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COQOPERATIVE REGULATORY
ENFORCEMENT AND THE POLITICS
OF ADMINISTRATIVE EFFECTIVENESS

JOHN T. SCHOLZ
State University of New York
Stony Brook

Euen when political interests control bureaucratic outputs, the control of policy
outcomes is complicated by trade-offs between controliable versus effective implementa-
tion strategies. I use a nested game framework to explain why a cooperative strategy can
increase enforcement effectiveness in the narrow administrative game and why princi-
pal-agent control problems and collective action problems associated with the strategy
lead policy beneficiaries to oppose the effective strategy in the broader political games.
Analyses of state-level Qccupational Safety and Health Administration enforcement
provide evidence that cooperation does enhance the impact of enforcement in reducing
workplace infury rates but that policy beneficiaries oppose and sabotage cooperation.
The interactions between administrative effectiveness and interest group politics in this
and other implementation situations require that both be analyzed simultaneously, and

the nested game framework can provide a systematic approach to such analyses.

Why are government bureauc-
racies ineffective in achieving policy
goals? The field of public administration
has traditionally answered this question
in terms of technical and management
problems that decrease the likelihood of
achieving a given policy goal. In the last
two decades, political science has empha-

sized the role of interests in causing ad-

ministrative ineffectiveness. Administra-
tive choices are portrayed as the continu-
ation of legislative politics by other
means, with opposition groups sabotag-
ing effective administration at every turn
(Mazmanian and Sabatier 1983; Moe
1989: Seidman 1980) and bureaucrats
seeking their own interests at the cost of
policy goals (Bardach 1977; Downs 1967;
Miller and Moe 1983). Furthermore, a
number of empirical studies have docu-
mented the responsiveness of regulatory
enforcement to the demands of interest
groups (Gormley 1983; Marlow 1981;
Marvel 1982; Moe 1985; Scholz and Wei
1986; Williams and Matheny 1984) and

their elected representatives (e.g. Moe
1982; Scholz 1989; Wood 1988; Weingast
and Moran 1983). These arguments reflect
the simple calculus of interests predicting
that policy opponents will oppose effec-
tive administration of policies that hurt
their interests while policy supporters will
favor effectiveness.

I will focus on the apparently perverse
situation in which policy supporters op-
pose effective administration. 1 argue that
potentially effective administrative strat-
egies frequently impose problems of con-
trol that make effective strategies less at-
tractive to policy supporters than safer,
more controllable strategies. I first intro-
duce the nested game perspective to illus-
trate why effective administrative strat-
egies offering higher payoffs to beneficia-
ries in the narrow administrative game
may impose unacceptable risks in broader
political games. I then discuss the
regulatory enforcement dilemma in which
cooperative tit-for-tat strategies lead to
higher payoffs for regulatory beneficia-
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ries than baseline deterrence strategies.
The game framework is presented infor-
mally in this article to clarify the analysis.
A formal treatment can be found else-
where (Scholz 1984a).

But cooperative strategies require
greater administrative discretion, which
reduces the ability of beneficiaries to en-
sure that the enforcement agency will per-
form adequately, Two political games il-
lustrate the effectiveness-control trade-
offs facing supporters. The first game
utilizes a principal-agent framework
{Mitnick 1980; Moe 1984} to analyze the
choice of appropriate levels of discretion.
The second analyzes the free-rider prob-
lem arising when beneficiaries directly
participate in the enforcement process.
Both games specify conditions under
which policy beneficiaries will oppose
cooperative strategies.

[ then test the relevance of the analysis
for Occupational Safety and Health Ad-
ministration (OSHA) enforcement. Em-
pirical tests confirm the greater effective-
ness of cooperative strategies as well as
the perverse negative impact of policy
beneficiaries on effectiveness. I conclude
that studies of political controls over
bureaucracy need to move beyond the
current focus on bureaucratic outputs,
because it ignores the question of how ef-
fectively these outputs are translated into
outcomes desired by interest groups. This
requires political analyses to confront the
classical public administration problems
of effectiveness. The nested game ap-
proach provides an appropriate extension
to the simple calculus of interest capable
of explaining the seemingly perverse ac-
tions by policy beneficiaries.

Perverse Interests and
Nested Games

Why would policy supporters not favor
the most effective means of administrat-
ing their policies? Bendor and Moe (1985)
may have been the first to point out the

asymmetric control problem that causes
policy beneficiaries’ to contribute more
than adversaries to policy inefficiencies.
Bureaucratic slack was the prime form of
inefficiency in their simulation model.
Adversaries were, of course, more willing
to cut the agency's budget to control slack
than were beneficiaries, since beneficiaries
would also lose benefits if the budget were
cut.

Moe (1989} elaborated on the regula-
tory control problems that led advocates
of regulatory policies to favor ineffective
administrative structures. In the U.8. con-
text, groups anticipate that their current
ascendancy in the legislative process is
only temporary and that their opponents
will soon get their turn in power. Thus,
instead of selecting an administrative
structure that would most effectively
deliver the desired service, policy advo-
cates prefer structures that lock in benefits
even after the opposition has taken con-
trol of the administration. What appears
to be a perverse choice of structure from a
narrow public administration perspective
becomes more sensible when viewed from
the broader perspective of the political
control game,

I shall argue that the nested games per~
spective provides a useful framework for
systematizing the study of interests and
effectiveness, and particularly for clarify-
ing the trade-offs between control and ef-
fectiveness. Moe (1984) suggested that the
hierarchy of controls from interest groups
through elected representatives to bureau-
cratic leaders and their subordinates could
be represented as a hierarchy of principal-
agent games. Tsebelis (1990} introduced
the concept of nested games to explain
how choices in international affairs
judged to be perverse in a narrow context
appear to be more rational when viewed
from a broader perspective. The specifica~
tion of the narrow game context failed to
account for strategic choices and out-
comes important int other games affecting
choices in the narrow game.
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The nested game analysis of bureau-
cratic effectiveness begins with the nar-
row administrative game that focuses on
the classical public administration prob-
lem —How can the agency most effective-
ly use its resources to achieve the policy
goal? In this game, the government agen-
¢y attempts to achieve policy goals by in-
ducing the desired behavior for the target
population within its jurisdiction through
positive incentives (food stamps, medi-
care payments} or through enforcement
(tax collection, regulation). The most ef-
fective strategy is the one that produces
the highest expected payoff for the agen-
cy. Note that the nested game perspective
emphasizes the importance of considering
strategic interactions between the govern-
ment agency and target population, par-
ticularly when enforcement is a primary
concern (Bianco, Ordeshook, and
Tsebelis 1990; Scholz 1984a; Tsebelis
1989).

But the administrative game takes place
within a political context in which politi-
cal principles attempt to control the ac-
tions of the government agents. Agencies
may pursue suboptimal strategies in the
narrow game because of constraints from
this broader political game. Many forms
of the political games could be analyzed
to represent various control problems. I
will present the narrower administrative
game and two nested political games of
particular importance for understanding
the role of policy beneficiaries in the ensu-
ing empirical study of OSHA enforce-
ment.

Coaperation, Effectiveness,
and the Enforcement Game

As in most policy areas, analyses of
regulatory enforcement generally reflect a
decision theory framewark that does not
accournt for the strategic interaction be-
tween the enforcement agency and the
entities subject to its authority (Tsebelis

1989). The standard deterrence model
assumes that firms will comply with regu-
lations to the extent that the value of ex-
pected costs of compliance and punish-
ment for noncompliance exceeds the value
of expected benefits of noncompliance.
Since higher rates of inspection, citation,
and penalties should increase the expected
costs of noncompliance, enforcement ef-
tectiveness from this perspective should
simply reflect the level of enforcement.

