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	I want to thank all of you, and especially Peder Larson and Randall Mathis, the co-chairs of  the Regulatory Innovation Work Group, for inviting me to speak to you tonight. As our national system of environmental protection has evolved over the last three decades, states increasingly bave moved to the forefront, providing the leadership, the creativity, and as the title of this symposium suggests, the innovations which have helped propel us forward. It is no accident that as states have assumed greater responsibility, The Environmental Council of the States (under the able leadership of  people like Mary Gade of Illinois, Kathy Prosser of Indiana, and Harold Reheis of Georgia) has emerged as a major force in pushing the environrnental reforms necessary to improve our nation's environmental quality.


    


	You have gathered here in Minneapolis because you recognize that despite significant 


improvements in the environment, our greatest challenges may still lie ahead. Tonight I would like to discuss these challenges, and the critical role of the states in developing and testing an array of new tools to address them. In addition, I would like to focus on two efforts I have been involved with over the last two years, an expert panel at the National Academy of Public Administration, and a complex stakeholder process which is just completing its work, called the Enterprise for the Environment.


    


	Before turning our attention to the problems that lie ahead, sometimes it's useful to reflect on where we have been. Just for a moment, lets turn the clock back to late 1970 and try to recall the enormity of the task then confronting us. A fledgling EPA newly created by executive order and spread out in office buildings throughout Washington D.C. and the country, was struggling with the question of how to achieve some national consistency in environmental regulation. Earth day of 1970 represented an early explosion of public concern for the environment. Responding to these sentiments, Congress passed the original Clean Air Act. The recent searing image of the Cuyahoga River in flames had become a rallying point for clean water advocates.


    


	It was clear to many in Washington that a strong federal program was necessary for a number of reasons. Topping the list was the realization that many states were prone to becoming “pollution havens" in order to compete for industry and the general public had only recently developed a belief that industry was the cause of pollution. In the late sixties when I worked in


    


1


�



the Indiana Attorney General's office and represented the State Board of Health, there was no 


public support for environmental clean up and therefore no political support. Shutting down a plant and throwing people out of work because of discharges to the river was unthinkable. Our progress was grudging and glacial.


    


	Under these conditions, states did not have the right incentives to be good enforcers of the law. I remember a state actually advertised in Indiana newspapers saying, in effect "come on down, we won't trouble you with tough pollution control laws." So it appeared to many that there was a genuine need for national standards not only to assure the nation a minimal level of protection for human health and the environment, but also to insure that you could run but not hide.


    


	Another factor arguing for a strong federal program was that in the states, even where there was the political will to get tough on pollution, there was little capacity, technical know how, or in some cases even clear authority to bring actions to hold responsible those who were degrading the environment. Even at the national level, we found ourselves resorting to a 1899 law called the Rivers and Harbors Act to do something about water pollution.


    


	Of course, the problem was compounded by the attitude which existed in much of corporate America at the time. In the early days of environmentalism industry didn't take environmental degradation seriously, and there was more than enough bad faith to go around.


    


	Contrast that to today. Things are much better:


    


	-for starters, citizens and communities, armed with a wealth of information, are generally much better informed. The ranks of those who consider themselves environmentalists include virtually all Americans--from weekend hikers to duck hunters to corporate executives;


    


	-Another change, which you in this room can attest to, is that states have developed much greater capacity and know-how -- in some cases more than the federal government. Further, because of much greater support and awareness on the part of the public, you can muster the political clout to operate strong environmental programs. In fact, as some states are finding out, any appearance of weakness, or of coddling polluters can be a serious political liability. This is a big change from my days in Indiana in the early 60's;


    


	-and finally, industry has generally become more responsible. Nearly all major industrial
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leaders know that environmentalism is here to stay. Today's corporate executives are hearing the same things from their spouses and children that we hear. In most households if you tried to throw away an aluminum can you would get called on the mat and read the riot act by your own children. This is not to say that we can do away with rules or enforcement, or that there will not always be outliers. But this is an area where over the course of a generation we have witnessed a demonstrable change in attitude. On a more pragmatic level, firms wish to avoid charges that they are insensitive polluters, just as they wish to avoid defects in quality. The customers don't like it, and business now realizes that not paying attention to the environment can affect the bottom line. Environmental protection has become a permanent factor to be weighed by corporate America.


