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ABSTRACT

While devolution has increased the policymaking authority of the American states in many areas, regulatory policy has shown a more complicated pattern. The federal government preempted the states from regulating in a number of “economic regulation” domains, like finance and transportation, where the federal government sought deregulation, though the states maintain regulatory powers over crucial industries like insurance, telecom and electricity. At the same time, many state legislatures and attorneys general have responded to federal “de-enforcement” of “social regulation” of risk and information by an activist “re-enforcement” approach. State regulation is therefore becoming relatively more, rather than less, important in shaping American markets.  While analysts and scholars have long been concerned about capture and competitive “races-to-the-bottom” in state regulation, my results for ten quantitative studies of telecommunications, electricity, trucking, insurance, savings-and-loans, hospital expansion, lawyer and physician professions, clean air permit implementation plans and groundwater protection, suggest that capture or rent-seeking models do not explain most state regulation. Instead, the states show considerable interest group contestation, which provides room for institutional actors to wield autonomous power based upon their own analyses and goals. Despite great variation in the resources and structures of state legislatures and agencies, these institutions are consistently influential. The heightened saliency of state regulation is also reflected by increased gubernatorial effort in many states, parallel to Presidential efforts over the past 30 years, to centralize regulatory policy and enforcement. State regulation appears to have an important place in regulating firms now competing in a global economy.

The States and American Regulatory Federalism

By regulating significant portions of the telecommunications, electricity, insurance, and health industries, as well as occupations and several aspects of environmental pollution, the states collectively play a critical role in the American economy. By my estimates, between 10% and 20% of the American economy is directly regulated by the states.
  While regulation, unlike some other areas of public policy, does not entail large amounts of direct public expenditure – regulatory expenditures are generally less than 1% of government budgets – it does cause private actors to spend considerable money to alter their behavior. About one-third of state agencies mainly spend their time addressing the kinds of regulatory issues analyzed here.
  

I demonstrate here that the states are engaged in a complicated relationship with federal regulators, often filling enforcement gaps (a trend we could call “de-enforcement”) in a period marked by both deregulation and devolution. Industry capture and regulatory “races-to-the-bottom” are legitimate concerns about state regulation, but I will show that contested environments in which institutional actors make independent choices actually characterize most areas of state regulation.  As a consequence, we can have general confidence in most state regulators performing their job as well as their federal counterparts. 

Though often created by political compromises, government regulations generally need to be justified based upon the notion of “market failures.”  Well-functioning markets require supplier competition, fairly symmetric information between transacting parties, and individual exchanges that largely affect only the two transacting parties. When markets incorporate these elements, they generally work well in satisfying consumer preferences without regulation. When competition does not arise, however, as with “natural monopolies” like utilities, when producers know much more than consumers about a product or service (called “asymmetric information”), as with complex pharmaceutical drugs, or when third-parties are significantly affected by transactions (“externalities”), as with pollution, these market failures may justify regulation. 

In assessing the scope of state regulatory activities in these categories, consider five recent state actions. In the area of monopoly and competition, determined state attorneys general from nine states resisted a proposed U.S. Department of Justice settlement of the Microsoft antitrust case. In occupational regulation, New Mexico became the first state to allow psychologists to prescribe medication, which had formerly only been allowed by M.D. psychiatrists. Addressing asymmetric information problems, in the wake of many Internet firm collapses and corporate accounting scandals, New York State Attorney General Eliot Spitzer successfully sued Merrill Lynch for $100 million for the lack of objective information provided by stock analysts, utilizing a 1922 New York State law that predated the U.S. Securities and Exchange Commission (SEC), and prompted further SEC, New York Stock Exchange and NASDAQ investigations. Also dealing with information, seven state legislatures passed “do not call” laws against telemarketers, the popularity of which prompted the Bush administration’s Federal Trade Commission (FTC) chair Timothy Muris to call for a national rule limiting telemarketing. Addressing the regulation of externalities, the California legislature passed an automobile emission law aimed at reducing greenhouse gasses, an approach Congress rejected, which will likely force automobile manufacturers to alter the cars they sell across the U.S., since California is by far their largest market. Clearly, the states are actively addressing all important market failures. 

In addition to assessing these trends in federalism and state regulation, political scientists can utilize the variation in state policies as a laboratory to test broader theories of interest group and institutional influence over public policy. The studies I present here all employ quantitative evidence from recent state choices to address two opposing theoretical explanations of regulatory policy. 

First, advocates of the Chicago-school interest group explanation argue that the political system does not necessarily respond to real problems from market failures, but instead provides regulatory protection to the most powerful and involved interests.
  This rent-seeking or capture approach provides a parsimonious framework for assessing regulation, and it also tends to bolster normative arguments against many regulatory policies, since they are assumed to serve parochial private, not broad public, interests. Capture may seem to be even more applicable to state regulation than to federal regulation since a smaller number of powerful, and sometimes mobile, interests are presumed to hold sway in state capitals, and since the competition for business location and economic development can fuel a “race-to-the-bottom.” 

