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INTRODUcnONINTRODUCIION 

TheThe OccUpatiODai SafetySafety andand HealthHealth (OSH)(OSH) ActAct ofof 
19701970 providesprovides forfor safe:ysafe~y regulationregulation ofof 55 millionmillion 
workplaces 

Occupational 

workplaces. ThisThis lawlaw isis oneone ofof thethe manymany newnew typestypes ofof 
regulationregulation introducedintroduced inin thethe 1970s1970s toto regulateregulate thethe 
economyeconomy onon aa nationWIde basis.basis. AA majormajor problemproblemnationwide 
thatthat hintJers policypolicy makersmakers isis thethe effectiveeffective enforcementenforcement 
ofof suchsuch regulation.regulation. EnforcementEnforcement ofof thethe actact isis thethe 

hinders 

responsibilityresponsibility ofof thethe Oa:~lpationaJ SafetySafety Q~ i HealthHealth 
AdministrationAdministration (OSHA).(OSHA). 

,uncluded thatthat OSHAOSHA hashas 

Oaztpational a- 4 

PreviousPrevious researchresearch hashas ~ncluded 

notnot exertedexerted aa significantsignificant impactimpact onon regulatedregulated firms.linns. 
CheliusChelius (J974) andand SmithSmith (J97S) findfind thatthat OSHAOSHA hashas(1974) (1975) 
notnot exencd aa significantsignificant impactimpact onon injuryinjury rates,rates, andand 
CheliusChelius concludesconcludes thatthat eveneven thoughthough injuryinjury ratesrates 
decreaseddecreased afterafter thethe OSHOSH Act,Act, thesethese decreasesdecreases areare notnot 
relatedrelated toto OSHAOSHA butbut ratherrather toto dropsdrops inin businessbusiness 
activityactivity andand youngyoung workerworker employment.employment. GleasonGleason andand 

exerted 

BarnumBarnum H97S) findfind th~t thethe costscosts imposedimposed onon firmsfirms11975) thet 
forfor noncompliancenoncompliance areare trivialtrivial inin 'omparison withwith thethe 

investmeisrs unrelatedunrelated toto thethe 
*omparison 

opportunityopportunity costscosts ofof investme., lS 

correctioncorrection ofof violations.violations. ViscusiViscusi (1919) concludesconcludes thatthat 
OSHAOSHA hashas failedfailed toto exertexert aa significantsignificant impactimpact onon thethe 

(1979) 

actualactual oror plannedplanned safety investmentsinvestments ofof firms.firms. 
ThisThis paperpaper examinesexamines thethe powerspowers ofof OSHAOSHA byby 

developingdeveloping aa modelmodel ofof enforcementenforcement thatthat detailsdetails thethe 

salety 

impactimpact OSHAOSHA cancan exertexert onon firms andand yieldsyields insightsinsightslirms 
intointo this agency's historicalhistorical progressprogress towardtoward legislatedlegislated 
goals.goals. ItIt differsdiffers fromfrom previousprevious studiesstudies inin thethe followingfollowing 

thisagency’s 

ways.ways. First, thisthis paper examinesexamines thethe efToctiveness ofofYirst, papr elfectiveness 
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initialinitial andand reinspectionreinspection programsprograms whereaswhereas inin thethe 
Etamum (1973,studystudy oyoy GleasonGleason andand Barnum (197S~ forfor example,example, 

onlyonly initialinitial inspectionsinspections areare considered.considered. Second,Second, thisthis 
confutes penalized,modelmodel confmes violationsviolations toto thosethose thatthat areare penalized. 

fib-mnotnot totaltotal violations.violations. WhenWhen aa fIrm expectsexpects withwith greatgreat 
certaintycertainty toto bebe foundfound inin violationviolation butbut notnot penalized,penalized, itit 
hashas lessless incentiveincentive toto considerconsider correction.correction. Third,Third, thisthis 
paperpaper doesdoes notnot considerconsider thethe impactimpact ofof OSHAOSHA onon 
injuryinjury rates. ToTo thethe extentextent thatthat injuriesinjuries areare thethe resultresult ofofrates 

“unsafe” engicccring controls,bothboth "unsafe" jobjob habitshabits andand engineering cOlltrois, 
OSHA’s will insignificantOSHA's impactimpact onon injuriesinjuries wiU likelylikely bebe insignifIcant 
fromfrom zerozero sincesince itit doesdoes notnot controlcontrol thethe jobjob habitshabits ofof 
workers.’ Fourth,workers. I Founh, thisthis paperpaper analyzesanalyzes enforcementenforcement onon 
thethe statestate andand nationalnational level.level. OneOne ofof thethe characteristiccharacteristic 
problemsproblems withwith previousprevious researchresearch isis thatthat analysisanalysis ofof 
enforcementenforcement parametersparameters basedbased onon aggregateaggregate datadata 

close thesedoesdoes notnot provideprovide informationinformation onon howhow c1"se theloC 
valuesvalutlS areare toto thethe parameterparameter valuesvalues derivedderived onon aa statestate 
basis.basis. ThisThis paperpaper offersoffers insightsinsights intointo thethe issueissue ofof 
whetherwhether previousprevious researchresearch providesprovides bothboth reliablereliable andand 
generalgeneral results.results. 

SinceSince thethe presentpresent studystudy mostmost closelyclosely resemblesresembles thethe 
studystudy byby ViscusiViscusi (lq79), separateseparate andand detaileddetailed(lC"79~ aa 
discussiondiscussion ofof thethe importantimportant differencesdifferences betweenbetween thesethese 
twotwo isis presentedpresented here.here. OneOne differencedifference isis thatthat ViscusiViscusi 
assumesassumC3 workersworkers desiredesire constantconstant workwork placeplace quality,quality, 

resultgeneratinggenerating thethe resuit thatthat workersworkers cannotcannot increaseincrease 
theirtheir realreal wageswages byby increasingincreasing theirtheir personalpersonal levellevel ofof 
controlcontrol effort.effort. OnOn thethe contrary,contrary, wewe argueargue thatthat ifif 

exertsOSHAOSHA exens aa significantsignificant effecteffect onon firms,firms, itit causescauses 
workersworkers toto becomebecome moremore safety-conscioussafety-conscious sincesince em-em­

’ see DcpatmcIlf cmuaace (m77). only recaltly.I See U.S.U.S. Department ofof Commen:e (1m). Only recently, andand 
VetyrsrrlY.hsVC~~~M~liebkforurrpafeactsbYvery nrely. have the courts held tinns liable for unsafe acts by 
employees.employees. See.See. forfor example,example, BrennanBrtwim v.v. OSHRCOSHRC andand ConradConrad 
Precson Indwtrirs 1137).Precisiollindastries (2(2 OSHCOSHC (137). 



