water supply at the state level. It ranges from 0 to 91 percent across the 50 states, with a mean of 22 percent of a state's local water spending being allocated by water districts (U.S. Census Bureau 2005c). The number of water districts in each state appears in figure 1.6. All states except Alaska and Hawaii have at least one independent water district.29 In some communities, drinking water is part of the package of local services overseen by elected city or county officials, but in other communities residents receive a water bill from a specialized government responsible only for water provision. This study assesses the policy effects of that variation.
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Figure 1.5

Special districts’ share of local spending on water by state, 2002. Source: U.S. Census Bureau 2005.
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Figure 1.6

Number of water districts by state, 2002. Source: U.S. Census Bureau 2002. Count includes single-function districts focusing on water supply and multifunction districts providing water supply and sewerage or water supply and natural resources.


Chapter 2 presents the conditional theory of specialized governance that guides the empirical analyses. The theory reconciles the conventional wisdom treating special districts as invisible and unaccountable to the public with public choice accounts that predict greater policy responsiveness in a system that is fragmented along functional lines. I argue that both of these frameworks oversimplify the dynamics of special district governance by assuming constant effects of specialization across issues and political contexts. The conditional theory takes seriously both the function that a local government performs and features of a special district's institutional design. It predicts that these factors will condition the impact of specialized governance on policy outcomes.

Chapters 3 through 6 discuss and examine a number of recent policy innovations in water planning and test the effects of specialized governance on policy adoption. The first three of these chapters rely on quantitative data from national and state surveys of public water utilities. The main text emphasizes the substantive meaning of the findings, with fuller detail on methods and results appearing in the appendixes. Chapter 3 examines adoption of progressive rate structures that offer the promise of economic efficiency, water conservation, and income redistribution while imposing concentrated costs on the wealthiest members of a community. The analysis demonstrates the impact of institutional design on how a government balances public goods and private demands. Chapter 4 investigates another water-pricing strategy, the use of development impact fees to fund the cost of water-system expansion. Water systems must weigh constituent demands to pass on the costs of growth to incoming residents against developers’ opposition to these fees.

In chapter 5, the focus shifts from bias in policy outcomes to patterns of intergovernmental cooperation. It explores the flexibility of special district boundaries and evaluates the relationship between boundary flexibility and establishment of interlocal agreements that might promote efficiency and equity in water management. Chapter 6 investigates interest-group strategies and intergovernmental coordination in a series of local growth disputes in California and Pennsylvania. The chapter draws on interviews, lawsuit briefs, and other qualitative data to evaluate how separating responsibility for water and land use influences the politics of growth. The final chapter reviews the book's main findings and discusses how specialized governance might affect local capacity to promote sustainability and confront the challenges presented by global climate change.

 
2

A Conditional Theory of Specialized Governance

Political scientists who study urban politics have long recognized that institutional design helps determine who benefits from decisions made by local government. Focusing on the reform structures adopted by cities early in the twentieth century, scholars have argued that a city’s form of government and its rules for elections affect different groups’ relative influence in a community. As a result, the organization of municipal government can shape patterns of representation and may have an impact on policy outcomes.1

Functional specialization is a more striking institutional departure. Specialization allows decision makers to develop issue expertise and reduces logrolling that may heighten efficiency but can distort policy decisions away from outcomes the majority would prefer. Specialized governance also increases the number of policy venues, reducing the visibility of each individual venue. Crosscutting jurisdictional boundaries may carve up communities of interest and rupture channels of communication between neighborhoods and public officials. When these competing dynamics are taken into account, it is difficult to predict how special district governance will affect policy outcomes. Existing literature offers competing hypotheses about the policy effects of specialized governance but provides little systematic evidence to arbitrate between them.

Previous theorizing has assumed that special district governance has the same impacts regardless of the district’s institutional design, the political environment, or the nature of the district’s public function. Perhaps that explains the dissonance in predictions about specialization’s consequences. Many factors influence how local officials make policy decisions, including constituents and interest groups’ demands, constraints on local autonomy, and the severity of the public problem. Elements of the policy context influence how these forces interact. Different problems place different demands on public officials. In order to understand how specialization influences policymaking, we must consider the multiple factors that shape policy outcomes in traditional city and county venues.

In this chapter, I present a conditional theory of specialized governance that accounts for the diversity in local policymaking contexts. The theory combines elements from previous models of special district governance and describes the circumstances that influence those models’ explanatory power. The conditional theory proposes that specialization has effects that vary in complex but predictable ways. Depending on problem conditions, specialization may create more responsive policymaking and at the same time pose greater challenges for cooperation across jurisdictional boundaries. An overall evaluation of special district governance, therefore, must take seriously both the context in which it exists and the normative values we seek to maximize. It also must address the variable performance of general-purpose governments across problem contexts.

Independent, Overlapping, Special-Purpose Governments

Three features distinguish the special districts under study in this volume from other types of local public entities: independence, territorial overlap, and limited functional scope. My interest lies only with independent special districts, not with dependent districts or quasi-public boards and commissions that existing governments establish and operate to build and manage public works. Dependent districts help cities circumvent ceilings on debt and taxation as well as other administrative requirements such as contracting rules and civil service regulations. They isolate debt and revenue for a function from the rest of the municipal budget, thus reducing pressure to cross-subsidize between the function and other city services. Dependent districts make it easier for cities to provide public goods that local constituencies demand, but they have been attacked for being unaccountable to the communities they serve and for bolstering efforts by state and suburban leaders to gain control over infrastructure in center cities (Adams 2007; Axelrod 1992; Henriques 1986; Walsh 1978). Most important for my purposes, dependent districts do not make local governance more specialized, because ultimate authority over their activities lies with the cities and counties that establish them.

Many scholars have drawn a distinction between independent special districts and dependent public authorities based on an entity’s taxing authority and its process for selecting board members (Adams 2007; Doig 1983; Eger 2006; Mitchell 1990; Walsh 1978). These definitions typically treat special districts as independent only if their boards are elected rather than appointed and they have the power to levy taxes. In practice, the definitions have little correspondence to the labels used in state statutes, and local entities established by those statutes may have a diverse mix of rules for board selection and revenue collection (Leigland 1994). An entity with the same power and governing structure can be called a “special district” in one state but a “public authority” in another. In California, an independent special district may be categorized as enterprise or nonenterprise—either funded entirely through user fees or reliant on property taxes for revenue—and its board may be elected or appointed for fixed terms. Imposing definitions that do not match practical usage only confuses discussion about a class of governing institutions that already are unfamiliar to most of the public.