Several game-theoretic models of en-
forcement illustrate that very different
predictions result when more complex
strategic behavior between regulated
firms and enforcement agencies is added
to the analysis. (Bianco, Qrdeshook, and
Tsebelis 1990; Graetz, Reinganum, and
Wilde 1986; Greenberg 1984; Reinganum
and Wilde 1986; Scholz 1984a; Tsebelis
1989). Of particular relevance for under-
standing enforcement effectiveness is the
model of cooperative regulatory enforce-
ment {Scholz 1984a). This model argues
that the basic deterrence equilibrium of
the decision theory approach is ineffective
because of the inherent inefficiency of the
regulations being enforced and the costs
of enforcement actions. Both firm and
agency can be better off if the agency
forgoes legalistic enforcement of regula-
tions that are inappropriate for a particu-
Iar firm in return for extralegal efforts on
the part of that firm to work toward the
policy objective—in OSHA's case, to
reduce industrial injury and illness rates.

A strategy that could induce coopera-
tion would reduce the basic inefficiencies
associated with regulatory standards' and
therefore be more effective than the basic
deterrence strategy that simply enforces
by the book (Bardach and Kagan 1982).
To understand this cooperative strategy
one needs to analyze the enforcement
dilemma that 1 have described in detail
elsewhere (Scholz 1984a and 1984b). Only
ﬁ summary of the model will be presented

ere.

Figure 1 illustrates the enforcement

dilemma in which firms can choose either
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Figure 1. Payoffs for the Enforcement Dilemma

Flexible Compliance

Firm's Choice

Minimal Compliance

Agency's Choice
Flexible Enforcement Maximal Enforcement
3.3 0,5
Voluntary Compliance Harassment
Equifibrium
5,0 22
Capture Deterrence Equilibrium

Note: The numeric entries represent the utility to firm {listed first} and agency for each set of choices. To
emphasize the symmetry of the choice situation, the worst case for the firm is used as the base point (0), so that
the firm’s utility is positive even though costs, rather than benefits, are associated with each outcome for the
firm. Any payoffs consistent with the usual restrictions on prisoner's dilemma payoffs (¢ > r > p > s and
2r > t + s for each player) could be substituted in the example.

minimal compliance or flexible compli-
ance, and the agency can choose either
maximal enforcement or flexible enforce-
ment. The utility that firm and agency
receive for each possible combination of
choices in a given period are presented in
the designated cells, with the firm's payoff
given first,

In the classical deterrence equilibrium,
the firm chooses minimal compliance, a
level of compliance that minimizes the
firm’s expected costs of compliance, ex-
pected penalties, and legal costs net of any
benefits gained by the firm from im-
proved safety. The agency chooses maxi-
mal enforcement that imposes penalties
for all detected violations and requires all
violations to be abated regardless of cost
or suitability for the firm'’s particular safe-
ty problems.

The voluntary compliance equilibrium
is preferred over the deterrence equilib-
rium by both firm and agency. In this
equilibrium, the agency reduces its
monitoring and prosecution costs with
flexible enforcement, overlooking minor
technical violations in recognition of the
tirm's extralegal safety efforts to reduce
greater hazards not directly addressed in
regulations (Bardach and Kagan 1982;
Sigler and Murphy 1988). Firms choose

flexible compliance, a level of compliance
that produced greater workplace safety
levels than minimal compliance associ-
ated with the deterrence equilibrium.
Such flexibility would allow a firm to
tackle its worst health and safety hazards
with the most efficient methods available
rather than spending money to comply
with safety standards that are less impor-
tant and inefficient in the firm's particular
situation. The voluntary compliance out-
come provides both firm and agency with
the mutual rewards of flexible compliance
combined with flexible enforcement,
While firm and agency both prefer the
voluntary compliance outcome to the
deterrence outcome, both would be even
better off in the short run if they took ad-
vantage of the other’s flexibility. If the
tirm chooses minimal compliance with an
agency choosing flexible enforcement, the
firm may avoid most or all compliance
costs and produce little safety improve-
ment desired by the agency. Similarly, if
the agency chooses maximal enforcement
with a firm choosing flexible compliance,
the firm loses more than full compliance
costs and the agency gains greater safety
than full compliance alone would bring.
The first outcome is associated with the
social costs of capture by regulated firms,
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the second with the social costs of harass-
ment by an overzealous agency. Both out-
comes are less efficient, and therefore less
socially desirable, than voluntary compli-
ance; yet both present temptation payoffs
attractive to either firm or agency,

If the agency knew the firm's choice
prior to committing itself, it could simply
respond with flexible enforcement when
the firm chose flexible compliance. How-
ever, flexible enforcement saves monitor-
ing costs by reducing the frequency and
intrusiveness of inspections. Effectively,
this means that the agency’s commitment
to flexible enforcement can only be based
on past rather than current behavior,
since firms choosing minimal compliance
will be able to slip through the looser
monitoring associated with flexible en-
forcement. Similarly, the firm must
decide its level of compliance prior to
knowing what the next inspector from the
agency will do. The difficulty in maintain-
ing voluntary compliance is therefore
similar to the problem of maintaining the
cooperative solution in the prisoner's
dilemma, where choices are made simul-
taneously. Fortunately, the enforcement
dilemma is comparable to a repeated
prisoner’s dilemma, for which coopera-
tive outcomes are achievable.

Extending Axelrod’s analysis (1984) of
cooperation under repeated play of the
prisoner’s dilemma, I demonstrated that
the socially desirable voluntary compli-
ance equilibrium can be maintained if (1)
the agency pursues a cooperative strategy
with the vengeful and forgiving character-
istic of Axelrod’s tit-for-tat strategy, (2)
firms are sufficiently concerned with
future encounters with the agency to resist
the short-term temptation to avoid all
compliance costs, and (3) enforcement
and compliance technologies in the regu-
latory environment produce a prisoner’s
dilemma payoff matrix. Whenever these
three conditions hold, formal analysis
demonstrates that firms will obtain the
highest payoff possible by always choos-
ing flexible compliance (Scholz 1984a).

Several analysts have observed cooper-
ative-type enforcement strategies in regu-
latory settings and argued that they are
more effective than strategies that proceed
by the book (Bardach and Kagan 1982;
Kagan 1978; Kagan and Scholz 1984;
Kelman 1982; Muir 1877; Nonet and Selz-
nick 1978; Shover, Clelland, and Lynx-
wiler 1983). On the other hand, some
critics argue that such strategies under-
mine the moral force of law by officially
tolerating violations and therefore
weaken enforcement (Silbey 1984).
Others have argued that tit-for-tat strat-
egies are less robust in the presence of in-
formation uncertainty (Bendor 1987}, im-
plying that cooperative strategies may be
less effective if the agency is uncertain
about the compliance status of the firm.
The claim of effectiveness needs to be
tested empirically, which requires that the
cooperative strategy must be differenti-
ated from the baseline strategy I will refer
to as the deterrence strategy.

The baseline deterrence strategy always
chooses maximal enforcement, which
means that all firms face the same prob-
ability of being caught and punished in
each round. The firm's best response is
therefore minimal compliance. The
cooperative strategy, on the other hand,
treats firms differently based on their past
behavior. As with tit-for-tat, maximal en-
forcement is used against firms that have
established a record of minimal compli-
ance in the past, and flexible enforcement
is used against firms with an established
record of flexible compliance. By being
vengeful, this strategy discourages mini-
mal compliance. By being forgiving, it en-
courages firms to move from minimal to
flexible compliance.? As a result, society
gains the advantages associated with the
voluntary cooperative equilibrium; firm
and agency avoid costly legalistic battles;
and enforcement is focused on the real
problems in each firm rather than techni-
cal violations of possibly inefficient stan-
dards.