players wouldwould attachattach relativelyrelatively higherhigher premiumspremiums totoployers 
personalpersonal safetysafety control.control. InIn addition. ifif OSHAOSHA werewere 

toto increase riskrisk workers,workers. 
addition, 

ableable incre,lse informationinformation onon toto 
OSHAOSHA wouldwould havehave thethe powerpower toto increaseincrease bothboth thethe 
marketmarket wageswages andand thethe costscosts ofof firms.firms. TheThe oppositeopposite 
conclusionconclusion isis foundfound byby Viscusi:Viscusi: asas OSHAOSHA increasesincreases thethe 
controlcontrol efforts ofof firms.firms. workersworkers decreasedecrease theirtheir levellevel ofofeflorts 
personalpersonal control.control. ThisThis cOP-elusion leadsleads ViscusiViscusi toto ahe 
followingfollowing policypolicy consideration:consideration: therethere isis aa dangerdanger thatthat 
stringentstringent enforcementenforcement maymay increaseincrease workwork hazardshazards 

conclusion the 

becausebecause 01 decreasesdecreases inin thethe personalpersonal controlcontrol efforts ofol 	 elTortsor 
workers.workers. This paper's condu~ion isis quitequite different:different: if1 his paper’s conclusion 	 il 
OSHAOSHA isis toto increaseincrease injuryinjury control. itit mustmust increaseincrease itsits 
levellevel ofof enforcement.enforcement. 

control, 

TheThe otherother majormajor difference betweenbetween thisthis paperpaper andanddifierence 
ViscusiViscusi concernsconcerns thethe testingtesting ofof thethe enforcementenforcement moddmode! 
ViscusiViscusi examinesexamines thethe impactimpact ofcertain ('SHA pen"lt:~ 

mspection investmentinvestment inin contlccontll:i 
ofcertain CY3HA penLIt:{ 

andand Inspection variablesvariables onon 
equipmentequipment byby firmsfirms andand workerworker injuryinjury rates.rates. NoNo 
significant relationshiprelationship isis foundfound betweenbetween thesethese varia­sign&ant 	 varia-
blesbles afterafter itit isis recognizedrecognized thatthat OSHA's historicalhistorical use ofof 
enfcrcement toto 

OSHA’s USA 
enforcement sanctionssanctions havehave causedcaused trivialtrivial costscosts 
firms.firms. ThisThis paperpaper recognizesrecognizes thatthat previousprevious studiesstudies 
havehave foundfound trivialtrivial costscosts toto firmsfirms andand addressesaddresses thethe 
followingfollowing questions.questions. HowHow maymay OSHAOSHA affectaffect thethe 
compliancecompliance ofof regulatedregulated parties?parties? HasHas OSHAOSHA affectedafliicted 
certaincertain segmentssegments ofof thethe nation',' ToTo whatwhat levellevel mustmustnation’.’ 

sanctionssanctions he raisedraised toto affectaffect compliancecompliance ,,'gnificantly?be 	 .,ignificantly? 

El'iFORCEMENT MODELMODELENFORCEMENT 

EffC\:tive enforcementenforcement ofof Iules reliesrelies onon bothboth infonna­
tiontion gatheringgathering andand penalizingpenalizing activities.activities. InformationInformation 
gatheringgathering ISIS thethe acquisitionacquisition ofof informationinformation onon thethe 
compliancecompliance decisionsdecisions ofof firms.firms. SearchesSearches maymay taketake 

ElTeclive lules informa-

manymany forms:forms: inspection. monitoringmonitoring activity. andand 
complaintcomplaint informationinformation fromfrom outsideoutside parties.parties. TheThe 

inspection, activity, 

principalprincipal meansmeans byby whichwhich OSHAOSHA :;athers informationinformationg&hers 
onon compliancecompliance activityactivity isis throughthrough workwork placeplace inspt..'C..inspev.. 
[ions. DuringDuring fiscalfiscal 19771977 OSHAOSHA conductedconducted 196.078196.078 
snspections.’ PenaltiesPenalties forfor detLytL4 violationsviolations arl 
l.lons. 

inspections.1 detectl."<i arc 


nenserious an4 Eactusuallyusually	 ofof twotwo types:types: nonserious ard serious.serious. Ead. 
nonserious violation.violation. withwith aa civilcivil pl:nalty ofof upup toto 
Sl.OOO.Sl.WO. ic%b 
nonsenous 	 penalty 

hashas aa directdirect relationshiprelationship toto job safetysafety andand 
healthhealth butbut probablyprobably wouldwould notnot I.'ause deathdeath oror 
wiou,, :nJury.’ aa signifi­signili-

cause 
:.;eriou~;	 r*;irriesmJury.·\ AA seriousserious violationviolation ~''.irries 

cantcant plObability thatthat deathdeath oror seriou.' physicalphysical harmharm 
I:ouldcould [l.'Sultwsuft andand assumesassumes thethe cmphyer knew. or 

~2obability seriou.r, 
empl:)yer knew, clr 

shouldshould havehave knownknown of. thethe violation:lof, viol;ition.” 

----~_._----

t See Offtel: of ManagementManagement Data and Statistical Analysis (1977). 
3’ OSHOSHActtl9701.Act (\970,. Sec.Sec. 11 (b), 
* kofficeof DataandStatisticalAnatysis(1977). 

17(b). 

’ Ad (i970). !k.
• OSHOSH Act (1970). Sec. 1717 (b).(b). 

TogetherTogether ~he informationinformation gatheringgathering andand penalizingpenalizing 
powerspowers ofofagenciesagencies leadlead toto potentialpotential costscosts toto violators.violators. 
BothBoth activitiesactivities areare neededneeded totogenerategenerate anan expectedexpected lossloss 
forfor aa firmfirm outout ofof compliancecompliance withwith variousvarious rules.rules. ForFor 

the 

exampk. If aa regulatedregulated firmfirm expectsexpects withwith greatgreatexample. d 
certaintycertainty lO bebe foundfound inin violationviolation butbut notnot penalizedpenalizedto 
forfor aa violation. itit willwill havehave lessless incentiveincentive toto correctcorrect thetheviolation, 
violation.violation. WhenWhen appliedapplied inin combination. thethe IOSpec­combination, ~ospec-
tiontion andand penalizingpenalizing ,h l;vities determinedetermine whetherwhether ititai Cvities 
"pays" forfor lirm~ toto complycomply withwith rules.rules.“pays” lirmr 