Moreover, neither board selection nor taxing authority reveals a special district’s actual level of autonomy from other governments. If the district has its own governing board with members appointed for fixed terms and if it exercises sole authority over policies that distribute the costs and benefits of a public service, it is difficult to see how that district is dependent on any other government. For example, the municipal authorities that proliferate in Pennsylvania lack taxing authority and have governing boards appointed by officials of the overlapping city or township. After appointing an authority’s board, however, a municipality has little influence over the authority’s operation. Board members serve overlapping five-year terms. Once established, authorities are independent agencies, and municipal officials in Pennsylvania who want to influence an authority’s decision making must wait for opportunities to appoint sympathetic district officials (Governor’s Center for Local Government Services 2002).

This study is concerned with all entities that have fiscal and administrative independence from other governments, recognizing that these autonomous entities may operate under the title “special district,” “public authority,” or some other variation. To identify independence, I follow the U.S. Census Bureau’s definition, which disqualifies districts that are unable to set their own budget or issue debt without approval by another local government. Districts must perform their own functions without oversight by any other government entity. Census-designated independent districts may have elected or appointed boards, but their board cannot be composed entirely or mainly of officials from the government that created the district (U.S. Census Bureau 1999, x).2 For the purposes of my analysis, there is little difference between a water utility that is a department of city or county government and a water district that is overseen by the city or county council temporarily convening as a special district governing board. In both cases, city or county officials are responsible for water policy. The latter arrangement may provide more administrative flexibility, but it will not change the political constraints and incentives that guide local officials’ behavior. This study treats only districts with their own boards of directors, either elected or appointed by officials of another government, as special districts. Taxing authority is not necessary to qualify a district as fiscally independent; the district need only the authority to make its own fiscal decisions within the taxing and spending constraints defined in its enabling statute.3

The second important feature of special districts is their geographic flexibility, resulting in district boundaries that intersect one another as well as the boundaries of neighboring cities and counties. Establishing a government to perform one rather than many functions allows design of territorial boundaries according to the requirements of that function. General-purpose governments do not have the same flexibility, in part because of the demands of governing across multiple policy areas, but more important because their boundaries may not overlap. Cities and counties are hemmed in by existing boundaries, but special districts can be superimposed on top of these historical divisions. In 2002, just 16 percent of water districts and 30 percent of special districts overall had boundaries that corresponded with those of a city or county.4 Most district boundaries do not conform to existing jurisdictions, but instead address problem-specific demand—or reflect a political compromise reached at the time of district formation.5 In regions with high levels of special district reliance, the dense networks of intersecting boundaries can result in a multitude of configurations for service provision. Neighboring households may share a water provider but fall into different fire districts; they might be taxed to support the same parks but have library privileges in separate jurisdictions. For some services such as public transit, overlapping jurisdictional boundaries can produce competition among service providers for a household’s patronage. More commonly, a government has a territorial monopoly to provide a service but competes with other functions and jurisdictions for the household’s revenue dollars (C. Berry 2007).

Finally, what separates a special district from a city or county is its limited purpose. State statute defines a special district’s functional scope, either through a general act that enables a class of districts or specific legislation that creates an individual entity. Either way, state law establishes the breadth of district authority and typically restricts it to a single function. In 2002, more than 90 percent of special districts performed only one function. Combined water-sewer districts account for almost half the multifunction districts (U.S. Census Bureau 2002b). Some states enable formation of broad community-services districts that can provide multiple public services in an unincorporated area, but these entities make up a small minority of the overall special district population.

The combination of these three features—independence, territorial overlap, and limited purpose—defines special districts and distinguishes them from other types of public organization. In contrast, other independent local governments perform a wide array of functions and have boundaries that are largely fixed. Bureaucracies and dependent districts have limited purpose and may have geographic flexibility, but they are not independent. Regulatory agencies that have formal structures designed to insulate them from political influence still lack autonomy over their budgets and the judicial actions they bring, and their geographic boundaries coincide with those of the establishing government (Moe 1982).

Special districts’ institutional design promotes development of issue expertise while maintaining the political incentives that operate for other independent governments. Early students of the bureaucracy, including Max Weber (Gerth and Mills 1946) and Woodrow Wilson (1887), proposed models of administrative neutrality in which elected representatives would set public policy and appointed, neutral issue experts would implement it. The idea that neutrality is a feasible or even desirable goal has long since come under question, but scholars remain concerned with problems that arise when elected officials delegate policy responsibility to bureaucrats.6 State and local officials involved in forming a new special district may perceive that they are delegating authority to a subordinate institution, but there is no guarantee that an independent special district will respond to the interests of the actors involved in its establishment.

Those who turn responsibility for a function over to a special district also might imagine that they are liberating the function from political influence by putting it in the hands of technically competent, neutral administrators. This assumption is equally likely to prove false. Service-delivery decisions have important political consequences, and powerful interests in a community attempt to influence those decisions regardless of where they take place. Although special districts may be less visible than cities and counties, interested citizens and organized groups will use lobbying and electoral strategies in order to pursue their goals, just as they do in traditional public venues. As the Advisory Commission on Intergovernmental Relations (ACIR) observed several decades ago, “political decisions remain political decisions whether made by a unit of general government or a special district” (1964, 53).7 Specialized governance might alter the political incentives that influence local policymaking, but it does not eliminate politics altogether. When a policy decision involves the distribution of scarce resources, politics are inescapable.

Existing Theories of Specialized Governance

Much of the theoretical attention special districts have received arises from a larger debate over the ideal form of metropolitan organization. On one side of the debate are the polycentrists who favor the fragmentation produced by multiple competing governments operating within a region. On the other side are the supporters of the reform tradition in local governance who prefer a consolidated body to govern the region as a whole. The debate has focused primarily on geographic fragmentation, or the density of municipalities in an area, but scholars on both sides extend their arguments to the functional division of responsibility among limited-purpose governments. The two perspectives offer different accounts of the incentives that specialization and fragmentation create for local political actors, and they produce competing predictions about the consequences of specialized governance for efficiency, responsiveness, and policy coordination within and between communities.

