1. INTRODUCTION

This paper is motivated by the present lack of formal econometric studies evaluating regulators’ effectiveness in enforcing pollution regulations in Latin America, and the determinants of the allocation of enforcement actions among the regulated plants. This can’t be the main motivation. JEEM won’t care much about this.

What is the main motivation? How do we distinguish this paper from all the others?  That it is in Latin America is not sufficient. How about this? There are attributes of enforcing compliance to environmental regulations that are either unique to the developing world, or are more important in developing countries. For example, 

· Higher willingness to sacrifice environmental quality to avoid imposing costs on industry. Greater sensitivity to economic performance, recession, etc.

· Overlapping jurisdictions (may or may not be terribly unique to developing countries)

· Role of multilateral creditors for environmental protection projects.

· Others?

Write the first paragraphs of the introduction to make the case that this is what this paper is about.  This should be fairly general.

Second set of paragraphs should be specific about the Montevideo case. Begin with “We examine these features of enforcement of environmental policies in the case of industrial water effluents in Montevideo, Uruguay.” Then go on the explain Montevideo situation—institutional arrangements, IADB and the Sanitation Plan with the city, IMM, DCA and its responsibilities, the recession, levels of compliance, the Pollution Reduction Plan, etc. Weave a story about how the Montevideo case is representative of aspects of enforcement in developing countries. 

Third set of paragraphs. What do we find? And how does this increase our understanding of pollution control in developing countries?

Fourth, contrast to related literature. 

I think you should rewrite the introduction carefully and completely with the above format. 

Effectively, the empirical literature that deals with these two issues unfortunately refers only to emissions by the US and Quebec pulp and paper and the US steel industry [see (24), (10), (21), (15), (27), (18), (11), (16) and (34) Provide the actual citations. I know the JEEM format, but reviewers will prefer to see the actual citations]. In fact, Dasgupta, et al. (2001) and Wang et al. (2002) are the only examples of empirical studies of effects of inspections and fines on pollution levels and the determinants of the monitoring and enforcement activities of regulators, respectively, for a less developed country (China).
 Footnote 1 seems to contradict the sentence to which it is attached. Are Dasgupta and Wang the only studies of compliance and enforcement in LDCs. If so, what are the papers in footnote 1 about? Be explicit.  There is no example of this type of empirical work for Latin America.
 This is a very important shortcoming because Latin America has a long tradition in water pollution control laws based on uniform emissions standards, but both public opinion and papers that have analyzed environmental policy in the region have regarded them as poorly enforced [see (33), (13), (28) and (35)]. At the same time, new regulations for other media (like air) and new incentive based instruments are being developed and implemented in some parts of the region, but no effort has been made to empirically test the capacity to enforce these new regulations. In this respect, previous empirical analyses in the US, Canada and China are of little guidance for a Latin American country given the obvious differences in institutional capacities and even political systems. This paper aims to start filling this gap by, first, empirically examining the determinants of the allocation of inspections by the municipal and the national government among industrial plants in Montevideo, Uruguay, and then by empirically testing the effect of monitoring and enforcement actions of both the municipal and state governments on industrial plants' emissions of BOD5 in Montevideo, and their probabilities of being in violation.
 

This paper differs from past empirical studies in several ways. First, somewhat surprisingly, published papers about LDC take for granted that authorities in these countries actually want to enforce emission standards I don’t think you can actually say this. What is your evidence? You can make the following point without having to say that other published papers have it all wrong.. Quite the contrary, in this paper we argue that evidence from the field and econometric results suggest that regulators had no strong incentive to enforce emission standards via monetary fines. Despite frequent violations, regulators imposed only fifteen fines between July 1997 and October 2001. Reasons behind the decision by Uruguayan regulators of not fining violators were mainly two. In the first place, as part of the requirements to access a credit to extend Montevideo city sanitation system, Uruguayan authorities had to implement a Monitoring Plan whose main objective was to increase compliance with industry emission standards. As a result, the municipal government of Montevideo, in charge of the Monitoring Program, implemented the "Pollution Reduction Plan" as a mean to increase compliance, which was only around 25% of reported emission levels at that time. The Plan consisted of laxer emission standards between March 1997 and December 1999 to give industrial plants time to invest in treatment plants. During this period violations decreased because of the laxer standards but were still frequent. Nevertheless, it was in the Plan’s spirit that regulators tolerate violations while trying to convince plant managers to invest in treatment plants. In the second place, one of the most important economic crises of the country hit the industry sector from 1999 until de end of the sample period. As regulators explicitly told to us, they were (and they still are) willing to sacrifice environmental quality to avoid imposing costs on industrial firms. As a result we found no robust result telling that the monitoring and enforcement actions of the Uruguayan regulators were effective in reducing BOD5 concentration of industrial effluents or BOD5 loads emitted. We found monitoring and enforcement actions to be more effective in both economic and statistical sense in decreasing violations, but the estimation technique make us leave aside plants that did not change their compliance status during the whole period. With violation being the most common status, this obviously biases upward the effectiveness of the monitoring and enforcement variables. Therefore, the results should be interpreted while taking this into account.