AA descriptiondescription ofof thethe costcost function forfor thethe firmfirm ininlirnction 
some statestate ofof noncompliancenoncompliance isissclole 

ci = C(a!, i’,, li, x, pi) 	 (I)(1) 

wherewhere 

c,C', ==	 expectedexpected costcost inin dollarsdollars forfor violationviolation ofof 
rulerule i,i. forfor i=i = I.I. 2•. ", t12, *-a,q 

probabilityprobability thatthat OSHAOSHA acquiredacquired informa­
tiontion onon compliancecompliance forfor allall q" rulesrules 

i', =	 penaltypenalty inin dollarsdollars forfor violationviolation ofof rulerule i,i. forfor 
i= I, 2. ..., ,I 

"- =	 informa-

;= I. 2..... '/ 

I.; = vio-percentagepercentage ofof inspectionsinspections thatthat penalizepenalize vio­
lationslations ofof rulerule i.i. forfor ii== I,1, 2, ...,2•...• '/rl 

= percentage vio-n	 pen.,'cntage ofof inspectionsinspections thatthat penalizepenalize vio­
hnions ofof atat lcast oneone rulerulelations least 

Pi = costcost inin dollarsdollars assOCiated withwith continuedcontinuedassociated 
violationsviolations ofof rulerule i.i. apartapart fromfrom penalties. forforpenalties, 
i=; 1. ***i""" I.I. 2..... 'I.. ‘1. 

TheThe firstfirst fourfour argumentsarguments areare calledcalled policypolicy parame­
tersters becausebecause theythey representrepresent valuesvalues determineddetermined hyhy 

parame-

OSHA. whichwhich appliesapplies itsits discretionarydiscretionary enforcementenforcementOSHA, 
powerpower toto innuence thethe expectedexpected c('sts of noncompli­influence cc’stscf noncompli-
anceance forfor partiesparties withwith individualindividual rulesrules throughthrough appli­appli-
cationscations ofof thesethese policy parameters.parameters. TheThe remainingremainingpo!icy 
argumentsarguments areare l:allOO costcost parametersparameters becausebecause theythey 
IT'n7:asure~asure allall otherother costscosts notnot directlydirectly relatetirelate4 toto 
enforcement.enforcement. 

AllAll fourfour typestypes ofof policypolicy parametersparameters exertexert positivepositive 

I:dlkd 

effC\:ts onon thethe expectedexpected costscosts ofof noncompliancenoncompliance forfor thethe 
firm.lirm. 0(s1reflects 
effects 

ParameterParameter renects thethe frequencyfrequency aspectaspect ofof 
inspections;inspections; thethe moremore conducted,inspectionsinspections cOflducted. thethe 
moremore firmslirms maymay expectexpect toto bebe foundfound inin violatio:l.violatio:l. 
ParametersParameters i'i.,j measuremeasure oneone aspectaspect ofof thethe intensityintensity 
character'sticcharactefstic ;; inspections;;1' inspection,,; thethe greatergreater thethe valuevalue ofof 
allall i'i' thethe greatergreater thethe potential costcost fromfrom violationviolation ofof 
rulerule i.i. ParameterParameter 7l:n representsrepresents thethe raterate ofof penalizingpenalizing allall 
violationsviolations ofof rulesrules byby OSHAOSHA duringduring inspections.inspections. BothBoth 

i.,, poteutial 

frequencyfrequency andand intensityintensity characteristicscharacteristics areare alliowed 
for.for. TheThe remainingremaining typestypes ofof policypolicy parametersparameters areare thethe 

allowed 



potentialpotential penaltiespenalties finns faceface forfor specificspecific violationsviolations ofof 
rulerule ii observedobserved duringduring inspections.inspections. 7,. 

lirms 
ValuesValues ofof I'i 

representrepresent lhe intensityintensity characteristicscharacteristics ofof penalizingpenalizing 
activity.activity. whilewhile frequencyfrequency aspectsaspects areare displayeddisplayed inin ii.Ai' 

pi 

the 

CostCost parametersparameters Pi representrepresent allall otherother costscosts thatthat 
maymay bebe incurredincurred byby aa firmfirm subjectsubject toto inspection.inspection. WhileWhile 
thesethese parametersparameters maymay representrepresent manymany ditTerent typestypesdiRerent 
ofof costs. wewe confineconfine ourour discussiondiscussion toto thethe impactimpact ofofcosts, 
inspectioninspection onon workers' wagc:s. While workersworkers areare 
consideredconsidered safety-conscious,safety-conscious, theythey dodo notnot possesspossess 
perfectperfect informationinformation onon thethe variousvarious riskrisk characteristicscharacteristics 

workers’ wages. Whiie 

associatedassociated withwith alternativealternative emple-yments, andand marketmarketemplqments. 
wageswages dodo notnot reflect perfectperfect compensationcompensation forfor occup­
ationalational risk.risk. OSHAOSHA maymay increaseincrease informationinformation onon riskrisk 

retlect occup-

totoworkersworkers throughthrough itsits identification ofofnoncomplyingnoncomplying 
firms,firms, whichwhich wouldwould increaseincrease marketmarket wageswages andand thethe 

identiIication 

costscosts ofof thethe firmfirm asas well.well. ButBut thethe degreedegree ofof identifi­
cationcation dependsdepends onon thethe characteristicscharacteristics ofof thethe rulerule setset 

identifi-

thatthat OSHAOSHA enforcesenforces onon firms.firms. ThereThere isis l"vidence thatthatevidence 
OSHA's enforcementenforcement programprogram isis notnot aimedaimed atat dis­
seminatingseminating mformationIOformation onon previouslypreviously unperceivedunperceived 

been 

OSHA’s dis-

risksrisks toto workersworkers andand thatthat consequentlyconsequently itit hashas notnot heen 
sU<X.'essful .,t increasingincreasing worker's compensationcompensation forforsuccessful i:t worker’s 
previouslypreviously unl.:ompensated flsk.5 OwingOwing toto thethe prob­
ableable trivialtrivial impactimpact onon marketmarket wageswages exertedexerted byby 

UnLvmpensatcd risk.‘’ prob-

OSHA. thethe effect ofof allall Pi onon thethe costscosts ofof noncompli­
anceance isis assumedassumed toto bebe positivepositive andand constant.constant. 
OSHA, elfect pi noncompli-

TheThe lossloss functionfunction forfor the regulatedregulated firmfirm isis defineddefined!he 
asbash 

~1 
ry,&fl (2) 

ii== II 

E(L)E(L)== LC :%"ii'j n (2! 

wherewhere ii =1. 2, ..., '7 denotes thethe comple~e setset ofof rules.rules. 
ThisThis functionfunction utilizesutilizes allall thethe policypolicy parametersparameters inin 

= 1.2. . .. q denoies comple’e 

equationequation (I)(I) f') determinedetermine thethe relevantrelevant charllcteristics 
ofof thethe incentiveincentive structurestructure facingfacing firmsfirms forfor compliancecompliance 

t3 characteristics 

withwith rules.rules. ThisThis lossloss functionfunction hashas seven~1 interestinginteresting 
propertiesproperties regardingregarding thethe effectivenesseffectiveness ofof enforcementenforcement 

several 

activityactivity onon thethe compliancecompliance decisionsdecisions ofof firms.firms. First. 
notnot onlyonly thethe ab~oluteabsolute level 