But how can the cooperative strategy
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be recognized empirically? Educational
and cooperative gestures by the agency do
not ensure the combination of vengeful-
ness and forgivingness of a tit-for-tat
strategy (Braithwaite 1985; Graboski and
Braithwaite 1986). As previously noted,
the cooperative strategy concentrates
more enforcement activities on the small
set of firms with a record of minimal com-
pliance and on more serious, rather than
technical, violations. The greater the con-
centration of enforcement, the stronger
the cooperative component in an agency’s
enforcement strategy. The empirical
study creates a cooperation index by sum-
ming two measures of concentration that
could be obtained from OSHA: the per-
centage of all citations that included
serious violations, and the percentage of
all penalties imposed for serious viola-
tions.>* The Occupational Safety and
Health Administration classifies a viola-
tion as serious if the violation substan-
tially increases the possibility that an in-
jury will occur.

The hypothesis to be tested is that for a
given level of enforcement, OSHA juris-
dictions with a higher index of coopera-
tion will be more effective in reducing in-
jury rates. In other words, the same basic
enforcement actions of inspections, cita-
tions, and penalties will have a greater ef-
fect on injury rates when deployed with
the cooperative strategy than with the
baseline enforcement strategy. To control
for the level of enforcement, the empirical
study uses as a stringency index the sum
of three highly correlated and annual
measures of enforcement: inspections,
serious citations, and penalties per worker
in manufacturing. Since there is no clear
theoretical guide about the relative weight
each enforcement measure should con-
tribute to the stringency index, the stan-
dardized form of each measure is used to
produce equal contributions to the
variance of the stringency measure.

If cooperative enforcement is such an
effective strategy for the enforcement

dilemma, why isn't it universally
employed? To answer this question, we
need to move from the narrow enforce-
ment game to the political games that
restrict the agency’s choice of effective
strategies.

Political Interests and
Cooperative Enforcement

Normally, interest group theory would
predict that representatives of groups en-
joying the benefits of regulation would be
expected to press for higher levels of en-
forcement outputs and the most effective
use of these outputs. Conversely, repre-
sentatives of groups subject to enforce-
ment actions would presumably seek less
enforcement and less effectiveness. Em-
pirical research has generally confirmed
the expected responsiveness of enforce-
ment outputs to the partisanship of presi-
dents, congressional committees, congres-
sional delegations, and to interest group
strength. The empirical study will also
test for these hypothesized effects on en-
forcement outputs.

Although interest group theory is based
on the desired outcomes a group receives
rather than the government outputs they
control, little theoretical or empirical
work has attempted to connect the con-
trol of outputs with the effectiveness of
these outputs in achieving a group’s
desired outcomes. In fact, the particular
nature of cooperative enforcement alters
the simple interest equation in several
ways that appear perverse from the
straightforward interpretation of interest
group theory.

The most obvious change arises
because both policy beneficiaries and op-
ponents can gain from cooperative en-
forcement strategies. Consequently, regu-
lated firms should favor cooperative en-
forcement even while secking the lowest
possible level of enforcement activity.
The occupational safety and health policy
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arena possesses several traits that Quirk
(1989) argues should promote such
cooperation—mutual gains from coopera-
tion for the two primary well-organized
factions: business and labor.

On the other hand, regulatory benefi-
ciaries and their representatives may not
favor cooperative enforcement despite its
effectiveness. As noted, the problem for
beneficiaries arises over their ability to
control the bureaucracy. The two key
features of the cooperative strategy —flex-
ible enforcement and the differential treat-
ment of firms—both require more admin-
istrative discretion than the baseline
deterrence strategy. Discretion in turn
creates a different set of political dilem-
mas for beneficiaries.

Regulatory Beneficiaries and the
Principal-Agent Game

For regulatory beneficiaries and their
representatives in the policy arena, the
problem of controlling agency enforce-
ment action can be represented by the
principal-agent model (Mitnick 1980;
Moe 1984). The political principal desires
the bureaucratic agent to perform certain
tasks, and must devise some incentive
scheme to get the self-interested agent to
perform as desired. The problem for the
principal stems from asymmetric informa-
tion, represented in different games as
lack of knowledge about the agent’s pref-
erences and abilities, difficulties in moni-
toring the agent's behavior, and uncer-
tainty about the impact of the agent on
the task {Rasmusen 1989),

Such uncertainties are commonplace
for political principals, but they are exac-
erbated by the discretionary requirements
of the cooperative strategy. Inspectors
must have the discretion to overlook
minor violations and treat some firms less
stringently than others. If inspectors are
positively oriented toward policy goals
and have the ability to make the trade-
offs appropriate for flexible compliance

and to recognize flexible compliance in
firms, beneficiaries could obtain the bene-
fits of cooperation by providing the re-
quired level of discretion. On the other
hand, if the agents are negatively oriented
or incapable, discretion is likely to in-
crease the likelihood that enforcement
will be captured by business interests.
Once discretion is provided, the policy
decision locus is shifted more fully from
the legislative to the administrative arena
in which business is likely to have greater
influence. Discretion increases business
incentives to influence the “street-level”
inspectors at the same time it decreases
the ability of the national office and over-
sight agencies to monitor and control the
behavior of inspectors (Scholz 1984b).

Figure 2 illustrates the ordering of pay-
offs to regulatory beneficiaries in the
resultant principal-agent game. If bene-
ficiaries provide the necessary discretion
to pursue the cooperative strategy, they
will receive either the highest or lowest
payoff possible {three or zero, respective-
ly). If they minimize discretion to the
lesser requirements of the deterrence equi-
librium, they will receive at best the more
modest payoff of the deterrence equilib-
rium {two). But they will also avoid the
worst case if the bureaucracy is incapable
or unsupportive, since the greater capac-
ity to control and monitor the deterrence
strategy would help minimize the problem
of lax enforcement. The agency payoffs
are not given in Figure 2 because benefi-
ciaries must choose without knowing for
certain what the agency’s payoffs may be.
Furthermore, the choice facing beneficia-
ries is a one-shot, rather than a repeated,
game because cooperative enforcement
requires a long-term commitment in order
to develop the benefits of cooperation
(Scholz 1984a).

Given the uncertainty about how sup-
portive the enforcement agency will be of
policy goals, beneficiaries may feel the
broader discretion required for coopera-
tive enforcement is too risky. For exam-
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Figure 2. Pavoffs for the Principal-Agent Game

Agent’s Choice
{Bureaucracy)
Favor Policy Goal Disfavor Policy Goal
31 0,7
Necessary Discretion
Voluntary Compliance Capture
Principal's Choice Equilibrium
(Beneficiarieg) 2,2 1,7
Minimal Discretion
Deterrence Equilibrium Lax Enforcement

Note: The numeric entries represent the utility payoff ta beneficiaries, taken from Figure 1 for all but the out~
come labeled lax enforcement. The agency payoffs are nat given in Figure 2 because beneficiaries must choose
without knowing for certain what the bureavcrat’s payoffs may be.

ple, if beneficiaries have to make a single
choice and if they feel that the bureauc-
racy is more likely to be negatively than
positively oriented toward their interests,
their best strategy in Figure 2 would be to
opt for minimal discretion. Since coopera-
tive enforcement most likely requires
several years to develop into an efficient
strategy (Scholz 1984b), beneficiaries in a
given enforcement arena must be willing
to make a long-term commitment to pro-
viding sufficient discretion in order to
gain the benefits of cooperation.