Metropolitan Reform Theory

The dominant view of special districts comes from reformers who argue that specialized governance creates redundancy, waste, and an opportunity for progrowth special interests to dominate local policymaking. Rooted in the Progressive Era reform tradition, this framework treats metropolitan organization as a management problem. The unit of analysis is the metropolitan region, and reformers ask how political systems should be organized to maximize benefits for the region as a whole. They conclude that the best solution is to consolidate governing structures across geographic and functional boundaries in order to create large, multifunction governments that integrate management of a region’s public services.8

Metropolitan reform theory evaluates efficiency according to the costs of service provision and predicts that overlapping jurisdictions will result in wasteful and costly service duplication. Conflicts between governments whose boundaries intersect make it more difficult to negotiate and maintain agreements about service responsibility. Moreover, the fragmentation of authority among governmental units reduces the visibility of each individual unit, hampering the public’s efforts to hold special districts accountable for their policy decisions. As John Bollens described in the leading reformist study of special districts in the late 1950s, “Special districts have multiplied so rapidly that citizens no longer keep themselves well informed on this aspect of governmental affairs. . . . Although conscientious citizens might conceivably have exercised effective control over a few governmental units, it was unreasonable to expect them to watch and regulate a multi-ring circus” (1957, 252-253). Reformers predict that this lack of accountability will give rise to runaway spending, further increasing the costs of service delivery.

Adding to the problems caused by fragmentation of authority are institutional features that depart from the democratic procedures and accountability mechanisms we expect in local government. In many special districts, governing officials are selected by appointment rather than by election. Where elections do occur, they often take place off the regular election cycle, reducing voter participation.9 In some cases, special district elections violate the principle of “one person, one vote.” The Supreme Court has upheld franchise limitations for special districts, opening the way for districts to confer voting rights based on property ownership.10 Landowners need not reside in the district to vote, and some districts even apportion voting power based on amount or value of land held. Appointment of district officials and property-based voting rules add another obstacle to the public oversight of special districts that reformers view as essential for controlling government spending.

According to reform theory, the lack of public scrutiny over special districts not only contributes to wasteful spending, but also reduces the responsiveness of policymaking to constituents’ interests.11 Reformers argue that districts’ low public profile, complex governing structures, and jurisdictional boundaries that divide communities of interest serve to confuse citizens and keep them from expressing preferences and grievances to their representatives. Where district officials are elected by popular majority, residents lack the time and information they need to cast informed votes; where officials are appointed or elected through exclusionary processes, residents may not even have the opportunity to participate. In the absence of public oversight and electoral accountability, reformers predict that special districts will develop a bias that favors groups with a concentrated interest in specific functional areas. Special-interest groups are the only ones with the time and resources necessary to monitor district activities and lobby district officials. Victor Jones, an early reform scholar, argued that a “separate government for each function would be the ideal solution of the problem of governmental areas from the point of view of single-interest groups” (1942, xxi). Specialized governance allows these groups to dominate policymaking within their area of interest and to avoid participating in city or county government. Their absence from the broader venues of local politics, Jones argued, “weakens the general government for its most important function of bringing the complementary and divergent interests of a locality together into a community” (1966, 240).

To reformers concerned about integrating policymaking within metropolitan areas, perhaps the biggest drawback of specialized governance is its potential for creating coordination problems.12 The provision of a public good or local service can produce externalities that spill over territorial and functional boundaries. For example, a positive geographic spillover occurs when a city establishes a public park that residents of neighboring communities can enjoy; a functional spillover exists if a water district’s upgrade of its distribution system results in improved water pressure for firefighting. Policy spillovers are frequently negative, however, and they can be an important source of conflict between neighboring or overlapping governments. Many negative spillovers relate to growth and land use. The extension of infrastructure into previously undeveloped areas affects environmental quality and creates new demand for public services, and it can induce unwanted growth in nearby communities. Reformers predict that specialized governance increases the incidence of negative externalities because of fragmentation of policy authority, redundancies in service provision, and districts’ bias toward progrowth special interests. Consolidation would create fewer opportunities for jurisdictions to adopt policies that negatively affect their neighbors and would provide a centralized venue for negotiating trade-offs across functional areas.

Through its influence on journalists and good-government groups, reform theory has come to dominate public perceptions about specialized governance. In states that are reliant on special districts, support builds periodically for measures to halt the proliferation of districts and to consolidate districts that already exist.13 These efforts occasionally bring about new accountability measures or procedural hurdles to district formation, but they are rarely successful in producing fundamental reform of local government. Proponents of the “new regionalism” recently have laid new charges against metropolitan fragmentation, contending that it contributes to racial and economic polarization (Orfield 1997; Rusk 1993) and fails to address environmental and social challenges that are fundamentally regional in scope (Downs 1994; Katz 2000). Unlike the midcentury reform literature, however, this new metropolitan reform theory is ambivalent about special districts. Although some see districts as an obstacle to regional coordination (Hamilton 2000), others view regional special districts as a politically feasible step toward generalpurpose metropolitan governance (Altshuler, Morrill, Wolman, et al. 1999; Downs 1994; Pagano 1999).

Public Choice Theory

Metropolitan reform theory begins by focusing on the metropolitan region and asks how to coordinate governance at the regional level. In contrast, public choice theory begins with the individual, assumes that he or she will behave rationally, and examines how different governing structures create incentives that guide individual behavior and influence decisions about policy and service delivery. Scholars working in the public choice tradition reach the opposite conclusion from reformers: they contend that local governance will be most efficient and responsive if authority is fragmented among overlapping units whose size and functional scope are designed to meet the demands of the activities they perform.14

Public choice scholarship embraces special districts for creating competition among local governments, which provides an incentive for each government to operate more efficiently. Drawing on Charles Tiebout’s (1956) model of local governance as a marketplace in which jurisdictions compete for residents by offering rival packages of public goods, public choice scholars argue that functional specialization promotes economies of scale and makes available a wider range of tax and service bundles than would be available from a single general-purpose government, thus allowing a better match between residents’ preferences and public services. Dividing responsibility for public functions is expected to contribute further to a competitive service economy by allowing appropriate scaling of public goods, separation of the production and the provision of services, and flexible contracting arrangements among local governments (Ostrom, Tiebout, and Warren 1961).15

Public choice theory measures efficiency not strictly by the cost of providing services, but rather by the quality of the match between residents’ preferences and service levels. An efficient local economy in this framework minimizes waste by allocating resources to maximize the benefits from their use. High spending on a service does not indicate inefficiency if local residents prefer a high level of service. Because smaller government units reduce the diversity of opinion within each unit, they improve the match between individuals’ preferences and service levels. Disentangling functions from one another through specialized governance also makes it easier for residents to express their preferences about a specific service, thereby increasing both efficiency and responsiveness in service provision.