First, 
le\el ofof penaltypenalty impositionimposition 

definesdefines thethe expectedexpected costscosts ofof violations;violations; the irequencyirequency 
andand intensityintensity characteristicscharacteristics togethertogether determinedetermine thethe 

rhe 

valuevalue ofthe lossloss potential.potential. Second,firms mustmust bebe citedcitedof the Second, firms 
and penalizedpenalized forfor violationsviolations toto affectaffect thethe costscosts ofof theirtheirancl 
noncompliance.noncompliance. ForFor example,example, ifif OSHA observed,observed, butbutOSI-IA 
notnot penalized,penalized, violationsviolations ofof rulerule i.i. itit "ould havehave aa 
trivialtrivial impactimpact onon thethe preregulatorypreregulatory costscosts ofof firmsfirms forfor 
notnot adoptingadopting rulerule i.i. 

would 

, See Bolle (1977)(1977) lIJIdComell andand Weingasl (1976).L.%cBolk ad Cotnell Weirqast :1976). 
• AA similarsimilar functionfunction isis developeddeveloped inin GleasonGleason and Barnum \;975).� at@ Batnutn tl975). 

TheThe functionfunction inin ourour study.study. though.though. confinesconfines violations onlyonly toto tIJo.~eviolattons thtx;e 

thatthat havehave beenbeen penalizca.pedized. 

TheThe functionfunction inin de&slossloss equationequation (2)(2) defines thethe 
expectedexpected lossloss facingfacing firmsfirms inin noncompliancenoncompliance inin aa timetime 
periodperiod thatthat hadhad notnot beenbeen previouslypreviously inspectedinspected inin aa 
givengiven jurisdiction.jurisdiction. ItIt isis thisthis costcost thatthat firmsfirms weighweigh 
againstagainst thethe returnsreturns fromfrom alternativealternative investments.investments. 
AssumeAssume therethere isis anan alternative investmentinvestment thethe sizesize ofof 
thethe outlayoutlay necessarynecessary forfor compliancecompliance withwith OSHAOSHA rulesrules 
inin aa givengiven period.period. IfIf thethe returnreturn onon thisthis alternativealternative 
investmentinvestment isis greatergreater thanthan E(L)E(L) inin thethe samesame period,period, thethe 
firmfirm doesdoes notnot investinvest inin correctivecorrective activity.activity. ButBut ififE(L)E(L) isis 
greatergreater thanthan thethe alternativealternative return,return, thethe firmfirm doesdoes 

altema?ive 

investinvest inin correctivecorrective activity.activity. IfIfaa firm isis inspectedinspected inin thetheIirm 
policypolicy period,period, thethe penaltiespenalties )'i areare thethe expectedexpected costscosts ofof 
noncompliancenoncompliance withwith eacheach penalizedpenalized violation.violation. 

yi 

THETHE ENFORCEMENTENFORCEMENT PROGRAMSPROGRAMS OFOF OSHAOSHA 
TheThe InitialInitial Inspection ProgramProgramlmpecth 

TheThe valuevalue ofof E(L)E(L) isis estimatedestimated inin thethe followingfollowing 
7 manner.manner.‘I FiscalFiscal 19771977 isis thethe policypolicy periodperiod withinwithin 

whichwhich estimatesestimates areare made.made. TheThe probabilityprobability ofof initialinitial 
inspectioninspection IX isis estimatedestimated byby dividingdividing thethe numbernumber ofof 
initialinitial inspectionsinspections byby thethe numbernumber ofof regulatedregulated firms.firms. 

(IL 

InitialInitial inspectionsinspections areare inspectionsinspections 10 thethe policypolicy periodperiod 
thatthat areare notnot follow-upsfollow-ups ofof previousprevious inspectionsinspections inin thethe 
samesame policypolicy period.period. ViolationsViolations areare ofof twotwo types:types: 
seriousserious andand nonserious.nonserious. TheThe percentagepercentage ofof detecteddetected 
violationsviolations thatthat areare seriousserious andand finedfined isis thethe proxyproxy forfor 
d,. thethe percentagepercentage ofof penalizedpenalized violationsviolations thatthat areare 

in 

;.• ' 
serious.serious. AA similarsimilar estimateestimate isis mademade forfor penalizedpenalized 

A,. TheThe sumsum ofof .1.I,1 andand .1. 2 isisnonseriousnonserious violationsviolations .1. 2 ' 1, 
unity.unity. AverageAverage penaltiespenalties forfor seriousserious andand nonseriousnonserious 
violationsviolations ).1 andand A. 2 areare estimatedestimated byby dividing totaltotal 
penaltiespenalties byby thethe numbernumber ofof violationsviolations withwith penalties.penalties. 
TheThe percentagepercentage ofof initialinitial inspectionsinspections thatthat penalizepenalize 

1, I, (dividing 

violationsviolations n isis estimatedestimated byby thethe percentagepercentage ofof aUII all 
inspectionsinspections thatthat penaJi1.e violations.violations.penalize 

IdeallyIdeally tltl ~ expectedexpected lossloss inin tQuation (2)(2) wouldwould bebe 
estimatedestimated onon anan industryindustry basisbasis sincesince enforcementenforcement 
levelslevels cancan bebe expectedexpected toto bebe relatedrelated toto riskrisk levels.levels. 

‘: equation 

UnfortunatelyUnfortunately suchsuch datadata areare notnot available;available; rather, 
suchsuch estimatesestimates areare ma.demade onon bothboth thethe statestate andand 
nationalnational levels.levels. TableTable II displaysdisplays bothboth highhigh andand lowlow 

rather. 

valuesvalues forfor eat:h palameter onon thethe statestate levellevel andand thetheeach parameter 
st.mdard deviationdeviation forfor eacheach parameter.parameter. TheThe meanmean 
shownshown isis thethe nationalnational mean.mean. Tchch?chelI’s 
stclndard 

FromFrom Tchchychetrs 
inequality,inequality, thethe probabilityprobability ofof drawingdrawing aa samplesample 
observationobservation whosewhose valuevalue isis thanmoremore than, 33 standardstandard 

7 All enforument and comp\iar-:e datadata were obtained fromfrom thethe’ All ad wcm otbtainedenforcemetttcompliarre 
Office of Management Data and Stalisucal Amdysis I( 1m). The dataoffice of Mttnagement Data and statistical Antrysis 1:1977). Tke data 
on thethe numberof flnns were obtained fromfrom thethe ()fflC(: of thethe Presidenl 