The risks associated with cooperative
enforcement were particularly salient in
the polarized political envircnments of
the 1970s that created OSHA and other
regulatory agencies (McCaffrey 1982;
Mendeloff 1979; Noble 1986). The provi-
sions for automatic penalties, limited
prosecutorial discretion, and citizen in-
itiatives of enforcement written into the
enforcement sections of regulatory
statutes signaled a fear of agency capture
and an attempt to ensure a stringent, non-
cooperative style of enforcement (Bar-
dach and Kagan 1982). Reflecting this en-
vironment, OSHA in particular earned a
reputation in the early years as an un-
bending, legalistic enforcer of the law, the
very antithesis of a cooperative enforce-
ment agency. Differing priorities intro-

duced under the Carter and Reagan ad-
ministrations, on the other hand, have in-
creased OSHA's interest in and ability to
pursue more cooperative strategies {there-
by providing the variance in programs at
the state level essential for this study).

The enforcement hypothesis suggested
by this analysis reverses the initial interest
group assumption. Policy beneficiaries in
contentious political environments will
oppose the more effective cooperative en-
forcement, while regulated interests will
support it. In the empirical study I expect
to find that labor involvement will have a
strong positive relationship with enforce-
ment stringency, but a negative relation-
ship with cooperative enforcement. Busi-
ness strength, on the other hand, will
have a negative relationship with enforce-
ment stringency, but a positive relation-
ship with cooperation.

The variable measuring labor involve-
ment in a given enforcement arena calcu-
lates the complaints per worker filed with
OSHA (Scholz and Wei 1986), since this
meastures the direct activity of labor rela-
tive to OSHA enforcement. The proxy
measure for business strength in the
reported results is the value added in the
state’s manufacturing sector, since this
represents the resources available to busi-
ness for influencing OSHA enforcement.
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In addition, the number of workers, the
number of firms, and the value added per
firm in manufacturing were also included
in analyses and will be discussed when
their inclusion changes the analytic
results.

I also test the corollary that Democrats
will be less associated with cooperative
enforcement than Republicans, assuming
that Democrats are most likely to repre-
sent labor interests and Republicans to
represent business interests. On the state
level, the variable representing governor's
party equals one for Democratic gover-
nors and zero for Republicans. The vari-
able for state legislature measures the per-
centage of Democrats elected to the com-
bined state legislature. On the federal
level where ideological scores are avail-
able, the variable representing the state’s
congressional contingent measures the
mean difference between trade union
(Committee on Political Education) and
business (National Association of Manu-
facturers) ratings for the state’s represen-
tatives, with higher scores indicating
greater support for labor.

A plausible alternative hypothesis is
that the electoral system induces represen-
tatives to be more favorably oriented to
effective enforcement than are the interest
groups they represent. First, cooperative
enforcement may provide an electoral ad-
vantage to the extent that it reduces
hostility from regulated firms (Shover,
Clelland, and Lynxwiler 1983) without
reducing the level of enforcement desired
by labor. Second, legislators in conten-
tious political arenas may prefer to dele-
gate more discretion to the enforcement
agency, but simultaneously increase their
overseeing of agency activities (McCub-
bins 1985). Legislators may thereby direct
business hostility toward the enforcement
agency and appease labor by exposing
misuse of delegated authority if things go
wrong. Finally, elected officials (at least at
the party leadership level) might be more
concerned with the efficient use of gov-

ernment resources, at least to the extent
that budgetary resources saved through
cooperative enforcement could be used
elsewhere to gain the support of other
groups.

In short, Democrats have electoral
reasons to support cooperative enforce-
ment that do not apply to labor interests.
In Figure 2, for example, if the above ad-
vantages added one unit to the payoffs
Democrats received for supporting discre-
tion, the resultant payoffs (four and one)
would be equal to, or greater than, the
payoffs for not supporting discretion (two
and one) regardless of the agency's choice.
The discretion alternative would weakly
dominate. Empirically, this hypothesis
would be supported by a finding that
labor is negatively related to the level of
cooperative enforcement while Demo-
crats who represent them are less nega-
tively related.

Presidential policies during the period
of study provide an example of electoral
incentives. Despite the difference in par-
ties, both the Carter and Reagan adminis-
trations attempted to reduce the number
of nonserious citations and small penalties
imposed under OSHA, which essentially
allowed inspectors to focus more on
serious violations most likely to cause in-
juries. Under Carter, OSHA explicitly
concentrated on the serious safety prob-
lems in a manner consistent with cooper-
ative enforcement. Under Reagan, the em-
phasis was more on a reduction in penal-
ties, particularly during the early period
of the administration (Scholz and Wei
1986; Sigler and Murphy 1988).

The influence of presidential policies
can be analyzed indirectly by comparing
enforcement by state and federal agencies,
since presidential influence is more direct
on the federal agency than on the state
agencies that enforce federal OSHA stan-
dards in states with approved programs.
Consequently, a variable equal to one for
states with federal OSHA enforcement
and zero for states with state agency en-
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forcement represents this combination of
federal and presidential influence in the
empirical study. Obviously, this measure
reflects other factors that differ between
state and federa) enforcement (Scholz and
Wei 1986). It also cannot distinguish be-
tween the Carter and Reagan administra-
tions because of the cross-sectional re-
search design. If federal enforcement is
found to be significantly more coopera-
tive despite these sources of noise, the ac-
tive policy under Carter and Reagan of
encouraging cooperation would appear to
be the most likely explanation for the dif-
ference.

Regulatory Beneficiaries and the
Third-Party Participation Game

A second nested game that reverses pre-
dictions from the simple interest group
calculus occurs when interest groups par~
ticipate directly in the enforcement proc-
ess, rather than indirectly through the
principal-agent control game. Direct par-
ticipation may transform the basic
payoffs of the enforcement agency in the
narrow enforcement game. In the case of
QOSHA, I argue that existing provisions
tor direct labor participation in OSHA's
enforcement process limit the agency's
ability to pursue the cooperative strategy.

As a consequence, some characteristics
of the free-rider problem limit enforce-
ment effectiveness. Labor as a whole
would benefit from the added effective-
ness of cooperative enforcement. But
laborers in a given plant face a short-run
temptation to insist on maximal enforce-
ment to reduce as many safety risks as
possible while the inspector is in the plant,
Unlike the agency, laborers have little
control over when the inspector will
return, particularly since labor com-
plaints no longer require QOSHA to initiate
a full inspection. As in the principal-agent
game, control problems lead to uncertain-
ty over Jong-term benefits of the coopera-
tive strategy.

Even if the plant opted for flexible com-
pliance in the previous period, workers
could insist on maximal enforcement
when the inspector arrived. If the agency
is always forced to use maximal enforce-
ment for firms with active worker partici-
pation, these firms are best off choosing
minimal compliance. Consequently, the
more that workers at individual plants in-
sist on maximal enforcement, the lower
the overall benefits to labor that could be
gained from cooperative enforcement.

Both the principal-agent and participa-
tion games predict that labor participa-
tion will decrease the extent of coopera-
tive enforcement. A distinguishing test
applicable only tor the labor participation
game hypothesis is provided by the pre-
diction that labor participation will
directly reduce the effectiveness of en-
forcement by minimizing benefits from
any given level of cooperative enforce-
ment.

The Enforcement Environment

Public administration studies of effec-
tiveness would generally focus on the
nature of an agency’s tasks and the task
environment rather than political factors.
The task environment is likely to influ-
ence the level of cooperation (Scholz
1984a} and enforcement (Scholz and Wei
1986). Consequently, four task variables
have been included in the study to control
for possible spurious relationships as well
as to estimate the relative importance of
task and political factors in influencing
enforcement levels, styles, and effective-
ness.