The vote enhances the performance of fragmented systems by offering a tool for residents to express policy preferences and hold local officials accountable. Elections provide an opportunity to evaluate incumbents’ performance and prospective candidates’ policy positions. Citizens can use their vote to signal demand for more or less spending or to register an opinion about a salient policy conflict. A vote sends a clearer message about policy preferences when the offices being contested oversee a limited range of functions:

Voters often face a “blue plate” menu problem, in being forced to allow a single action—a single vote—to express preferences on many issues. . . . A priori, the choice for delegates will be more efficient if the delegate is responsible for a small related set of public activities rather than for a large number of unrelated public activities because in the more limited area, the individual voter has more chance of finding a delegate whose positions coincide with his own. (Bish 1971, 70)

Multiple and overlapping service providers allow expression of more complex sets of preferences because residents can separate their preferences on parks from their preferences on public safety or land use and can evaluate public officials for their positions on the specific functions they oversee. Thus, the vote becomes a more effective mechanism for ensuring accountability and responsiveness. In a multidimensional election, officials cannot discern what issues drive the vote calculation. In a special district election, votes more clearly express preferences about specific policy functions. Special districts also allow more flexibility for meeting demands for a public good that deviate from the average (Hawkins 1976; Ostrom, Bish, and Ostrom 1988).

Another way for residents to express issue preferences is to communicate directly with local officials, and public choice theory contends that such communication also becomes easier when governing structures are organized along functional lines. The layering of independent governments provides citizens with multiple access points, reducing the cost of communicating with government officials. Public officials will face fewer demands on their time due to the smaller portfolio of functions they oversee. When a single government is responsible for all services, it can be difficult for residents to gain access to public officials; as a consequence, politicians will be most likely to hear from those residents who have the most political resources. Organized lobbying may be necessary to capture the attention of public officials in general-purpose governments, creating a bias in favor of interests concentrated on a particular policy issue and with resources and experience in communicating with government officials.

Finally, public choice scholarship offers an optimistic assessment of interlocal coordination in regions with fragmented governance. In the public choice framework, one key to achieving efficiencies is the development of contracting networks that allow the production and provision of public goods each to occur within boundaries that take advantage of scale economies, minimize negative spillovers, and ensure political representation. The existence of multiple producers and providers promotes healthy competition among governments as well as the development of cooperative relationships that provide communities with even more flexibility to meet service demands. Some public choice scholars acknowledge that there may be contexts in which multiple producers lead to a net loss in efficiency, but in general they predict that the costs of reaching and enforcing agreements will be low enough not to cancel out the benefits of fragmentation (see E. Ostrom 1972).

Empirical Literature

The debate over metropolitan organization has produced a sizeable empirical literature testing the microfoundations of Tiebout’s model and the efficiency effects of fragmentation among general-purpose governments.16 Special districts receive peripheral attention at most in these empirical tests. Despite considerable theoretical development, we have little empirical evidence on the policy effects of functional specialization. The few studies that directly compare spending of special districts and general-purpose governments produce competing results, finding that specialization either raises or lowers spending on a function (Mehay 1984; Minge 1976). Aggregate analyses of the effects of district proliferation suggest that district reliance tends to increase local spending (DiLorenzo 1981; Foster 1997; MacManus 1981). This result does not necessarily refute public choice assertions about special district efficiency, however, because district reliance may be a sign that local residents prefer higher levels of service.

No previous study has examined responsiveness and policy coordination across a large number of special districts. However, case study evidence lends support to the criticisms lodged by metropolitan reformers. A number of studies have argued that the invisibility of special districts allows them to be captured by developers pursuing a progrowth policy agenda. Reviewing the results, Kathryn Foster concludes, “The most fundamental finding is that special districts influence public policy in ways often inconsistent with public goals, particularly with respect to growth and development. Although some studies. . . document districts’ ability to slow growth, most underscore the. . . contention that districts foster prodevelopment agendas” (1997, 77-78). Notable examples of developerdominated districts include the municipal utility districts (MUDs) that developers set up to provide water and sewer services to new housing near Houston (Perrenod 1984; Porter, Lin, and Peiser 1987; Thomas and Murray 1991) and water districts serving the vast arid urban landscape of southern California (Gottlieb and FitzSimmons 1991). Texas MUDs historically have served as an instrument for development, allowing infrastructure expansion to keep pace with the state’s rapid growth. In the absence of public accountability, many utility districts engaged in financial misdeeds and failed to maintain environmental standards, ultimately leading to groundwater depletion and land subsidence. Even after the state increased oversight of MUDs in the 1970s, developers continued to use the districts as a tool to achieve their growth goals (Egerton and Dunklin 2001; Thomas and Murray 1991). Southern California water districts receive more careful public scrutiny than the Texas MUD received, but some analysts have argued that the districts’ strong preoccupation with promoting growth has imposed environmental and social costs on the region.17

These case studies indicate that special districts can become dominated by developer interests, but it is not clear that limited-purpose governments are any more progrowth than the cities and counties they overlap. Researchers who have examined Houston’s MUDs and southern California’s water districts have not explored the counterfactual scenario of whether policy outcomes would be any different if a general-purpose government had made water decisions. The invisibility of water agencies in both cases may facilitate decision making that favors developers, but there is little reason to expect a different outcome had a city or county been in charge. In the case of southern California, Los Angeles County is notorious for its progrowth outlook and expansionist history. The Department of Water and Power for the City of Los Angeles was instrumental in obtaining the water that allowed the city to boom (V. Ostrom 1953); it was surrounding communities’ concerns about Los Angeles’s monopolistic use of water for expansion that prompted formation of the region’s Metropolitan Water District (Gottlieb and FitzSimmons 1991). In Texas, Harris County and the City of Houston similarly share a progrowth outlook, and MUDs are more an instrument of the city than an alternative to it. Utility districts allow development without the city’s or county’s taking on new fiscal obligations; by the time incoming residents have paid off some of the debt incurred for the development, Houston typically has annexed the area. The arrangements create a partnership between developers and the city, which together make decisions about development without participation from any other actors (Thomas, Hawes, and Calderon 2003). Oversight of water service by the City of Houston rather than by a patchwork of MUDs might have reduced the pace of development there, but for reasons of institutional capacity rather than because of policy choice.

In sum, then, the empirical evidence comes up short in measuring the impacts of specialization on efficiency, responsiveness, and policy coordination. Although results are mixed, the balance of evidence suggests that special district governance tends to increase the cost of local public services. But it is not clear whether the costs result from redundancy and wasteful spending, as reformers would expect, or from higher service demands from special district constituents. Moreover, we have little evidence that indicates whether policy responsiveness and intergovernmental cooperation are possible within a system of specialized governance. This volume aims to address these questions.