(1973).(1973). 
on ttutnbfs of ftrms were obtaird Dffdd: of President 



1,TABLETABLE 1. of for 1977EstimatesEstimates of EnforcementEnforcement ParametersParameters for FiscalFiscal 1977 

HighHigh 
ValueValue 

LowLow 
ValueValue 

StandardStandard 
DeviationDeviation MeanMean 

initial in::pectionP 
Reinspec:iona~ 

penalty Y 

Initial im:pection 01 

Reinspedon OIR 

SeriousSerious 'P~nal ty l'11 

0.26290.2629 
0.74830.7483 

909.09909.09 

0.00630.0063 
0.0500.050 

121.85121.85 

0.04350.0435 
0.15350.1535 

159.37159.37 

0.0370.037 
0.1900.190 

291.21291.21 

y2 198.18198.18NonseriousNonserious penaltypenalty 1'2 
PercentPercent serious.\1 0.860.86 

Percerir nonseriousA2 0.990.99 
serious At 

Percent nonserious.\2 
Nonco,rirrliance Il 0.920.92Nonco... nliance n 
ExpectedExpected lossloss E(L) 34.7034.70 

iossEp7(L1 29.8429.84 
ECL1 

ExpectedExpected iossER(L) 

deviationsdeviations awayaway fromfrom thethe meanmean isis 0.0027.0.0027. InIn termsterms ofof 
thethe lossloss parametersparameters E(LI thisthis correspondscorresponds toto aa limitlimit ofofE(L) 
- $12.42 toto $20.22. TheseThese estimatesestimates suggestsuggest thatthat thethe- ~12.42 520.22. 
likelylikely enforceme:nt impactimpact fromfrom OSHAOSHA onon firmsfirms isis 
insignificantinsignificant fromfrom zero.zero. soso wewe argueargue thatthat thethe nationalnational 

eniorcement 

estimatesestimates Clre bothboth reliablereliable andand general.general. ThisThis allowsallows ususare 
10 l:arfY thethe res/. ofof thethe discussiondiscussion inin termsterms ofof thetheto carry rest 
nationalnational eMimatl >.estimate ). 

DuringDuring jiscal 19771977 thethe initialinitial inspectioninspection raterate waswasfiscal 
3.7.3.7. estimatcs appliedapplied toto approximatelyapproximately 9696 percentpercent ofofestimates 
allall firms. AA fiml thatthat hadhad notnot beenbeen initiallyinitially inspectedinspected inin 
fiscalfiscal 19771977 andand waswas inin noncompliancenoncompliance couldcould expectexpect aa 

fi.rrns. firm 

wst ofof 53.90 forfor noncompliance.noncompliance. ThisThis impliesimplies thatthat anancost S3.90 
lO\e!>iment inin correctioncorrection yieldedyielded aa returnreturn ofof $3.90$3.90 totoInvesLment 
thc firm thatthat hadhad notnot beenbeen initiallyinitially inspected.inspected. InIn 19741974the tirm 
thethe National Asspciation ofof ManufacturersManufacturers surveyedsurveyedNattonal Association 
lh membersmembers asas toto thethe sizesize 01 thethe investmentinvestment neccssary 
toto correctcorrect allall theirtheir violations.violations.”H AverageAverage estimatesestimates 

S35.00 tirms 

11s ol necessary 

rangedranged fromfrom 535.000 forfor firms withwith 100100 oror fewerfewer 
employees toto overover $4.5$4.5 millionmillion forfor thosethose withwith moremoreemploy~ 

thanthan 5000 employees.employees. WithWith thethe lowerlower estimateestimate ofof5ooO 
535.000.S35,ooO.aa S3.90 associatedassociated withwithreturnreturn ofof $3.90 waswas aa 
returnreturn ofof 0.010.01 percentpercent onon anan invl.stment inin correctioncorrectioninvestment 
m fiscal 1977. An alteruative investmentinvestment thatthat yield,~d aaIn t&al 1977.An alternative yield,:d 
returnreturn ofof 77 percent.percent. forfor example. wouldwould havehave gene­example, gene-
ratedrated S2.4SO inin revenuerevenue toto thethe firm. TheThe datadata inin TableTable52.450 fum. 
I mdicate thatthat firmsfirms inin noncompliancenoncompliance andand notnotI Indicate 
mitldl1) mSilt:\.).:d duringduring fiscalfiscal 19771977 werewere likelylikely totouuttdily tns;ti,‘d 
havehave chc'scn alternativealternative investmentsinvestments asas longlong as correc· 
non Investments noncompetitive ratesrates 

chcsen ascorrec-
lion im'cstmcnts werewere yieldingyielding noncom~titivc 

ofof return.return. 
Ifif aa firmfirm waswas inspectedinspected onceonce inin anyany ofof thethe policypolicy 

periods.periods. thethe pen.alties wouldwould becomebecome thethe expectedexpected 
cited penalized 

penalties 
wstscosts forfor eacheach violationviolation cued andand penalized. ByBy 
multiplyingmultiplying thethe dveragedverage numbernumber ofof violationsviolations perper 
mllial inspectioninspection byby thethe penalty. anan estimateestimate ofof thethenunal penalty, 

• S« (JCCIIpQIIOflaJ Haumis (1974. p.p. S).’ SesLccupnond Haads ( 1374. 8). 

11.7911.79 30.5 130.51 65.7565.75 

0.010.01 0.23340.2334 0.460.46 
0.140.14 0.11000.1100 0.540.54 
0.150.15 0.22590.2259 0.490.49 
0.500.50 5.445.44 3.903.90 
0.760.76 16.1416.14 20.0620.06 

averageaverage costcost ofofanan initialinitial inspectioninspection isis made.made. ThisThis costcost 
wouldwould havehave appliedapplied toto approximatelyapproximately 44 percentpercent ofofallall 
firms inin fiscalfiscal 1977.1977. TheThe averageaverage numbernumber ofof seriousserioustirms 
violationsviolations withwith penaltiespenalties perper initialinitial inspecti.."\o waswasinspection 
0.190.19 inin fiscalfiscal 1977;1977; thethe averageaverage numbernumber ofof nonseriousnonserious 
violationsviolations \\'ith penaltiespenalties perper initialinitial inspectioninspection waswasAGth 
044; thethe estimateestimate ofof thethe averageaverage costscosts ofof initialinitial 
inspectionsinspections waswas $103.26.$103.26. TheThe impositionimposition ofof thisthis costcost 
wouldwould havehave beenbeen consideredconsidered trivialtrivial byby firmsfirms inin thisthis 
categorycategory facedfaced withwith thethe alternativealternative ofof anan investmentinvestment 