The task variables will only be dis-
cussed briefly, since they are not of pri-
mary interest. The first variable—re~
sources for safety—measures the value
added per employee in the manufacturing
sector. Firms that generate more value per
worker are more likely to have the
resources to respond to OSHA enforce-
ment; therefore, states with resource-rich
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firms are likely to exhibit more effective
enforcement. Worker injury rates
measure the seriousness of the problem
facing OSHA in the state. High rates
should presumably increase concern with
effectiveness and lead to higher levels of
enforcement and cooperation.

High unemployment, on the other
hand, emphasizes economic rather than
safety concerns and tends to reduce levels
of enforcement and concern with effec-
tiveness. High per capita income in the
state indicates greater wealth, which
could increase resources available to the
state for enforcement. High income may
also increase the relative importance of
safety compared to more basic economic
concerns with employment and therefore
increase both cooperation and the level of
enforcement.

Data and Method of Analysis

The Occupational Safety and Health
Administration provides one of the better
opportunities to analyze the relationship
between political interests and enforce-
ment effectiveness, since measures of
political interests, enforcement actions,
and the desired outcomes (worker injury
rates) are available. Considerable evi-
dence indicates that political influences
cause significant variation in OSHA en-
forcement activities at the state and local
level (Marlow 1981; Marvel 1982; Scholz,
Twombly, and Headrick 1988; Scholz and
Wei 1986; Thompsen and Scicchitano
1985). Other evidence indicates that
QOSHA enforcement has small but signifi-
cant impacts on injury rates: a 10% in-
crease in enforcement is estimated to
reduce injury rates between 2% (Viscusi
1986) and 1.5% (Scholz and Gray 1990},
depending on assumptions about impacts
on safety. While most studies have found
significant impacts (Cook and Gautschi
1981; Smith 1979; Viscusi 1979), some
have found none (Bartel and Thomas

1985; McCaffrey 1983). (See Scholz and
Gray 1990 for a review.) Studies of en-
forcement effectiveness have not, how-
ever, looked at differences in effectiveness
across jurisdictions that may occur
because of different political environ-
ments.

The following analysis combines these
two research traditions to illustrate the
impact of states’ political environments
on the effectivencss of OSHA enforce-
ment. The state provides an appropriate
unit of analysis for the “ecology” of
cooperative enforcement (Scholz 1984a}
for two reasons. First, the benefits of en-
couraging the evolution of cooperation
accrue throughout the cooperative agen-
cy's jurisdiction and are not as readily
detected by using individual firms as a
unit of analysis. Benefits also accrue over
a relatively long period of time, requiring
an appropriately long period of observa-
tion for each state. Second, the political
and enforcement jurisdictions correspond
most closely at the state level. Of equal
importance, states provide a convenient
unit of analysis because data are available
for 34 states—complete injury rate data
are not available for the remaining 16
states because of sampling limitations in
the Bureau of Labor Statistics annual
survey. Data limitations unfortunately
limit the conclusiveness of the analysis
but provide the best available preliminary
test of the hypothesized relationships be-
tween interests and enforcement effective-
ness.

In the first stage of this analysis, I esti-
mated the effectiveness of enforcement ac-
tions in reducing industrial injury rates
for each of the 34 states. Independent esti~
mates for the effectiveness of inspections,
citations, and penalties in each state were
combined to form an effectiveness score
for the state. The mean of all political and
task variables for the same period were
calculated for each state and combined in
a second data set with the effectiveness
scores. The primary analysis then used
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this cross-sectional data set with 34 state
observations to analyze the direct and in-
direct impacts of political and task vari-
ables on effectiveness.

Stage 1: Effectiveness Estimates

Effectiveness scores were calculated
from a data set of annual observations
from 1976 to 1985 for the 34 states in the
study. Enforcement measures included the
annual number of inspections, serious
citations, and penalties per worker in
manufacturing, which were provided by
OSHA. The measure of workplace in-
juries—lost workday injury and illness in-
cidence per worker—was gathered from
the Bureau of Labor Statistics’ annual
survey, the source of data for most OSHA
evaluation studies.

I first used the following equation to
estimate enforcement effectiveness:

injuryy = B,unemployment,;

+ Byenforcement,—q ; + ey,

where ¢ represents the year and i the state
of the observation. Thus, a negative coef-
ficient B3;; indicates effective enforcement
in state #, since higher levels of enforce-
ment are associated with lower injury
rates.

This equation reflects the assumption
about lagged effects found in other esti-
mations of OSHA enforcement effective-
ness (Bartel and Thomas 1985; Scholz and
Gray 1990; Viscusi 1986),% but differs in
three ways: (1) the state, rather than in-
dustry, provides the unit for aggregation;
{2} enforcement coefficients are estimated
independently for each state unit; and (3)
only unemployment, the most robustly
significant variable from other studies, is
included as a control for spurious rela-
tionships. The first two differences reflect
the focus on state enforcement arenas,
and the third reflects the small number of
data points (10 per state) available for
analysis, Since injury data for individual

firms or even for industries within each
state are not available, more powerful
analytic approaches and more extensive
sets of control variables could not be
employed.

Two data transformations were used to
correct for diagnosed regression prob-
lems. First, the data was centered {mean
of each variable set to zero in each state)
to remove state differences in mean levels
of injury rates and in reporting standards
used in the Bureau of Labor Statistics
survey. No intercept term was included in
the equation because the data was
centered. Second, the data was adjusted
to correct for first-order autocorrelation
that was diagnosed by a Durbin-Watson
test. Estimation was done independently
for inspections, citations, and penalties to .
minimize problems of collinearity among
the enforcement variables.

The analysis found negative coefficients
in 4 states for penalties, in 11 states for in-
spections, and in all states for serious cita-
tions.’ To create a single scale of effective-
ness, each state was assigned a rank of
zero if only the coefficient for citations
was negative, one if inspections was nega-
tive as well, and two if all three were
negative. This scale was chosen instead of
a composite index based on the coefficient
estimates in order to avoid attributing too
much significance to the numerical values
of the estimates, which were based on
only 10 available time periods for each
state. The three sets of coefficients were
moderately correlated; and the scores
were hierarchically consistent in that all 4
states with negative penalty coefficients
also had negative coefficients for inspec~
tions and all 11 states with negative in-
spection coefficients also had negative
coefficients for citations.

Stage 2: Estimating Impacts on
Enforcement Effectiveness and the
Levels of Cooperation and Enforcement

The main analysis first examines the
impacts of enforcement characteristics,
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Table 1. Praobit Estimation of Factors Influencing Enforcement Effectiveness

Standardized Standard

Independent Variable Coetficient? Error t-ratio
Enforcement characteristics

Cooperation level 1.64* .55 2.96

Enforcement level 1.66* .83 1.9¢
Interest groups

Labor involvement -1.25* .68 -1.84
Elected officials

Presidential/federal ~.54 42 -1.29

Party of governor .78 .33 2.35
Enforcement environment

Resources for safety 54" 30 1.82

Injury rates 11 35 A1

Unemployment A2 26 1.57

Threshold 2.11 Hd 3.28

Note: The table reports ordered probit coefficients calculated for state effectiveness scores, the three-category
dependent variable. The model predicted 74% of the cases correctly, which represents a 9% improvement over
a prediction based on the modal category containing 68% of the 34 cases. The insigrificant terms not included
in the final analysis (business strength, Congress, state legislature, and income} were not significant in any
(unreported) alternative models, and their inclusion did not affect the significance of variables reported in this

table.

