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Objectives

Develop atool forddressing the following

consequences ofreducing consumptive

use df watebyirrigation

On-farm economiccost

Off farm costs statewide economy

Community level effects on employment

population and property taxes

Potential state budget costs

NØedfórRØdbótibnsjrC1J..

Platte Basin Coop.Agrbement

Republican Basin Compliance with

Compact

Correct for Over Appropriation LB962

CU RŁductior Costs Depend on

HowCU is reduced policy options

Land retirement by purchase with premium to induce

voluntary sale Willing buyer-willing seller

Land retirement by purchase at market value

Equivalent to acreage regulation with compensation

Landretirement by leasing with premium to induce

voluntary lease

Land retirement by leasing at market value

Water allocation at alternative compensation levels

CU Reduction Costs Also Depend on

How much reduction is needed

When the reduction is needed and for how

long Considered 10 25 and 50 year

programs with reductions occurring at

different distances from the river

EcOnomic conditions such as crop prices

energy and other input costs and yields

Policy Options Considered

Land retirement by lease WB-WS

Land retirement by lease Market Comp
Land retirement by purchase WB-WS
Land retirement by purchase Market

Compensation

Allocation 100% Compensation

Allocation 50% Compensation
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Methodology for On-Farm Costs

Economic cost is equal to the difference in

net returns-with and .without the water

Used indicators of on-farm costs of land

retirement

Land sales narket

Lthid rental niarket

Budget calculations

No market indibators for allocation so used

budget calculatiohs only
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Calculation of On-Farm Cost for Allocation
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Methodology for Off-Farm Costs

Off-farm costs are the statewide effects on

farm-input suppliersgrainhandlers etc as

the ripple effect occurs

Estimated-using Lamphears I/O model

BØstrnbasure is.payments to households

Calculation of Off-Farm Costs from Land Retirement
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Calculation of Off-Farm Cost from Allocation

Required Angulated RedoCnd Short Run
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P18796 Basin 75000 794996 $27 $131

URNRD 41140 448717 -4 $27 $139

MRNRD
--

28605 312000 $41 $258
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Republican Basin -100000 1090717 $36 $176



Average Cost per
AF Reduction in Consumptive Use

Loud Retirement

Platte Basin $248 $185 $132 $114

Itepub Basin $292 $225 S167 $147

Allocation

Platte ttooio $235 $160 $146 $143

Ropols Itusie $331 $230 $212 $207

Duration of Off-Farm Costs

Off-farm effects from irrigation called

secondary or.indirect are transitory

Transitory because the displaced resources

eventually find alternative employment

ThereforŁfedŁral policies do n6tŁrmit

inclusion ofcondary costs or benefits

Most economists agree and choose to

ignore them completely

Duration of Off-Farm Costs

We concurthat they are transitory but

believe there is some long term effect

USDAERS economists found that after

to years there were no observable

effects of CRP land on county

employment

We.assumed that off-farm costs linearly

decrease from 100% of I/O estimates to

15% in 10 years then remain at 15%

Cootbtned On nd Off Farm Economtc Cost of Reducmg Consumpt
Use Depletions In 8asin

Short
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Local Community Impacts

Question Will irrigation reductions affect

employment population and property

taxes by enough to be of policy concern

Answer Effects small enough to be of

little concern as long as CU reduction

programs are not concentrated in small

part of basin

Depletions to Basin Vs Depletions to River

Only part of the reduction in CU shows up
as change in depletions to the river

within the relevant time period Depends
on aquifer properties and on where the

reduction in Cu

Therefore costs per AF of change in

depletions to the river will depend on

where irrigation is reduced Proximity to

river

State Budget Costs

Presented as $/AF reduction in CU $/AF

depletion to river annual cost and total up-

front cost

up-front cost is how much money would

need to be appropriated in year to cover

long term costs amortized at 4%
Administrative costs are not included



Annual State Budget Coats for Platte Basin Programs
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Obseroalians Annual program costs are independent otprogram length

Least expensive is and retirement if it cae be achieved without paying

preminm in compensation Most expesslee is alincation with 100%

compensation

Platte Long Term Program

$12000
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Summary Observations

Land markets prqvide the best indication

of actual on farm value of irrigation

The on farm cost of reducing consumptive

use avØrÆged $69 per acre-foot in the

Platte Basin

Offfarm costs are substantial in the first

years but diminish as the displaced

resources move to alternative uses

Summary Observations

Off-farm costs are lower for allocation than

for land retirement

Total statewide economic costs for the

Platte Basin ranged from $185 per AF for

10 year program to $1 14 for 50 year

program

Costs of reducing depletions to river are

much lower if irrigation is reduced in close

proximity to river

Summary Observations

Policy makers can minimize the cost of

reducing consumptive use from irrigation

and augmenting stream-flowby

purchasing rather than leasing irrigation

rights by using regulatory instead of

willing buyer and willing seller approach

and by reducing irrigation at locations

close to the river



Summary Observations

Allocation with compensation merits

serious consideration as an alternative to

irrigated land retirement programs Thanks for Listening

Cost uncertainties are due primarily to

unknowns regarding the type of

programs that will be used to meet
Questions

management objectives