044, 

unreiated toto correction.correction. TheThe initialinitial inspectioninspection pro­
exertim! anan 

unrelated pro-
gramgram ofof OSHAOSHA hadhad thethe likelylikely effecteffect ofof exerti",~ 

insignificantinsignificant fromfrom zerozero impactimpact onon thethe resourceresource allo­allo-
cationcation ofof firmsfirms inspected onceonce duringduring fiscalfiscal 19771977 sincesinceinspectlxl 
thethe initialinitial inspectioninspection programprogram prodUced insufficientproduced insuficient 
in':entivcs forfor increasingincreasing firms'::ontrol efforts.efforts.ia:entives tirms’ control 

The ReinspectionReinspection ProgramProgramTire 

OSHAOSHA alsoalso enforcesenforces thethe OSHOSH ActAct throughlhrough thethe 
reinspect ion ofof firmsfirms previouslypreviously determineddetermined outout ofof 
compliance.compliance. AnAn estimateestimate isis mademade ofof E&!-k 
reinspection 

ER(L). thethe 
expectedexpected costcost of continuedcontinued noncompliancenoncompliance forfor firmsfirms0C 
notnot reinspectedreinspected andand notnot correctingcorrecting violations detected 
duringduring initialinitial inspections.inspections. ThisThis costcost isis estimatedestimated byby 

violationsdetected 

redefining thethe policypolicy parametersparameters inin equationequation (2)(2) 10tedefining to 
nmespond toto OSHA's reinspectionreinspection program.program. TheThe 
subscriptsubscript RR willwill denotedenote thisthis correspondence.correspondence. 
correspond OSHA’s 

TheThe valucs ofof ,'RI' I'RI' andand OR remainremain unchangedunchanged 
C-om initialinitial illirt 1.1. 

values ;‘R,,ia,. nR 
['om theirtheir counterpartscounterparts TableTable 
Unfortunately, datadata areare unavailableunavailable toto e1itimate newnewllnfortunately, estimate 
valuesvalues forfor thesethese parametersparameters inin relationrelation te. thethe reinspec­
tiontion programprogram ofof OSHA.OSHA. TheThe useuse ofof thethe initialinitial valuesvalues ofof 
thethe parametersparameters I'iyi andand Ai,$ probablyprobably prod.:.lces under­

to reinspec-

produces under-
estimatesestimates forfor thethe truetrue valuesvalues ofof thesethese parametersparameters sincesince 
itit isis likelylikely thatthat inspectorsinspectors wouldwould citecite alldand penalizepenalize 
continued reinspec-cDntinued violationsviolations detecteddetected duringduring thethe reinspec­
tions moremore frequentlyfrequently andand severelyseverely than thosethose de-de­(ions thau 



&ted I,tected duringduring thethe initialinitial inspection.inspection. TheThe useuse ofof .1. 1 

produces a,, sir.ceprobablyprobably produc:cs anan underestimateunderestimate ofof lit I s&e 
reinspectionsareare toto focusfocus onon thethe seriousserious violationsviolations ofofreins~ioDS 

inspecGons9 A2initialinitial inspections.9 Consequently,Consequently, II isis probablyprobably anan 
ART yioverestimateoverestimate ofof .1. It 2- TheThe useuse ofof 7; probablyprobably producesproduces 

under&mate ofyIi sinceanan undeRStimate of}' Itl sin«:e itit isis likelylikely thatthat inspectorsinspectors 
continuedproposepropose higherhigher penaltiespenalties forfor c:ontinued violations.violations. 

TheThe conseqUClHleconsequence ofof usingusing nIl asas aa proxyproxy ofof nllxIt isis 
indeterminateindeterminate sincesince therethere areare nono datadata onon thethe relativerelative 
d3ferences compliancediO'erences inin complianc:e ratesrates betweenbetween thethe twotwo typestypes 

Still E&.)ofof inspections.inspections. StiD thethe estimatesestimates ofof E,p..) provideprovide 
informationinformation onon thethe costscosts ofof continuedcontinued violationsviolations forfor 
firins sutlicientfirms andand indicateindicate whetherwhether sufficient incentivesincentives existexist 
fo: corn~tionfo:, thethe correction ofof violationsviolations citedcited andand penaiizedpenaiized 
previouslypreviously byby OSHAOSHA inin thethe samesame policypolicy period.period. TheThe 

aRisestimatedprobabilityprobability ofof reinspectionreinspection 01 It is estimated byby dividingdividing 
thethe numbernumber ofof reinspectionsreinspections byby thethe numbernumber ofof initialinitial 
inspections.inspections. TheThe sizesize ofof thethe standardstandard deviationdeviation ofof 
EE&)RtL) allowsallows usus toto carrycarry outout thisthis discussiondiscussion onon thethe 
nntionalnational level.level. 

TableTable II displaysdisplays thethe reinspectionreinspection policypolicy parametersparameters 
E&J. Theandand thethe estimatesestimates ofof E~L). The percentagepercentage ofof initialinitial 

reinspectionsinspectionsinspections followedfollowed byby reinspections inin fiscalfiscal 19771977 
19. lirmswaswas 19, implyingimplying thatthat roughlyroughly II percentpercent ofof allall firms 

were year.”w::re reinspectedreinspected duringduring thisthis year. I 0 WithWith anan estimateestimate 
$35,tMM correction.ofof $35,000 forfor thethe necessarynecessary investmentinvestment inin correction, 

fiscalaa returnreturn ofof $20.06$20.06 inin liseal 19771977 isis associatedassociated withwith aa 
r-turnr-:mrn ofof 0.060.06 percentpercent onon anan investmentinvestment inin correction.correction. 

investmentOnOn thethe otherother hand,hand, anan alternativealternative investm<:nt yieldingyielding 
g Aerates i;raa returnreturn ofof 77 percentpercent fierates $2.450$2.450 i:l revenuerevenue toto 

fitm.thethe fitlll. TheThe datadata inin TableTable 22 indicateindicate thatthat firmsfirms thatthat 
werewere initiallyinitially inspectedinspected butbut notnot reinspectedreinspected werewere likelylikely 

have chosen siilbz invest-toto haw f'ltosen alternativealternative investmentsinvestments since invest­
mentsments inin correctioncorrection yieldedyielded noncompetitivenoncompetitive ratesrates ofof 

reinspectionreturn.return. TheThe reinspection programprogram hadhad thethe likelylikely effecteffect 
ofofexertingexerting anan insignificantinsignificant fromfrom zerozero impactimpact uponupon thethe 
resourceresource allocationsallocations ofof firmsfirms thatthat werewere in-initiallyinitially in­
spectedspected butbut notnot reinspectedreinspected duringduring thisthis period.period. 