@The “standardized” coefficients are ordinary prabit coefficients calculated using standardized independent

variabies.
*p < 05, one-tailed test,

political influences, and the task environ-
ment on the effectiveness scores calcu-
lated from stage 1. Ordered probit results
are reported for effectiveness scores in
Table 1, since the dependent variable is
categorical with a highly skewed distribu-~
tion. Next, [ analyze the indirect effects of
political and task variables on effective-
ness that operate through their impact on
enforcement characteristics. Standard or-
dinary least squares regression results are
reported in Tables 2 and 3, since the levels
of cooperation and enforcement are con-
tinuous variables. Standardized coeffi-
cients are presented for ordinary least
squares estimations to facilitate compari-
sons of the relative impact of independent
variables. In the case of the probit analy-
sis, the reported “standardized coeffi-
cients” are calculated by standardizing the

continuous independent variables prior to
estimation.

The combination of small sample size
and multicollinearity resulted in signifi-
cant equations with insignificant coeffi-
cients when all relevant independent vari-
ables were included in the equations.
Limiting the equation to six to eight inde-
pendent variables at a time eliminated this
problem. Consequently, alternative
limited models with different combina-
tions of independent variables have been
tested systematically, and only variables
that were significant in at least some com-
bination were included in the reported
estimations. With the few exceptions
noted in the following discussion, the
level of significance and relative magni-
tudes of the significant coefficients pre-
sented in the tables did not vary across the
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Table 2. Ordinary Least Squares Estimation of Factors
Influencing Level of Cooperation

Standardized Standard

Independent Variable Coefficient Error t-ratio
Interest groups

Labor involvement -13 .18 -.75

Business strength -.03 13 -.22
Elected officials

Congress -0 13 -2.25

President/federal 68" 13 545
Enforcement environment

Injury rates -0 18 =02

Unemployment 04 13 27

Note: Adjusted r* = .53; N = 34, The insignificant terms not included in the final analysis (party of governar,
state legislature, income, resources for safety) were not significant in any (unreported) alternative maodels, and
their inclusion did not atfect the significance of variables reported in this table,

*p < 0L,

alternative models limited to eight vari-
ables, demonstrating the robustness of
reported estimates with respect to dif-
ferent variable specifications of the
model.

Results

Cooperative Enforcement Increases
Enforcement Effectiveness

The significant, positive coefficient for
the level of cooperation reported in Table
1 supports the critical hypothesis that
cooperation does increase effectiveness.
Despite the potential difficulties that
could minimize the effectiveness of collec-
tive enforcement, states with more con-
centrated enforcement associated with the
cooperative enforcement strategy are
more likely to have higher effectiveness
scores when the level of enforcement is
controlled. This finding is crucial for the
rest of the analysis, since it implies that
beneficiaries should support cooperative
enforcement according to the simple
calculus of interests.

The significant coefficient for the level
of enforcement indicates that the overall

stringency of an agency’s enforcement
also influences effectiveness, When the
level of enforcement is low, as in “cap-
tured” enforcement agencies, the enforce-
ment actions that do take place are appar-
ently less effective in changing business
behavior. Since the level of enforcement
determines the minimal cooperative level
of compliance, there may be a minimal
level of stringency below which coopera-
tion would no longer contribute to effec-
tiveness.

The significant influence of both
cooperation and enforcement level sug-
gests a major weakness in current evalua-
tions of enforcement effectiveness, which
do not account for differences in enforce-
ment strategies. Most studies have con-
sidered only the average effectiveness
across all local enforcement arenas. The
evidence in Table 1 suggests that the im-
pact of inspections, citations, and penal-
ties change with the concentration and
overall level of activities in the enforce-
ment arena.

Third-Party Participation and
Enfarcement Effectiveness

Table 1 also confirms the negative im-
pact of labor involvement on effective-
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Table 3. Ordinary Least Squares Estimation of Factors
Influencing Level of Enforcement

Standardized Standard

Independent Variable Coefficient Error t-ratio
Interest groups

Labor involvement 5% A2 6.17

Business strength =22 .0g -2.45
Elected officials

Congress 21* .09 2.28

President/federal -20" .09 -2.38
Enforcement environment

Injury rates 05 12 39

Unemployment -.02 09 -18

Note: Adjusted r* = .78; N = 34. The insignificant terms not included in the final analysis (party of governor,
state legislature, incame, resaurces for safety) were not significant in any (unreparted) alternative models, and
their inclusion did not affect the significance of variables reparted in this table.

‘p < 0L

ness, as predicted in the third-party par-
ticipation game. Labor involvement is sig-
nificant, and the magnitude of impact in-
dicated by the “standardized” coefficient
is only slightly below the enforcement
characteristics in importance. Note that
this estimation tests only the direct influ-
ence of labor on effectiveness relevant to
the third-party hypothesis. Labor does ex-
ert a positive influence on effectiveness
through its influence on the level of en-
forcement, as will be discussed later. This
indirect effect is eliminated from the esti-
mation in Table 1 by the inclusion of level
of enforcement, which also controls for
possible spurious effects due to the poten-
tial impact of enforcement levels on labor
involvement,®

The other variables in Table 1 were in-
cluded primarily as controls but provide
further insight into the factors affecting
enforcement effectiveness. Among the
other political variables, only the party of
the governor had significant impact on
effectiveness. Demacratic governors were
associated with higher effectiveness even
after controlling for enforcement charac-
teristics that they might influence. This
direct effect apparently arises through the

governor’s influence on the behavior of
regulated firms in their electoral districts
{Scholz, Twombly, and Headrick 1988).
By encouraging firms to either comply or
resist agency enforcement actions, by ac-
tively working with trade and business
organizations to cooperate or confront,
and by either ridiculing enforcement ac-
tions or endorsing them and condemning
noncompliers publicly, elected officials
may intluence firm responses to the
cooperative strategy. To the extent that
Democrats have a greater incentive to en-
courage cooperative responses from
firms, their direct participation in enforce-
ment should enhance enforcement effec-
tiveness for a given level of cooperation
and stringency. The lack of significance
for other elected officials suggests that ad-
ministrative controls over state agencies
provide the governor with greater per-
suasive powers over state business than is
possessed by federal or state legislators.
The remaining control variables repre-
senting the enforcement environment had
less impact on effectiveness. Only
resources for safety (value added per
worker) was significant, confirming the
importance of the resources available to
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invest in safety once enforcement makes
such investments worthwhile (Scholz and
Gray 1990).

Principal-Agent Controls and
the Level of Cooperation

The analysis of factors influencing the
level of cooperation in Table 2 is con-
sistent with the hypothesis that beneficia-
ries do not support the most efficient en-
forcement strategy. Both labor involve-
ment and a liberal congressional constit-
uency are negatively related to the level of
cooperation, although only the coefficient
for Congress is significant.

Business strength was not significantly
related to cooperation, even though busi-
ness benefits from the cost-saving aspects
of cooperation and does not face labor's
problem of controlling agency behavior.
On the other hand, probusiness congres-
sional representatives were associated
with higher levels of enforcement. For
both business and labor, representatives
had more significant influence on the level
of cooperation than the groups they
represent. Furthermore, that influence
was opposite what a simple interest
calculus would suggest. Business repre-
sentatives supported the more efficient en-
forcement strategy, while labor represen-
tatives opposed it.