A Conditional Theory of Specialized Governance

Both dominant theories of specialized governance assume that specialization will have the same effects across functions and policy contexts.18Each theory points to a set of institutional structures and attributes differences in policy outcomes to the presence or absence of those structures. For metropolitan reformers, the primary offending institutions are the selection processes for special district officials. Selection by appointment rather than by election, property-based voting rules, and off-cycle elections, they argue, reduce the visibility of district officials and their accountability to voters. Absent strong reelection incentives, district officials become less responsive to their constituents. Fragmentation of authority makes it difficult for citizens to monitor each individual government and increases the costs of policy coordination on complex, regional issues. In a system of limited public oversight and strong incumbent protection, reformers argue that district officials can deliver policy outcomes that favor developers and other private interests without worrying about staying in office.

Public choice theory finds the source of bias in multidimensional elections. In the classic median-voter model of majority elections, voters’ policy preferences align along a single dimension.19 Politicians then craft policies that appeal to the pivotal voter, whose preferences dictate election and public policy outcomes. In multidimensional elections, however, an individual’s vote does not make a clear statement about policy preferences, especially in local elections, where issues often have little ideological content. A city council member who wins reelection over a well-funded challenger might not know whether voters expressed approval of her leadership in firing the police chief or of her support for economic development. With low rates of turnout and noisy signals from election results, direct appeals become more important in guiding local politicians’ decisions. Constituents do not have equal ability to make effective demands, however, and those who are most articulate and effective in organizing on their own behalf will have the most influence in a general-purpose venue (Ostrom, Bish, and Ostrom 1988). In contrast, the vote in a specialized election contains more information, reducing the influence of direct lobbying on policy decisions. The outcome, public choice scholars argue, is more equal representation in specialized venues and greater responsiveness to the median constituent.

Both of these theories oversimplify the complex and variable dynamics of policymaking in both specialized and general-purpose venues. The property-based voting rules that reformers highlight merit attention from the standpoint of legal principles, but empirically they are uncommon.20 Appointment of district officials is more widespread, but the majority of district officials win office through popular election where voting rights are shared equally. Although special districts often operate outside the public’s view, in most cases voters have the opportunity to replace district leadership if policies depart too much from public preferences. Moreover, even where districts are more costly to monitor, active neighborhood and interest-group organizations can counter developers’ efforts to dominate district decision making.21 Just as reformers overlook the many districts with effective accountability mechanisms, public choice scholars mistakenly assume that these mechanisms exist for all districts. Instead, there is important variation across districts in their structural organization—for example, in the location and flexibility of boundaries and in the opportunities for electoral participation. These institutional factors most likely have an impact on special districts’ performance in responding to constituents and cooperating with neighbors.

Predictions about the impact of specialization also fail to account for variation in the behavior of multipurpose legislatures across policy issues. In a general-purpose legislature, decision makers must be selective about where they allocate attention (Jones and Baumgartner 2005). The breadth, volume, and complexity of their workload make it impossible to engage in fully rational decision making on every policy issue. Legislators use informational shortcuts to reach decisions on some policy questions. They delegate other questions to bureaucracies or leave them off the agenda altogether. In short, decision processes vary across issues in a multidimensional legislature, with some issues taking priority over others. Thus, the effect of establishing a specialized venue for decision making should be conditional not only on the institutional structure of special districts, but also on the attention an issue receives in a traditional legislative venue. This conclusion is the core of the conditional theory of specialized governance I propose and depict in table 2.1.

Although the conditional theory that I propose departs from the dominant treatments of special district governance, it builds on a long line of urban politics scholarship emphasizing the mediating role of institutions. A government’s institutional organization can affect its responsiveness to different demands and its capacity to address policy challenges. Structural factors can promote or stifle electoral competition and policy change, and they can stack the deck to favor certain groups or outcomes. Institutions sometimes have a direct effect on policy outcomes; for example, governance systems with many veto points often have a bias favoring the status quo. More commonly, however, institutions interact with local political conditions or problem conditions to mediate the effect of these forces on public policy. Institutional design can affect how a government responds to population growth, financial strain, or heterogeneity of local preferences. Some institutions may be more responsive than others to a vocal minority’s demands, or they may provide an easier path to elected office for members of underrepresented groups. A classic treatment of local government organization argued that “political institutions ’filter’ the process of converting inputs into outputs” (Lineberry and Fowler 1967, 715). Subsequent scholarship has applied this framework to demonstrate how city and county institutions interact with political and problem context to shape local outcomes (Clingermayer and Feiock 2001; Lubell, Feiock, and Ramirez 2005; Mullin, Peele, and Cain 2004; Schneider and Teske 1995; Sharp 2002). This study uses a similar approach in comparing policies obtained through provision of services by a municipality and provision by an independent special district. I argue that the effect of institutional design is contingent on the nature and intensity of local demands.
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Specialization and Responsiveness

The conditional theory of specialized governance begins with the assumption that special district officials have objectives that are similar to other public officials’ objectives. They aspire to maintain their office through reelection or reappointment, and they also share with generalpurpose legislators an interest in promoting policy-related goals. Their focus on a single dimension of local policy, however, affects how these motivations operate. Whereas city and county officials divide their attention among a diverse set of demands, specialized venues reduce the policy space to a single function or issue. Special district officials face lower opportunity costs for investing time to learn about technical complexities and political interests related to that issue. They also face limits on their ability to enact policy that crosses issue boundaries. In contrast, the constraints on cities and counties are informal: these governments have legal authority to act, but they may lack information due to demands on their time and attention. An important factor affecting the influence of these formal and informal constraints on politicians’ behavior is the severity of the problem that governments are trying to address.

Objective conditions related to a public problem might influence local officials’ behavior in two different ways. First, the severity of a problem should have differential impact on governments’ capacity to search for and enact efficient policy solutions. Policy-oriented local officials should seek to make optimal use of public resources. Limits on time and information make doing so more difficult in a multidimensional issue environment, and the actual severity of public problems is likely to be a factor contributing to how general-purpose legislators allocate their attention. Special district officials do not face the same demands on their attention, and therefore they should be able to pursue efficient policies regardless of the status of problems within their issue domain.

Problem status also should have a differential impact on the electoral incentives facing specialized and general-purpose officials. Studies of policy responsiveness at the federal level have shown that representatives are more likely to heed constituent opinion on salient issues because those issues play a larger role in individuals’ vote choices (Kingdon 1973; Page and Shapiro 1983; Wlezien 2004). Legislators also will attempt to anticipate constituents’ preferences about potentially salient policies. A policy’s potential salience is related to the severity of the problem and the likely distribution of the policy’s costs and benefits (Arnold 1990). Issues are more likely to become part of the voting calculation when a problem becomes more severe or when policy decisions impose visible costs on constituents.