penalties yR,IfIf aa firmfirm isis reinspected,reinspected, thethe penalties}' Iti becomebecome thethe 
expectedexpected costscosts forfor eacheach violationviolation citedcited andand penalized.penalized. 
ByBy multiplyingmultiplying thethe averageaverage numbernumber ofof violationsviolations perper 
reinspectionreinspection byby thethe averageaverage penalty.penalty, thethe costcost ofof 
reinspections 1reinspections isis estimated.estimated. ThisThis costcost appliesapplies toto thethe I 
percentpercent ofof allall firmsfirms thatthat experiencedexperienced reinspectionsreinspections inin 

theeacheach period.period. BecauseBecause therethere areare nono datadata onon thl,~ averageaverage 
numbernumber andand averageaverage penahies perperofof violationsviolations pena.lties 
reinspection. estimatfesreinspection, thethe initialinitial inspectioninspection estimat'es ofof thethe 
previousprevious sectionsection areare used.used. TheThe averageaverage costcost ofof 

fiscal 1977reinspectionreinspection inin fiseal1977 waswas $103.26,$103.26, amountingamounting toto 
of0.34aa returnreturn of0.34 percentpercent onon anan investmentinvestment inin correctioncorrection 

Division 
IDlhis estimate deriwd a a~ his 
*• SeeSee PKJ~IXIIProgram andand PolicyPolicy Divisioo (1976).(1976). 
10 lbis escimIIte isis derived byby multiplyingmultiplying 0 byby OR inin lhis period.period. 

!§?5,OUOofof $~~,<XX} andand representingrepresenting aa noncompetitivenoncompetitive raterate ofof 
returnreturn toto thethe firm.firm. TheThe reinspectionreinspection programprogram ofof 
OSHAOSHA exertedexerted anan insignificantinsignificant fromfrom zerozero impactimpact onon 
thethe resourceresource allocationsallocations ofof firmsfirms reinspectedreinspected onceonce 
duringduring thisthis period.period. 

RegremiottAnalysis NoncompliiAA Reare-ion A...ysis ofof Nonoompliance 
relation-RegressionRegression analysisanalysis teststests thethe directiondirection ofof thethe relation­

shipship betweenbetween noncompliancenoncompliance andand thethe employmentemployment ofof 
enforcementenforcement parametersparameters byby OSHA.OSHA. An, obviousobviolJSAn 
problemprablem isis thethe selectionselection ofof thethe appropriateappropriate definitiondefinition 

noncomphiance.ofof noncompliance. AnAn extremeextreme definitiondefinition wouldwould bebe 
oneone oror moremore violationsviolations ofof thethe entireentire setset ofof standards;standards; 
noncompliancenoncompliance isis aa zero-onezero-one decisiondecision andand probablyprobably 

tirm non-everyevery regulatedregulated lirm wouldwould bebe determineddetermined inin non­
compliance.compliance. OnOn thethe otherother hand,hand, noncompliancenoncompliance cancan 
bebe viewedviewed asas aa problemproblem ofof degree,degree, inin whichwhich degreesdegrees ofof 

determined Ihenoncompliancenoncompliance areare dete:,mined byby thethe vigorvigor ofof the 
definedenforcementenforcement programprogram andand noncompliancenoncompliance isis delined 

in@encedbyby adherenceadherence toto standardsstandards andand isis alsoalso influenced byby 
ll definedabovediscretionarydiscretionary authority.authority. WeWe useuse ndelinatabove asas aa 

allow: OSHAOSHA totomeasuremeasure ofof noncompliancenoncompliance sincesince itit allow~
 

interpretinterpret noncompliancenoncompliance (;ontinuouslycontinuously andand isis ex-
ex­
e~nploymentpectedpected toto exhibitexhibit aa relationshiprelationship toto itsits e'nployment ofof 

enforcementenforcement parameters.parameters. 
obtained by ordinar}TheThe followingfollowing estimateestimate isis outained hy ordinar) 

leas!-squares stdtesleasi-squares usingusing datadata fromfrom thethe 5050 states inin fiscalfiscal 
1977:1977: 

l-l=0.107+0.839~+0.323a~+0.00+, +0.002~2n = 0.107 +0.839cr +0.3230: R +O.OO4}' I +0.002,' l 

(1.62)** (2.14)= (1.56)**(0.977)(0.977) (2.20)*(2.203* (1.62r* (2.14t' (1.56)+* 

(t(t statistic)statistic) (3)(3) 

R=R l =0.23=0.23 

F(4,F(4, 47)47) =3.59*. ’ = 3.5~. 

TheThe abbreviationsabbreviations forfor eadl ofof thethe parametersparameters 
defineddefined aboveabove andand oneone andand twotwo asterisksasterisks referrefer toto 

each areare 

confi<leJice level!> 0" 9595 andand 9090 pelcent, respectiv~;y. 

Noncompliance I I measuresmeasures the:atethe :ate ofof noncompli­
conficlelce levels or percent. respectively. 
Nonl:ompliance I j noncompli-

thatanceance tnat isis aa jointjoint probabilityprobability (i.e.,(i.e., thethe probabilityprobability ofof 
beingbeing initiallyinitially in:'1Ccted andand beingbeing penalizl::d, givengivenin:.wcted penalized, 
initialinitial inspectiOl I. AllAll thethe enforcementenforcement parametersparameters 
exer;exert aa positivepositive impactimpact onon noncompliance,noncompliance, whichwhich 
reinforcesreinforces delinition ofof noncompliancenoncompliance asas aa 

inspectiol 1. 

thethe definition 
measuremeasure ofof enforcementenforcement vigor.vigor. ThisThis implies thatthat inin 
jurisdictionsjurisdictions wherewhere OSHAOSHA citescites aa relativelyrelatively highhigh 

implie:s. 

percentagepercentage ofof timlS forfor noncompliance,noncompliance, theythey ,ue moremore 
rel<1tively highhigh econormr: 

iirms .are 
aptapt toto empleyemplcy aa relatively useuse ofof economu; 
sanctions.sanctions. andand theirtheir employmentemployment ofof enforcementenforcement 



parametersparameters isis inin thethe properproper direction,direction, consistentconsistent withwit’h 
thethe de;inition ofof noncompliance.noncompliance.dGnition 

cONirLI.!SIONCONCLUSION 

TheThe examinationexamination ofof thethe OSHAOSHA enforcementenforcement programprogram 
indicatesindicates thatthat OSHAOSHA hashas notnot been %L:,2ssfulH.... ;essfulbeerl inin 
achievingachieving itsits goalgoal ofof increasedincreased workwork pl.ace vrotectioll.place protection. 
ImpactsImpacts fromfrom roth thethe initialinitial inspectio'n andand reinspec­
.ion.ion programsprograms onon thethe resourceresource allocationsallocations ofof firmsfirms 

both inspectic‘n reinspec-

havehave likelylikely beenbeen insignificantinsignificant fromfrom zt'ro. AnalysisAnalysis ofof 
thethe datadata onon thethe nationalnational levellevel leadsleads toto reliablereliable andand 

zero. 