The significance of Congress and insig-
nificance of interest groups is inconsistent
with the alternative hypothesis that
elected officials would be more concerned
with efficiency and more willing to dele-
gate the required authority to agencies.
On the contrary, it appears that liberal
congressional representatives were even
less inclined to support cooperative en-
forcement than the labor interests they
represent, Democratic representatives
consistently reflected the position of
leaders such as Gaydos on the Labor
Committee and Lantos on Government
Operations, who have constantly
prodded OSHA to enforce more vigor-

ously, not more flexibly. As Quirk (1989)
noted, interest group leaders and repre-
sentatives find that confrontational rather
than cooperative politics have advantages
for organizational and coalitional main-
tenance. The contentious politics of busi-
ness-labor relations appears to be a zero-
sum game in which representatives must
choose one side or the other; attempting
to appease one side through cooperation
reduces the electoral support of the other,

Presidential influence, as represented
by the states with federal enforcement,
significantly increased the likelihood of
cooperation. The emphasis of the Carter
and Reagan administrations on the most
serious compliance problems was
reflected in the significant positive impact
of presidential administration on the level
of cooperative enforcement (see Table 2}.
While this explanation of the observed
presidential influence is consistent with
the clear policy intent of the Carter and
Reagan administrations, it should be
noted that structural differences between
federal and state enforcement provide a
competing conjecture consistent with
observed results.”

Finally, other political variables, as
well as the task variables included to con-
trol for differences in enforcement envi-
ronments, had considerably less influence
than Congress or the presidential admin-
istration. Neither state officials nor task
variables were significantly related to the
level of cooperation, although the limited
power of the research design would cau-
tion against concluding that only federal
officials influenced the choice of enforce-
ment strategy.

Enforcement Qutputs Reflect the
Simple Interest Calculus

Finally, Table 3 confirms the conven-
tional wisdom that interest groups and
their representatives affect enforcement
outputs as expected from a straight-
forward application of interest group
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theory. Labor and their Democratic con-
gressional representatives significantly in-
crease the level of enforcement, while
business and their Republican representa-
tives decrease them. The results are
reported primarily to confirm that the
design of this study generally replicates
prior studies when used for the more com-
mon analysis relating interests to policy
outputs (as opposed to effectiveness).

The presidential-federal administration
decreased the level of enforcement in
states with federal enforcement. This
reflected two emphases in presidential
policies that have been confirmed else-
where, First, both the Carter and Reagan
administrations reduced the number of
minor violations cited by OSHA (Centaur
Associates 1985; Noble 1986). Second, the
Reagan emphasis on minimizing overall
citations and penalties had a greater im-
pact on federal states than Carter’s more
neutral emphasis on shifting citations
from minor to serious violations (Scholz
and Wei 1986).

The other political variables and task
variables included to control for differ-
ences in enforcement environments were
not significant. As noted previously, the
aggregated analysis, small sample size,
and measurement problems associated
with the research design limit the ability
of the study to detect more subtle rela-
tionships. For example, less aggregated
analysis of similar data (Scholz and Wei
1986) found significant influences of the
party of the governor, injury rates, and
unemployment on some enforcement
measures. In short, only the most robust
relationships were likely to pass signifi-
cance tests, so that the lack of significance
of state officials and task variables should
not lead to the conclusion that they had
no influence on enforcement,

As noted, the positive impact of labor
involvement on enforcement levels might
offset the two previously discussed nega-
tive impacts of labor involvement on ef-
fectiveness, since enforcement level has a

significant influence on effectiveness. A
crude approximation of the combined im-
pact of labor involvement on effectiveness
can be obtained by multiplying the coef-
ficients for labor’s impact on cooperation
(Table 2) and on enforcement levels
(Table 3) by the probit coefficients for the
respective impacts of these levels on effec-
tiveness (Table 1). The positive impact
through higher levels of enforcement (.75
X 1.66 = 1.24) does not fully counter-
balance the negative impact through the
third-party participation problem (the
direct effect of —1.25). Applying the
same method to representatives, the posi-
tive impact of Democratic congressional
representation through the level of en-
forcement (.21 X 1.66 = .35) does not
counterbalance the negative impact
through cooperation due to the principal-
agent problem (—.30 X 1.64 = —.49).
On the other hand, the positive direct im-
pact of Democratic governors on effec-
tiveness more than compensates for this
difference. Furthermore, the level of en-
forcement has a direct impact on injury
rates, as analyzed in the first stage, apart
from the impact on effectiveness. In short,
the main point is not that the net labor in-
fluence on enforcement perversely harms
labor’s own interests but that their influ-
ence substantially reduces the potential ef-
fectiveness of enforcement. The primary
reason for this loss in effectiveness stems
from the effectiveness-control trade-off
imposed by the cooperative enforcement
strategy.

Summary and Conclusion

Interests are not always as clear as ap-
plications of interest group theory sug-
gest, particularly when we look into the
intricacies of effective policy implementa-
tion. This study has investigated the
seemingly perverse impact of policy bene-
ficiaries on the effectiveness of regulatory
enforcement. An analysis of QSHA en-
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forcement confirmed that labor interests
and their liberal representatives signifi-
cantly increased state-level enforcement
activities, as interest group theory would
predict. However, these same interests
were also found to reduce enforcement ef-
fectiveness, thereby decreasing the poten-
tial reduction in injuries that could have
been obtained for the given level of en-
forcement activities.

I have argued that beneficiaries may
ironically oppose effective implementa-
tion strategies primarily because of the
control problems accompanying these
strategies. A cooperative enforcement
strategy that concentrated on more
serious violations and on chronic non-
compliers was shown to enhance the
effectiveness of enforcement actions as
compared with the classical deterrence
strategy that treated firms randomly.

But the cooperative strategy required
greater administrative discretion and trust
in the enforcement agency, which led to
the effectiveness—control trade-offs
clarified by two relevant policy control
games. In the principal-agent game, the
potential gain to beneficiaries from grant-
ing necessary discretion to the enforce-
ment agency may be offset by a greater
risk that the agency will be captured by
business interests. Thus, liberal congres-
sional representatives, the political prin-
cipals representing labor, were negatively
associated with state-level cooperative en-
forcement. In the third-party participa-
tion game, workers in a given plant may
prefer short-term gains to uncertain long-
term gains that depend on future agency
actions. Thus, labor participation in the
enforcement process was negatively
related to enforcement effectiveness.

The critical point is that problems of
control should be recognized along with
technical and political problems as an im-
portant cause of bureaucratic ineffective-
ness. In the case of cooperative enforce-
ment, the possibility of mitigating ineffec-
tiveness depends on the perceptions of

beneficiaries, not just on the political
strength of business opposition or on the
skills and interests of the bureaucracy. If
beneficiaries always assume that their op-
ponents will soon control the enforcement
bureaucracy, as Moe (1989) argues, it ap-
pears unlikely that they would ever trust
the bureaucracy with long-term discretion
required for effective enforcement. But
the problems Moe describes might be due
to the combination of historical factors
(primarily, the distrust of bureaucracy
[Bardach and Kagan 1982] and the institu-
tional split between Democratically con-
trolled Congress and Republican presi-
dents} during the creation of social regula-
tory agencies and not be a perennial fea-
ture of the U.S. political system.

If alternative institutional arrangements
could be introduced to overcome the con-
trol problem by transforming the payoffs
to beneficiaries, greater efficiency might
be possible. For example, several analysts
{e.g., Bardach and Kagan 1982) suggest
that the principal-agent control problem
could be mitigated through alternative
management and monitoring techniques.
Ayres and Braithwaite (1989) argue that
the third-party participation game could
be transformed into a tripartite game be-
tween the firm, its workers, and the en-
forcement agency that would provide
plant-level labor participants with incen~
tives to favor long-term cooperation.

One of my primary goals here has been
to emphasize the advantages of simultane-
ously analyzing both interest group
politics and the technical aspects of policy
effectiveness. Interest group theory pre-
sumably focuses on policy outcomes and
therefore cannot focus on bureaucratic
outputs without considering how effec-
tively these outputs are translated into the
outcomes desired by interest groups. And
public administration theory cannot real-
istically analyze policy effectiveness with-
out considering the complex incentives of
political, as well as administrative, actors
to pursue policies that are “technically”

132




Cooperative Regulatory Enforcement

most effective.