Thus, for city and county officials the electoral payoff for addressing a public problem varies with the seriousness of that problem.22 Generalpurpose legislators have an incentive to respond to their constituents’ perceived preferences on issues that are salient or potentially salient. Where objective conditions provide no reason for public concern, city and county officials perceive that the issue has low salience, leaving them free to follow their private preferences or respond to appeals by vocal minorities and interested groups. They anticipate that the median voter will pay more attention to policy actions in other issue domains. The severity of a problem should have less influence in a specialized policy venue that focuses on a single issue. Functional specialization reduces the voting space to a single dimension, so special district officials have reason to respond to constituent opinion even if the function they oversee is less salient than other local issues and if objective conditions are good. Voters have no other criteria on which to evaluate specialized politicians’ performance, so responsiveness should be high regardless of issue context. Minority interests should have less ability to influence policy decisions, because special district officials have no other issues on which to earn majority constituent support.

This argument about the conditional relationship between specialization and responsiveness applies the concept of issue unbundling developed in papers by Timothy Besley and Stephen Coate (2002, 2003) on citizens’ initiatives and elected regulators (see also Besley and Case 2003). Besley and Coate explore why majoritarian institutions might produce different policy outcomes when candidates always have an electoral interest in responding to majority opinion. In a general-purpose legislature, the bundling of multiple issues can yield nonmajoritarian outcomes on individual issues. Ballot initiatives and direct election of regulators change the incentives for policymakers and force greater policy responsiveness.

Special districts provide an alternative institutional mechanism for unbundling. In multidimensional elections for city and county officials, citizens have only a single vote to express preferences on a bundle of local issues. They select a candidate based on candidate positions on the most salient issues. For issue areas where objective conditions are perceived to be good, special-interest investments in campaign contributions and lobbying can distort policy outcomes away from the majority’s preferences. Unbundling these issues from other dimensions of local policy should bring policy decisions closer to majority preferences because voters will evaluate special district candidates for their positions only on the individual issue. It also should reduce the logrolling that shifts policies away from the majority-preferred outcome on any one issue. For issues where problem conditions are poor, all local officials will have an incentive to respond to citizen preferences, so issue unbundling is less important. Figure 2.1 shows a graphic depiction of the argument.

Note that policy outcomes are predicted to be similar across institutional venues where problem status is more serious, but it is possible that general-purpose governments may be the less-biased venues under these conditions because of cities and counties’ higher visibility and their more effective mechanisms for responsiveness. Many special districts are indeed hidden governments, operating outside the public view and without direct electoral accountability. Where problem conditions are severe and general-purpose politicians have incentives for majoritarian responsiveness, their higher visibility and more extensive legal authority should promote more effective policymaking. Moreover, we should see variation in decision-making bias among special districts based on election rules that affect districts’ structural capacity for responsiveness.
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Figure 2.1

The effect of problem severity on responsiveness.


The conditional theory produces straightforward predictions about the effect of specialization on outcomes when a policy question is specific to a single local function. In the case of drinking water, questions about the level or structure of a pricing system or the adoption of new water treatment technology have few consequences that spill over into other functional areas.23 For these single-issue questions, I expect problem severity to condition the effect of specialized governance by shaping the political incentives facing public officials in a general-purpose legislature.

The dynamics of specialization are more complicated for decision making on policy questions that involve multiple functions. Drinking water policy is inextricably linked with other local issues. The siting of roads and parks affects water quality and supply, and the design of a water system helps determine the efficacy of a community’s fire protection.24 Most important are the interrelationships between a community’s approach to land use and the local water supply. Adequate water is a necessary precondition for new development; even if the planned homes and businesses will rely on private wells, developers and future homeowners need assurance that groundwater resources will support the proposed project. If the development will connect to a public water system, an investment in infrastructure and treatment facilities may be required. Not only does water supply affect options for land use, but the relationship also operates in reverse. Expanding a utility’s service area can affect water quality and supply for existing customers and stimulate further development. The design of new development can lock in water-use patterns for decades to come because in many regions lawn care alone accounts for half or more of residential water use (U.S. EPA 2006).

General-purpose legislatures are equipped to address complex problems that involve multiple issues; the committee systems that most legislatures employ to divide their labor allow the development of issue expertise without sacrificing coordination and information exchange across issue areas.25 Special districts are less flexible than traditional cities and counties with respect to their functional responsibilities, which creates challenges when addressing problems whose effects spill over functional boundaries. Water districts, despite their limited functional scope, frequently face policy decisions with impacts that reach into other issue domains—and into other local governments’ jurisdictions.

I argue that special districts caught between formal limits on their authority and public demands for policy action will not restrict themselves to a narrow interpretation of their functional responsibilities. They will take action on policy questions that involve multiple dimensions. District officials have several incentives to stretch the functional boundaries of their authority. First, if the policy question has any relationship to the district’s formal jurisdiction, constituents might expect district action— even if the policy itself lies outside the district’s responsibility. Second, a further electoral incentive might exist if a district official hopes to use her position as a stepping stone to higher office. A politically ambitious official will want to build a policy record in multiple issue areas. Finally, district officials may choose to act based on their private preferences on the policy question, especially if those preferences coincide with their constituents’ preferences.

Problem severity also plays a role in conditioning the impact of specialization on these complex policy questions. As with other types of policy decision, general-purpose governments will be more responsive to majority opinion where conditions related to the underlying problem are severe. Moreover, I expect problem severity to affect special districts by reducing districts’ policy activity on questions that lie at the boundaries of their functional jurisdiction. Where problem conditions are normal, special district officials should feel free to follow their personal preferences or those of their constituents and implement policies whose impacts spill over into other issues. Problem severity raises the stakes on policymaking and expands participation by interest groups and the general public. Action by a special district entails more risk and may provoke a neighboring government or interested stakeholder. As a result, I predict that higher levels of problem severity make it more likely that districts will defer to the general-purpose governments’ policy authority.

Specialization and Policy Coordination

The conditional theory proposes that problem context and institutional structure condition the effect of specialized governance not only on policy responsiveness, but also on cooperation among localities. Interlocal cooperation offers a wealth of benefits for local governments and residents. It can enhance efficiency by taking advantage of slack resources for the public good production and by providing compensation for negative externalities. A community that has reached the limit in its water treatment plant’s capacity might contract with a neighbor for treatment services rather than build a new facility; a community that needs to protect its source water might pay a neighboring jurisdiction to prevent development in critical parts of a watershed. Cooperation also can help overcome service inequalities that emerge in a fragmented political system. Contracts and informal “handshake” agreements between governments allow small jurisdictions to pool their resources or obtain goods or services from larger local governments (G. Miller 1981; Stein 1990).