generalgeneral resultsresults withwith regardregard toto thethe e:;timates onon thethe 
statestate level.level. AlthoughAlthough thethe regressionregression analysisanalysis indicatesindicates 
thatthat thethe employmentemployment ofof enforcementenforcement parametersparameters isis 

ezitimates 

positivelypositively relatedrelated toto noncompliance,noncompliance, thethe impacts fromfrom 
thethe initialinitial inspectioninspection andand reinspectionreinspection programsprograms areare 

iimpacts 

tootoo weakweak toto significantlysignificantly increaseincrease tb<: compliancecompliance ofof 
firms. IfIf OSHAOSHA isis increaseincrease thethe injuryinjury controlcontrol 

thr 

fIrms. toto 
resourcesresources or firmsfirms aboveabove thatthat general::d inin thethe privateprivateof generatd 

market.market. itit mustmust increaseincrease thethe costscosts oC noncompliancenoncompliance 
rates ofof returnreturn onon 
of 

toto thethe pointpoint ofof equalityequality withwith thethe ra~es 

:tlternative investments.investments. AsAs thethe modeimodei ofof enforcementenforcementalternative 

mdicatcs. lhe goalgoal ofof increasedincreased workwork placeplace protectionprotectionIndicates. the 

requiresrequires increasesincreases inin thethe employmentemployment of enforcement 
parameters.parameters. 

0f e.tlforcement 

OurOur majormajor conclusionconclusion andand tn"l ofof previousprevious studiesstudies(aat 

isis thatthat thethe enforcementenforcement programprogram ofof OSl-IA hashas nol 
pr&uced compliancecompliance by firms.firms. 

0SH.A not 
prtXlul:ed additionaladditional hy 
Weidenbaum andand Delina (1978)(1978) findfind thatthat t.het.he compli­Weidenhaum Deiina compli-

ance costscosts resultingresulting fromfrom OSHAOSHA regulationregulation werewere $3.2$3.2ancc-

hll:i,.m inin 1976. AtAt firstfirst thisthis appearsappears asas evidenceevidence thatthat 
excrttd'd aa significantsignificant impaciimpact uponupon thethe 

bG.~n lY76. 

OSHAOSHA hashas exerh..
compliancecompliance ofof firms. butbut in perspectiveperspective thisthis compli­firms, m compli-

am~ costcost averagesaverages onlyonly $640$640 perper investmentinvestment expendi­
lute h) eacheach ofof thethe approximatelyapproximately 55 millionmillion firms 
anon expendi-

ture h~ lirms 

underunder regulationregulation byby OSHAOSHA.” I I apThisThis expenditureexpenditure ap­
pear~ very smallsmall butbut may bebe explainedexplained byby consideringconsideringpears berq’ ma) 
lhdtlirms investedinvested inin occupationaloccupational injuryinjury controlcontrol longlongthat lirms 

hefore thethe arrivalarrival ofof OSHA SinceSince pot{:ntial hazardshazardsbcforr OSHA. potential 

1:05t thethe firm.firm. amongamong manymany otherother items. lostlost produc­cost items, produc-

I, ion andand riskrisk compensationcompensation toto workers,workers, itit isis inin thethe 
.nlcrrstintere~t ofof thethe firmfirm toto investinvest inin injuryinjury controlcontrol 
1:yuipmcnt. OSHA. 

I.irm 

':4uipmcnl. EvenEven withoutwithout OSHA, changeschanges inin workerworker 
,,:haracteristics. firm output. productionproduction methods. andandl,:haracteristics, film output, methods, 

depreciation ofof existingexisting equipmentequipment wouldwould generategenerateIJepreciation 

mestmcnt expendituresexpenditures by firms. Insestment b} firms.” 2 

II See OfficeOffice ofof thethe ncsil1enl (1973),‘I kc Prcstden~( 1973). 
It Supporting evideoci: ofof IIus cllplanation isis thai nono relalionshipI2 Sqqnxting evidence 011scrplanation lhat relationship 

betwseen OSHAOSHA aclivity andand thethe inveslmenl behaviorbehavior ofof linns hashasbe?wseen activity invenment fmns 
)Cen foundfound (VISCUSI 1979)1979)‘xen (V~rust 

TwoTwo lirmtationslirmtations ofthis studystudy andand theirtheir implicationsimplicationsof this 
forfor publicpublic policypolicy willwill nownow bebe addresr.ed. First. thetheaddressed. First, 
analysisanalysis isis limitedlimited byby thethe levellevel ofof thethe data IfIf OSHAOSHAdata. 
lUempts toto limitlimit theirtheir enforcementenforcement etron toto aa smallsmallIttempts effort 
gll'Oup ofoffirms. itit isis possiblepossible forfor thisthis groupgroup thatthat OSHA 
hashas exertedexerted aa significantsignificant impactimpact uponupon injuryinjury controlcontrol 
group tinns, OSM 

d4~isions.' J SuchSuch aa subsetsubset ofof firmsfirms maymay be selectedselected 
owingowing toto theirtheir relativelyrelatively highhigh injuryinjury rates.rates. GivenGiven itsits 
limitedlimited budget,budget, OSHAOSHA maymay bebe ableable toto exert 

decisions.” k 

exen aa 
significantsignificant impactimpact un thesethese firmsfirms byby conamtrating itsitson concentrating 
enforoement reso~ onon aa select groupgroup ofof them.them. InIn thisthis 
casecase OSHAOSHA maymay bebe merelymerely actingacting inin aa rationalrational 
mannermanner toto makemake thethe bestbest useuse ofof itsits limitedlimited budget.budget. 
Second,Second, itit isis notnot clearclear thatthat itit isis inin thethe interestinterest ofofsocietysociety 
forfor OS?&4 toto increaseincrease significantlysignificantly thethe costscosts ofof 

enforcementresources sekct 

OSHA 
noncompliancenoncompliance thatthat itit imposesimposes Oll firms.firms. AtAt thethe 
macroeconomicmacroeconomic levellevel suchsuch actionsactions maymay leadlead toto 

on 

increased productproduct pricesprices andand forceforce certaincertain firmsfirms outout ofof 
business.business. SuchSuch priceprice andand unemploymentunemployment increasesincreases 
needneed bebe analyzedanalyzed asas costscosts toto societysociety ofof regulationregulation andand 
bebe comparedcompared withwith thethe projectedprojected benefitsbenefits fromfrom thethe 
governmentgovernment program.program. 

jncreased 

TheThe authorauthor wouldwould likelike toto tlank PaId B.B. DowningDowning andand thethetlxmk Paul 
anonymousanonymous refereesreferees forfor helpful comments.comments.helprUl 
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