The last two decades of implementation
research have uncovered a broad land-
scape of seemingly perverse incentives af-
fecting administrative effectiveness. The
nested game framework provides a means
for systematically exploring the interac-
tion between the narrow administrative
game that emphasizes policy effectiveness
and the broader political games that em-
phasize political interests. By systemati-
cally analyzing the structural sources of
perverse incentives, political science may
be able to produce a more orderly map of
this terrain.

Appendix: Summary of Variables

All variables are calculated as the mean of
annual state-level measures for the period
lglézito 1985 except where otherwise indi-
cated.

Effectiveness Rank

Effectiveness Score. Categorical
variable equal to zero for 23 states (68%)
with negative coefficients only for serious
citations; equal to one for 7 states (21%}
with negative coefficients for inspections
and citations; and equal to two for 4
states (12%) with negative coefficients for
inspection, citations, and penalties.

Enforcement Characteristics

Cooperation Level. Mean of two stan-
dardized measures: (1) percentage of all
violations that are serious and (2) percent-
age of all penalties imposed for serious
violations.

Enforcement Level. Mean of sum of
standardized measures for inspections,
citations, and penalties.

Interest Groups

Labor Involvement. Complaint inspec-
tions per worker,

Business Strength. Number of firms in
manufacturing sector. Several alternative
proxies for business strength are analyzed
and reported in the text, including value
added in manufacturing sector, number of
employees in manufacturing sector, and
value added per firm. All are calculated as
the mean from the 1977, 1982, and 1986
Census of Manufactures, from the U.S.
Bureau of the Census.

Elected Officials

Presidential Administration. Dummy
variable equaling one for states with fed-
eral enforcement and zero for states with
state enforcement.

Congress. Mean difference between
union (COPE) and business (NAM]} rating
for state delegation to Congress.

Party of Governor. Percentage of years
in period for which governor was a
Democrat.

State Legislature. Mean percentage of
state legislators {in both houses} who were
Democrats.

Enforcement Environment
{Control Variables)

Resources for Safety. Value added per
employee in manufacturing.

Injury Rates. Lost workday injury and
illness rates from annual Bureau of Labor
Statistics survey.

Unemployment. Rate of unemploy-
ment.

Income, Per capita income.
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1. Economists might argue that even greater effi-
ciency might result if regulatory standards were
replaced by tax incentive schemes, such as an injury
tax. It should be noted, hawever, that the enforce-
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ment and collection of taxes impase comparable
sets of difficulties and inefficiencies (Roth, Scholz,
and Witte 1985).

2. There is a built-in compliance escalator in the
dynamic process of converting minimal compliers to
flexible compliers (Scholz 1984a). As firms switch to
flexible compliance, the agency can focus its limited
prosecutorial resources on a decreasing number of
minimal compliers. This, in turn, increases the ex-
pected penalty for the noncompliers, which in turn
can increase the standard of flexible compliance ac-
ceptable to the agency. It can be shown that there is
an optimal flexible compliance standard that would
provide the highest level of desired policy outcome
for the lowest combination of compliance and mon-
itoring-prosecutorial costs,

3. The measure of concentrated enforcement in-
itially included the mean penalty per serious cita-
tion, but this component was drapped because it
was more closely correlated ta the [evel of enforce-
ment variable than to the other measures of concen-
tration. Other useful measures that would facus on
the differential treatment of firms were not available
in the aggregated data set.

4. The lag actually represents only a three-month
difference, obtained because the enforcement data is
for the government fiscal period (October-
September) and other data is for the calendar year.
Simultaneous effects of injury rates on enforcement
variables are assumed not to cause an estimation
problem despite this relatively short delay even
though injury rates have been demonstrated to affect
enforcement (Scholz and Wei 1986), since this effect
was also lagged by the remaining nine-month differ-
ence between the fiscal and calendar year. The
observed relationship does pase the passibility of
correlation between the enforcement measure and
the measure of injury rates in the previous period,
but the correction for serial correlation used in the
current analysis ensures that this would not in turn
cause a correlation hetween enforcement and the er-
ror tertn associated with the current injury measure.
If such correlation occurred, an instrumental vari-
able approach would have been required to obtain
unbiased estimates.

The selected method averages efficiency over
the 10-year period and must assute that effi-
clency remains relatively canstant over the
period. This assumption is supparted by Viscusi’s
(1986) analysis demonstrating that time periods
representing changes in enforcement programs and
in presidential administrations during the 1973-83
period showed no significant differences in enforce-
ment effectiveness at the national level. In any case,
data on injury rates for shorter time periods than
one year are unavailable, so efficiency estimates for
sharter periods within the 10 years of this study
could not be calculated,

5. A separate analysis was used to check the com-
parability of this basic equation and data set with

ather studies of regulatory impact. In this analysis
the equation was estimated with state coefficients
constrained to be equal and with all enforcement
variables in a single equation. The Parks Method
estimates found that only inspections were clase to
having a significant impact on injuries—and only at
the .10 level—while unemployment had a highly
significant impact. Viscusi (1988) found similar
results, while Bartel and Thomas {1985) concluded
that no enforcement variable affected injury rates.
The omission of several {mainly insignificant) can-
trol variables used in other studies did not appear to
alter the results for our analysis. As noted in the
text, the low significance level applies to average en-
forcement and does not indicate that enforcement is
not significant in individual states.

6. The impact of lahor should be strangest in
states with the highest level of cooperation. As noted
previously, the limited data set does not permit
analysis of all such interactive effects. One could
argue that labor invalvement decreases effectiveness
in other ways, but it is generally argued that greater
activities in support of enforcement activities by
labor should increase the effectiveness of deterrence
{Bardach and Kagan 1982). A more plausible alter-
rative explanation for the positive effect of labar
could be that inspections resulting from complaints
are less productive than inspections targeted by
OSHA, so that mare complaints will divert mora
resources, resulting in lower effectiveness. This
argument has been made in particular by OSHA op-
ponents who have suggested that labor uses com-
plaints for non-safety-oriented reasons to punish
employers or strengthen negotiating positions,
thereby diverting OSHA's efforts from firms with
greater health problems and reducing the impact of
enforcement on injury rates. While this alternative
explanation was supported by indirect findings in a
U.S. General Accounting Office study (1979), a
careful study by Smith (1986) failed to find signifi-
cant differences between complaint-initiated and
other types of inspections either before or after the
1980 policy change that required OSHA to respond
only to Formal complaints.

7. Since the variable measures only the difference
between federal and state programs, a structural ex-
planation for the greater stringency and lesser
cooperation in state agencies is also plausible. Since
coaperative enforcement requires moare elaborate
bureaucratic controls an discretion and more profes-
sionalized inspectors than does stringent enforce-
ment (Bardach and Kagan 1982; Scholz 1984a,
1984h; Shover, Lynxwiler, and Clelland 1983), the
greater informality and political sensitivity in state
agencies may be less conducive to cooperation than
the less permeable, more procedurally oriented
federal agency. Agencies attempting cooperative en-
forcement with inadequate controls are politically
vulnerable ta attacks from both camps; firms sub-
jected to concentrated enforcement may claim they
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are being arbitrarily singled out for punishment,
while advocates of more effective enforcement may
claim that many noncampliers are being ignored. If
this is the more relevant explanation, the advantage
of flexible state agencies in terms of political respon-
siveness (Scholz and Wei 1986) may be offset by the
disadvantage in terms of less coaperative effective-
ness. The presidential influence hypothesis appears
to have greater support in terms of the known policy
emphases of the Carter and Reagan administrations.
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