The scale of many special districts, their overlapping boundaries, and their limited functional scope combine to produce more opportunities for interlocal cooperation than in a system of general-purpose local governance. Special districts may have boundaries that were designed to address service gaps rather than to maximize efficiency in public good production. Some districts are so small that the investment costs for capital-intensive projects become prohibitive. The average staff size for a water district is just eight full-time employees.26 Those districts with small staffs may have difficulty producing and delivering public goods and services independently. At the same time, cooperative agreements allow large special districts that are performing capital-intensive functions to reduce waste by sharing their excess capacity with nearby communities.

Interlocal cooperation offers even greater benefit when a policy’s impacts reach across issue boundaries, so that a district’s policy decisions have effects that spill over into other governments’ jurisdictions. Take, for example, a water utility that is planning for the replacement of aging pipes. The project may be necessary for long-term reliability in water service, but it will have negative spillover effects in the short term by disrupting traffic, creating noise and disturbance for neighbors, and imposing losses on commercial businesses. If the utility is part of a generalpurpose local government, the city or county might lessen these costs by allocating more traffic control and street repair resources to the affected neighborhoods and by coordinating pipe replacement with other infrastructure renewal projects. A consolidated jurisdiction would act on its own to minimize the negative spillovers. A water district would have less ability to redirect resources in this manner, making contracts a more attractive option for managing spillover effects. It would be less costly to contract for traffic control and street repair than to keep personnel on staff to perform these duties. Thus, because of territorial overlap and narrow functional scope, special districts may enjoy particular benefits from pursuing alternative service arrangements through cooperative partnerships.

Along with greater benefits, however, come higher costs. Whereas a city council would designate the contributions of various municipal departments in the case described, specialized governance requires agreement among autonomous entities in order to lessen the impacts of the pipe-replacement project. Bargaining between independent actors is costly under any circumstances due to uncertainty and the potential for opportunistic behavior (Williamson 1975). These costs are even higher for political institutions, because the weak linkages between representatives and their constituents heighten uncertainty in the enforcement of agreements (North 1990). Politicians may negotiate agreements without full information about citizens’ preferences. When these agreements are among departments within a city or county structure, hierarchical relationships provide little opportunity for departments to renege. Negotiation between governments shifts debate into the public sphere, introducing new actors who might try to influence the elements of a partnership agreement or to exercise a veto. In effect, negotiation expands the scope of the conflict and increases uncertainty about its outcome (Schattschneider 1960). I argue that specialization has the potential to make policy coordination more visible to constituents but also more costly.

Interlocal cooperation is a form of institutional collective action that may allow achievement of collective benefits that cannot be attained by governments acting independently.27 Under the right conditions, agreements can make all parties better off by using existing resources more efficiently and making it easier for local governments to satisfy their constituents’ preferences. But information constraints, bargaining costs, and enforcement problems can interfere with the development of cooperative relationships. Institutions are most likely to overcome the hurdles to collective action where policy problems are severe and resources are available to help offset the transaction costs associated with negotiating and reaching agreement (Lubell, Schneider, Scholz, et al. 2002). Public choice and metropolitan reform theories offer different assessments of these costs. Public choice assumes that transaction costs are low and treats interlocal contracting as a critical tool for achieving efficiencies in a competitive public economy. Metropolitan reformers perceive the costs as prohibitive and therefore predict little cooperative activity to emerge in a fragmented political system.

Here again, I argue that attention to policy context is critical for understanding the impact of institutional design. A system of specialized governance offers more opportunities for interlocal cooperation, but the costs of engaging in cooperation are high. Factors that influence the benefits or costs of cooperation will affect the likelihood that cooperative behavior emerges. One such factor is problem severity, which increases the benefits of overcoming the hurdles to collective action. Where problems are severe, politicians will come under pressure from constituents to find a policy solution, which will make them more likely to see the advantages of developing partnerships with neighbors. The political and policy benefits that accrue from addressing a serious problem help to outweigh the costs of conflict expansion.

Another factor is special districts’ institutional structure, which can affect the incentives for district officials to pursue cooperative relationships. Structures that insulate officials from public accountability, such as appointment of district officials, reduce the potential benefits from solving an important policy problem, but at the same time they also might lower the visibility and consequently the costs of negotiation.28 The flexibility of special district boundaries may influence cooperative behavior by reducing the benefits of interlocal agreements. Special districts that can easily adjust their territorial boundaries to address spillovers or respond to changing patterns of demand should be less likely to engage in partnerships in order to achieve these efficiencies. Finally, special district boundaries that crosscut those of neighboring cities and counties create distinct constituencies that may have diverging preferences on complex policy issues. These conditions will make it more difficult for policymakers to reach agreement and may introduce more actors into the policy process. In contrast, contiguity between special district and general-purpose boundaries should reduce the scope of conflict and provide more favorable conditions for cooperation.

Specialized Governance of Drinking Water

The debate over the costs and benefits of fragmentation in metropolitan governance has carried on for half a century.29 Less visible but nearly as long lasting is a similar debate over fragmentation in the governance of water resources (Blomquist 1992; Godwin, Ingram, and Mann 1985). Both debates have centered on the relative benefits of competition and centralized hierarchy, dedicating less attention to the consequences of government specialization. This book takes on the latter task.

In the chapters that follow, I examine who benefits from a system of specialized governance. A responsive government should benefit its constituents by delivering policies that a majority of constituents prefer. Not everyone wins in a majoritarian system; citizens with outlying preferences may be left unsatisfied. Yet the alternative is a biased system that consistently favors the interests of a minority over those of the majority. A government that collaborates with its neighbors benefits constituents by delivering services more efficiently and helping develop effective policies to promote regional integration and equality.

It is the public who benefits from responsiveness and interlocal cooperation. A biased system favors a minority, usually wealthy, highly educated homeowners who have higher rates of political participation (Fischel 2001; Gilens 2005; Oliver and Ha 2007). In the context of local politics, another minority that stands to gain is made up of the developers and landowners who profit from residential growth. According to the influential growth-machine hypothesis (Logan and Molotch 1987; Molotch 1976), the default position for most local governments is to join economic interests in pursuit of growth. Individuals and businesses who stand to profit from development decisions invest time and money to influence the local officials who make those decisions. They also will take advantage of long-standing and persuasive symbolic arguments about the positive benefits of growth for a community. Residents who seek to organize against growth must overcome collective action problems (Olson 1965; Schneider and Teske 1995) and systemic conditions that predispose local officials to ally themselves with the growth machine (Stone 1980). The antigrowth activists are often resource-rich homeowners, however, who themselves may enjoy access to the community’s decision makers.