    


	These changes have enabled us to chalk up an impressive list of environmental accomplishments. According to EPA, 72 percent of the U.S. population, or 190 million people,. are now served by the 16,000 plus publicly-owned waste-water treatment facilities across the country. And although significant air quality problems remain, in general we are no longer fascinated by air we can't see. Although some may argue that the cost of achieving these improvements was unnecessarily high, there is little doubt that a strong federal presence was necessary, and that the nation is better off because we centralized some of our efforts.


    


	So given this impressive start, why is it that many experts believe that our environmental programs are running in place? By some measures we are not closing the gap. For example, the most recent water quality assessments are virtually identical to those of a decade ago: 64 percent of surveyed river and stream miles, for example, fully meet designated uses, the same figure reported in 1984 EPA reports each year on the non-attainment of air quality standards in several of our major urban centers.


    


	In addition, we are confronting a host of emerging problems which were not even recognized a quarter century ago, such as global climate change, air deposition of mercury and nutrients, habitat fragmentation, and new point sources pollution of all varieties.


    


	So how do we realize the next increments of environmental protection? How do we develop tools and strategies which are more sophisticated than the relatively blunt instruments we have been using, and are more tailored to address problems of individual behavior, such as nonpoint? One of the panels on which I recently served, at the National Academy of Public : Administration focused directly on these questions. The panel was chaired by one of own:     Jonathan Howes, the former secretary of the North Carolina Department of Environment, Health, and Natural Resources. It was a follow on to the l 995 study of EPA called Setting Priorities, Getting Results.  
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 I was a member of the panel, along with four experienced individuals in various environmental, academic, and public administration fields. We asked the staff  to conduct four case studies and to report back on a host of innovations, not just at EPA, but also at the state and local level. Because none of us had any particular political or institutional ground to protect, we were able to agree on a set of strong findings and recommendations. Please read our report. It is a first rate analysis overseen by the panel members but led by Dewitt John and an excellent staff.





	We concluded that the nation needs a strong EPA to set national standards for environmental quality. We also concluded that EPA must be responsive to the individual conditions and needs of each state, locality and company in order to ensure that we as a nation meet our environmental goals as efficiently and effectively as possible. That paradox -maintaining national standards while encouraging locally-tailored solutions -- can be resolved only if EPA, states, communities, and regulated firms begin to focus less on process and more on environmental results. Public institutions -- including the EPA and state agencies -- would continue to set environmental standards, but should adopt management tools that would encourage regulated firms and communities to find their own best ways to meet the standards.


    


	The panel looked at EPA's major reinvention efforts -- Project XL, the Common Sense Initiative, Community-Based Environmental Management -- and concluded that they were heading in the right direction but were still having only a marginal impact on EPA's core programs.


    


	We concluded that NEPPS, the National Environmental Performance Partnership System, was making significant progress in moving states and EPA toward performance-based management. One of our case studies focused on New Jersey to deepen our knowledge of how the program worked. We found that some state commissioners have used the NEPPS process to take a more integrated, cross-program look at their agencies' priorities. Others have used the process to open up their state-EPA negotiations to more public input. As all of you know, the system is still far from operational. States and EPA need to find a set of performance measures that will work over time;  states need to do more to involve the public; EPA needs to tie Performance Partnership Grants directly to Performance Partnership Agreements, arid find more effective ways to bring lagging states up toe higher levels of performance.


    


	Clearly one reason the NEPPS process has made as much progress as it has is because Congress specifically authorized Performance Partnership Grants. In a similar vein, the panel concluded that EPA's reinvention efforts would greatly benefit from congressional authorization                                      
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and encouragement. In fact, to steal a redemptive analogy, Congress would benefit from total immersion in EPA's efforts. (That's the kind of advice that would have scared the hell out of me when I was at EPA.)


