THE IMPLEMENTATION AND ENFORCEMENT OF ENVIRONMENTAL REGULATIONS IN A LESS DEVELOPED MARKET ECONOMY: EVIDENCE FROM URUGUAY

MARCELO F. CAFFERA

© Copyright by Marcelo F. Caffera 2004

All Rights Reserved

DEDICATION

To Monica, Gerónimo, Julieta and Malena

ACKNOWLEDGMENTS

This dissertation was developed in a considerable amount of time and in two different places, Montevideo, Uruguay and Amherst, Massachusetts. Consequently I am indebted to many people that collaborated with me in different ways during different stages of this research.

First of all, I am indebted to Professor John Stranlund, Chair of my Dissertation Committee, from whom I learned a lot but also because he did things he was not supposed to in order to help me accomplished the difficult task of doing this dissertation “between” two places so far away. I consider myself very lucky for having had the opportunity of studying the economics of enforcing environmental regulations and doing this research under the advice of Prof. Stranlund.

I am also indebted to Prof. Bernard Morzuch, member of my committee, both personally and professionally. He kept me smiling while being here in Amherst working on this dissertation away from my family while at the same time being hard with the questions regarding my estimation techniques.

I would like to thank also Prof. James Boyce, for kindly accepting being in my committee, the interest shown in my research, his dedication to read the entire manuscript so carefully and his insightful comments.

I do not want to forget also all the people in Uruguay that made this dissertation possible. Miguel Galmes, Dean of the School of Economic Sciences of the University of the Republic, where I taught, gently wrote a letter to the Municipal Government supporting my request for the data. 

Luis Lazo, Director of the Department of Environmental Development of the municipal government of Montevideo, and particularly Ernesto Garino trusted in this research and gave me confidential data on emissions and enforcement actions on industrial plants. In spite of this, this dissertation could have never been done without the help that I received “in the field” with the data. I am indebted to Alicia Rafaelle, Alejandra Benítez, Gerardo Sequeira, Rodrigo Gorriarán and particularly to Hernan Mendez at the Industrial Effluents Unit. 

Similar indebtedness is due to Marisol Mallo, head of the Department of Environmental Control at the Ministry of the Environment. She similarly trusted in this research and allowed me to search the files of her Department. Again the search would have been fruitless without the help and answers from Francisca Pérez, Gerardo Balero, Alejandro Cendón.

Viviana Rocco, from SEINCO and the University of Montevideo provided me with information on SEINCO inspections and answers to many questions. 
Luis Viana, Dean of the School of Economics of the University of Montevideo gave me the opportunity to work at this University, which provided me with the time and space needed work on my dissertation research.

I do not want to forget also helpful comment received by Marcelo J. Cousillas and Carlos Amorin.

In the end a special thank to Juan Dubra, my colleague and office mate at the University of Montevideo with whom I discussed many things of my dissertation research and who also read the entire manuscript of this dissertation and provided me with helpful comments.

Finally, I want to thank my wife Monica for taking care of too many things while I was doing this dissertation and for coming with me to the United States to share my dreams, and Geronimo, Julieta and Malena for so many hours that I stole from them. They are my four reasons.

ABSTRACT

This dissertation consists of two different research efforts. In the first one I describe the institutional framework, policy instruments, and the enforcement process that characterize industrial water pollution regulation in Montevideo, Uruguay, aiming to identify and weigh institutional and political economy constraints that may help to explain the present instrument choice of command and control instruments as opposed to more cost-effective economic instruments. The identification of these constraints allows one to evaluate the possibilities that the country has of moving toward incentive-based instruments for the control of industrial water pollution. The second part of my dissertation is a formal econometric analysis that aims to first empirically examine the determinants of the allocation of inspections of industrial plants by the municipal and national governments in Montevideo and then to empirically testing the effect of these inspections, fines and other intermediate enforcement actions on the reported levels of emissions of Biological Oxygen Demand (BOD5) and the compliance status of industrial plants with regard to BOD5 standards.
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