This study evaluates whether specialized governance provides an advantage to either of these groups. The focus is on identifying and measuring the effects of specialization, but in doing so I propose a new way of looking at policymaking in traditional city and county venues. If the conditional theory holds, then developers and resource-rich interest groups often do have disproportionate influence over municipal decisions about development and urban service delivery. Politicians in general-purpose venues concentrate on satisfying constituents on the most salient issues, perhaps schools or public safety, and they respond to the growth machine on issues that residents ignore. But the conditional theory also helps explain situations where a growth machine fails to dominate city or county policymaking. When policy challenges become more serious and citizens turn their attention to an issue, city and county politicians are not willing to pay the potential electoral price for developer domination.

The empirical tests examine contemporary policy challenges in the management of drinking water. In some respects, we should expect to see less variation in preferences about water policy than about many other local issues. It seems safe to assume that everyone wants access to a clean, reliable source of drinking water at a low price. Although this goal may be near universal, specific policy decisions present trade-offs involving willingness to pay for public goods, the distribution of service costs, the choice of spending priorities, and local governments’ responsibility to accommodate and provide for residential growth. Indeed, Paul Peterson (1981) declares that allocational functions such as the provision of drinking water—local services from which all residents benefit—give rise to the most contentious local politics, because one resident’s gain is likely to impose a cost on another resident. In a biased system, some groups consistently gain despite being in the minority. The empirical analyses that follow look for evidence of bias across institutional structures and problem conditions. If specialized governance provides a systematic advantage to certain interests in the development of water policy, there is reason for concern that the bias extends to other policy areas as well.

Apart from detecting patterns of bias and responsiveness, investigation of drinking water policy reveals whether the nation’s public water utilities are prepared to address the challenges associated with distributing a scarce resource among a growing population. A biased system can exacerbate socioeconomic inequality and diminish trust and confidence in governmental authority. But our requirements for local governance extend beyond responsive policymaking, especially for a function as essential and as vulnerable as the provision of drinking water. Governments also must be competent in developing and implementing policies that will achieve efficiencies and extend scarce resources. They must be receptive to policy innovation and be willing to cooperate with neighbors. The new local water politics places high demands on local governance, and we need to understand whether governing institutions are ready to confront the challenge.

The Question of Institutional Choice

The empirical analyses in the following chapters take institutional design as a previously determined choice and examine its consequences for public policy. Before I turn to the analyses, some words of defense for treating institutional design in this way are in order. Of course, the choice of specialized governance is not strictly exogenous to the local political and problem conditions I address. Political actors create special districts in order to solve problems and help satisfy local demands. If these actors are making a simultaneous decision about institutional design and public policy, the relationships I uncover between special district governance and policy decisions may be spurious—factors related to the local context may account for both outcomes.

A full accounting of institutional choice is outside the scope of this study. However, there are two dominant reasons why the determinants of institutional design cannot explain the policy choices documented in my analyses. First is an issue of timing. On the whole, water districts are old relative to the policies under consideration in the new local politics of water. The policies I examine are strategies that have emerged in the past twenty-five years for pricing and distributing water in the face of resource constraints. Most water districts were formed earlier, during the era of supply-side solutions. Starting with a national sample of water utilities surveyed by the American Water Works Association (AWWA) in 1999, I used information from the U.S. Census Bureau’s Census of Governments and from state and water district Web sites to identify dates of district formation. Within the sample of 107 water districts for which information was available, the median incorporation date was 1953. More than three-quarters of the districts formed before 1970, and just thirteen districts formed after 1980.30 In most communities, problem conditions related to water persisted between institutional design and the recent policy adoptions that I examine. The organization of local political interests almost certainly changed, however, especially considering the dramatic shift that occurred in policy responses to water scarcity during that time. Previous research on special districts suggests that developers often dominated district formation, especially during the 1950s and 1960s (Burns 1994); developers are the leading detractors of the policies discussed here. If local actors are jointly choosing specialized governance and water-policy outcomes, we at least should expect more recently formed water districts to be more likely to adopt these policies. In the analytic chapters, I provide evidence demonstrating that this pattern does not hold.

Second, only a weak relationship exists between local problem conditions and institutional design. Although specialized water governance is more common where water problems are more severe, water districts in fact are scattered throughout the country. Table 2.2 shows data from the 2002 Census of Governments (U.S. Census Bureau 2002b) on the number of water districts by region. The West has a large number of water districts relative to the nation as a whole, but the middle and upper Midwest is even more district reliant, even though mean temperatures are low, precipitation is typically more than adequate, and water supplies are plentiful. The South has the smallest number of water districts per capita, even though it includes Texas and Oklahoma, two of the most district-reliant states.

Table 2.2

Water Districts by Region, 2002

      


	
 
 
	
Number of water districts
 
	
Number of water districts per 10,000 population
 



	
Northeast
(CT, ME, MA, NH, NJ, NY, PA, RI, VT)
 
	
4,680
 
	
0.87
 



	
Midwest
(IA, IL, IN, KS, MI, MN, MO, ND, NE, OH, SD, WI)
 
	
12,229
 
	
1.88
 



	
South
(AL, AR, DE, FL, GA, KY, LA, MD, MS, NC, OK, SC, TN, TX, VA, WV)
 
	
8,443
 
	
0.82
 



	
West
(AK, AZ, CA, CO, HI, ID, MT, NM, NV, OR, UT, WA, WY)
 
	
9,700
 
	
1.48
 





Source: U.S. Census Bureau 2002.

At the local level, climate variables that are strong determinants of water demand have little power in explaining institutional design. To measure the effect of water problem severity on the choice of specialized governance, I plotted the utilities in the AWWA sample on a map of the nation and identified local climate characteristics for each utility’s location.31 Indeed, both the average maximum daily temperature in a location and the average level of precipitation have a statistically significant relationship with institutional organization in the expected direction. Water districts are more common where the weather is hot and dry. However, knowledge of local problem conditions helps little in predicting the form of a community’s water governance. A model of institutional choice that includes these climate variables produces less than a one percent reduction in error in predicting governance type over a null model predicting that a community will have a city-or county-operated water utility simply because that is the most common governing arrangement. Moreover, existing research demonstrates that district formation depends in large part on the influence of state enabling legislation, which may not be related to local problem conditions.

In sum, although water scarcity might promote the establishment of specialized institutions for managing public water supply, water districts are actually common in places where supply is plentiful, and the factors influencing the choice of specialized governance at the time of community formation are unlikely to account for contemporary choices over water policy. By treating special district governance as exogenous, I assume that no unmeasured factor influencing the policy outcomes I examine is correlated with the assignment of water districts. Instead, specialization and the crosscutting political boundaries that go along with special district governance create their own political incentives, changing local interests’ political strategies and helping shape the policy decisions made by public officials.
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