    


	We proposed that Congress enact an "integrating statute," an act that would articulate a coherent mission for EPA and begin a gradual process of harmonizing EPA's media-based authorizing statutes. This statute should direct EPA to integrate its numerous reporting and monitoring requirements to produce a more coherent data base of changing environmental conditions. The statute should also authorize Project XL-style experiments flexible integrated permitting, authorize the broader use of performance-based management tools such as market mechanisms and direct EPA to bolster its capacity to evaluate programs and change them accordingly.


    


	Among the panel's other recommendations were several of particular significance to states. We urged EPA to build an authoritative national system for monitoring environmental conditions. Making that system credible and complete is absolutely essential if the nation is to move to a performance-based system. Many states will have to strengthen their monitoring networks to make this a reality. We also urged EPA and the states to continue to refine the performance measures that will help the public understand how each state is doing.


    


	Making all of these recommendations a reality depends on continued innovation at the state level and an increasing level of trust and openness between regulated parties, the public, and government agencies, and between states and the federal government.


    


	The NAPA panel was designed to complement a collaborative stakeholder process called the Enterprise for the Environment, which met over the same time period. We have learned over the past 2 1/2 decades that in order to make constructive changes in our environmental laws we have to have broad, bipartisan backing. Countless examples illustrate this premise, the most recent being changes to the Food Safety Act and the Safe Drinking Water Act just before the elections of 1996. Recognizing this, two years ago a few of us began pulling together a diverse group of people for the express purpose of seeing whether a temporary cease-fire was possible. Our hope was that in a relatively calm atmosphere following the '96 election, leaders from all sectors could avoid the rhetorical excesses which have too often characterized the environmental debate, and find common ground. This effort, the E4E, as we came to call it, has drawn its participants from industry, government at all levels, and small businesses, think tanks, academia and the environmental community. It included several members of Congress and their staffs, the
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head of the Business Roundtable's environment committee, CEO's of businesses and environmental groups, and five current or former members of ECOS: Mary Gade, Jim Strock, Jonathan Howes, Tom Looby, and George Myers.


    


	We quickly learned that while it was impossible to agree on what was wrong with the current system, we could all agree on the elements of a greatly improved system, one that is adaptable, flexible, accountable, performance-based, and sets and pursues clear environmental goals and milestones. Achieving this vision of the future was viewed by participants as analogous to fording a river that is too wide to leap in a single bound. The other side of the river represents the greatly improved environmental protection system -- the desirable future.


    


	To ensure a successful crossing, stepping stones must be securely placed in the river bed. Each stepping stone must be solid and must hold our weight as we lift our foot from the one behind  and make our way to the other side - in other words, the existing system must not be abandoned prematurely. E4E participants did not feel secure enough to suggest a crossing by simply plunging into the river and hoping to avoid the rapids. Participants were signaling a readiness to take the steps necessary to achieve a much better environmental protection system, but they want their journey across the river to be steady and sure -- no backsliding.


    


	Achieving E4E's vision - i.e., the other side of the river - will demand much more cooperation between the legislative and executive branches of government, and more of a genuine partnership between the states and the federal government, work already begun under NEPPS. It will require experimentation, prudent risk-taking, mistakes, learning, adaptation and a rebuilding of trust. Only a deliberate step-by-step process of crossing the river can generate the political support and knowledge of new approaches necessary to realize long term constructive change.


    


	The Enterprise for the Environment has been meeting for nearly two years, and is in the final stages of drafting and issuing its report. It has been very difficult work. The consensus we have reached is about as far as we can go for now. It is important to use this consensus to take  the first steps, and begin to build the trust that will enable us to go further in the future. There are indications that not everyone who has participated will be able to sign the final document. We knew this might happen. One of our environmental participants believes that the actions of some E4E participants in the climate change debate were irresponsible and therefore his organization
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will no