Second, the paper illustrates the role that multilateral organisms of credit like the Inter-American Development Bank in this case play in the design of urban environmental policy in less developed countries. Almost all of the inspection strategy of the municipal government of Montevideo during this period obeyed to the need to comply with the Monitoring Program, a requirement imposed by the IADB as a condition to access de loan for constructing sanitary system extensions in the city. The econometric results suggest that the Inter-American Development Bank was not able to curve the Uruguayan authorities´ political decision of not fining violators in spite of being able to increase the number of inspections performed by the municipal government with respect to pre-loan levels by means of financial resources. This experience illustrates that is not always the case that weak enforcement in LDC is the result of weak monitoring and enforcement (sanctioning) capacities. Important to highlight the fact that you have a case where monitoring is actually quite frequent, so weak enforcement does not come from weak monitoring capacities. However, the willingness or capacity to sanction violators is weak. We have infrequent sanctions even when sources report that they are in violation.

By the way, we must now start to be very careful about distinguishing between reported emissions, violations, etc., and actual values. JEEM reviewers are going to complain about the data being reported data, so we can’t make any mistakes in this regard.

Third, the paper explicitly recognize that industrial plants in Montevideo are subject to enforcement from both the municipal and national government using separate data of inspection and intermediate enforcement orders from both institutions. Even in developed countries is common to have more than one regulatory institution in charge of enforcing a specific norm. For example, in the US effluent limitations enforcement is in charge by both state permitting authorities or EPA regional authorities. Differentiating between inspections from state and EPA authorities may not be important in the context of a developed country like the US because coordination between regulators is clear and there is no overlap in enforcement activities Are you sure that this is true? Do you have evidence of this? A citation perhaps? (i.e.: even though in some states some plants are regulated by the state permitting authorities while others are regulated by the EPA regional offices none is inspected by both authorities). But this is not the case in less developed countries. Overlapping jurisdictions without coordination is almost the norm and both municipal and national authorities inspect plants. In the US the federal government and state governments have overlapping jurisdictions as well. Has anyone incorporated this feature (both EPA and state inspections or fines separately) in an analysis of compliance behavior. Has anyone examined whether state inspections influence the probability of EPA inspections or vice versa? If not, then the fact that we do is a real contribution. This is a fundamental issue that one has to take into account when analysing water pollution control in these countries. Nevertheless, it does not seem to have been addressed. In the only published paper about enforcement industry emissions in a LDC the authors say “In China, the effective implementation of environmental laws and regulations, including the implementation of the pollution levy, is in large part the responsibilities of local people’s governments” (Dasgupta et al (2001), italics added). The next sentence is not that strong. Do Dasgupta et al distinguish between local inspections and federal? If not, do we know that there are federal inspections, but they chose to focus only on local inspections?  If “in large part” means that the national government also could perform inspections and take enforcement actions, then analysing the effect of monitoring and enforcement on pollution without incorporating in the analysis all the enforcers may bias estimation of the effectiveness of the actions of the included enforcers. As said at the beginning of the paragraph, in this paper we include data of monitoring and enforcement activities from both the municipal and national authorities separately to differentiate the effects.

Fourth, we use four sources of information regarding levels of pollution. One is the level reported by industrial plants, another is the level sampled by the municipal government, a third is the level sampled by the national government and the fourth is the level sampled by a private consortium that worked for the municipal government during the Monitoring Plan. This unique feature allows me to perform difference of means tests as a simple way to explore the presence or absence of under-reporting.

--------------------------------------------------------

the most interesting stuff may be the empirical relationship between DCA and IMM; 

the influence of IADB, and 

the timing of the Pollution Reduction Plan and the recession/the effect of economic conditions on inspections, reported BOD5 and reported complaince." 

Do you agree that this is what we want to do? 

Do we have the empirical evidence to tell a compelling and convincing story?

I think what you ought to do is 

to completely rewrite the introduction, or at least provide a detailed outline so that we can work on it together. 

Focus on the "relationship between DCA and IMM; the influence of IADB, and the timing of the Pollution Reduction Plan and the recession." 

Why is this important from the devloping country perspective. 

Why is this different from the devloping country perspective. 

Use the citations you provided in a previous email. 

And tell what results are obtained in the econometric analysis. Why are these important? Don't worry about the lenght for now.

What do you think? Having an introduction will help us revise the rest of the paper. 

� There are a few other examples of empirical analyses of informal and formal pollution regulation in LDCs (see (29), (30) and (17)). But these studies, among other, have significant differences in the quality of their data as compared to the above-mentioned papers.


� Existing works explore other issues (see (3)), or have data limitations that make them not comparable (see (9), (6), (7), (12) and (14)). First, some of them do not have information on emissions or formal regulatory measures or both. Second, they are all cross-section studies. See (5) for a detailed description of these works and their data limitations and differences. 


� BOD5 is among the most important pollutants and is one of the two pollutants targeted by the municipal government and the Inter American Development Bank. It is also a pollutant that all plants emit and have to report.