Some political scientists have questioned the overly simplistic assumptions and often undemonstrated empirical support for the capture approach, as well as questioning how well it can explain deregulation or the “social regulation” of the past 30 years that appears to benefit more dispersed citizens at the expense of concentrated interests.
  As an alternative, scholars who favor institutional approaches to studying regulation emphasize an autonomous role for government actors. In a weaker version of this approach, institutional actors could be influential decision-makers simply because interest groups are fairly evenly matched in the input and pressure they provide. In a stronger version, institutional actors could be autonomous decision-makers even in the face of strong, unbalanced interest group pressure.
  In either case, choices by institutional actors could lead to attempts to solve market failures or to serve broader interests in society, such as consumers. 

In an on-going debate, Chicago-school advocates respond to the institutional critique by arguing that evidence correlating state institutional actors with policy decisions is insufficient because the establishment of the institutions themselves may be epiphenomenal, or “endogenous” to the interest group strength in that state.  Advocates of institutional approaches generally find this an overly bold and unconvincing defense.
 

As we shall see, neither approach completely explains all of state regulation. The institutional approach fares much better, however, in most of the cases I examine, which cut across nearly all of the important areas of state regulation. This finding also suggests that the states are more capable of effective and balanced regulatory policy than some skeptics believe.

Devolution, Preemption or Venue Shopping? 

In a number of other policy domains, scholars and political observers characterize recent federal-state interactions as “devolution.”  The devolving of power (back) to the states is an important reality in welfare programs, some health programs, transportation and some education funding, and a few other important areas (see Rivlin 1992; Hanson 1996; Nathan 1996; Donahue 1997; and Derthick 2001). Federal officials have supported this relative resurgence in state policy authority partly for ideological reasons, but also because state governments have established themselves as more professional and capable units, and because polls show that more Americans trust decisions by state and local governments than federal government decisions.
 Ehrenhalt (2002: 8) writes: “States aren’t just the level of government we go to when the others fail; they now are the level of government we go to because we don’t expect the others to succeed.” 

In regulatory policy, however, the states have always been important, and devolution is not the dominant pattern across the board. Instead, I argue that “economic regulation” of prices, market structure, and firm entry has been characterized by partial or complete deregulatory preemption of the states by the federal government.
  At the same time, federal attempts to reduce “social regulation” of risk and information, and related “de-enforcement,” have prompted considerable, though sporadic, state activism to fill that gap, which we might characterize as “re-enforcement.”  This leads to varying regulations across the states and to some reactive federal regulations that otherwise would not have been promulgated.
 As a result, the relative importance of state regulation has increased, contrary to expectations from many conservative supporters of devolution, who expected the states to be co-enablers of “de-enforcement” policies. 


Economic Regulation


In economic regulation, most prominently, the federal government preempted state efforts to regulate transportation industry prices and entry, specifically and statutorily preempting state airline regulation in 1978, state railroad regulation in 1980, state intercity busing regulation in 1982, and, later state trucking regulation in 1994. While preempting the states, the federal government largely stopped its own economic regulation of any of these industries, even eliminating the Civil Aeronautics Board and the venerable Interstate Commerce Commission.
 


The federal government also preempted much of the states’ ability to regulate prices and entry in financial industries. After the S&L crisis of the late 1980s, the federal government put the states out of the business of chartering S&Ls. They also preempted state restrictions on interstate branch banking in 1994 and later preempted state oversight of mutual funds. Most recently, as Congress relaxed the separations between different kinds of financial firms in the 1999 Financial Services Act, they set up a greater possible role for federal regulation over the insurance industry, the oldest and perhaps most important industry only regulated by the states. For example, if 29 states do not successfully coordinate their regulation of insurance agents in fall 2002, the federal government will preempt state licensure of insurance agents. With fewer regulatory walls between the activities of commercial banking, investment banking, and insurance, it may only be a matter of time until the federal government preempts a greater portion of state insurance regulation.
 


While federal officials have not preempted state telecommunications and electricity regulation as much, they have intervened in some aspects of state regulation of these most important infrastructure industries. With the 1996 Telecommunications Act and the 1992 Energy Act, Congress paved the way for further state deregulation, and in some cases, preempted a state role in regulation. In 2002, the Federal Communications Commission (FCC) is using its authority to redefine statutory terms from the 1996 Telecommunications Act in a manner that preempts some state and local regulation. Federal preemption has not gone even further in these two industries in part because local providers continue to hold considerable monopoly positions and face only limited competition, as California’s blackouts demonstrated. 


Deregulation, and preemption of state powers, has been the dominant trend in all of economic regulation over the past quarter Century, to the point that direct economic regulation now covers less than 6% of the national economy, down from 16% in 1975.
  The dominant “idea” about much economic regulation over the past 25 years is that it was either a bad idea from the start (Stigler 1971), or that it failed in practice over time, except when there is overwhelming evidence of ongoing monopoly power that requires on-going regulation. (Derthick and Quirk 1985). Even public interest groups and liberals, such as Ted Kennedy, have favored deregulation of structural and pricing regulations, as in airlines and trucking for example, that really favored protected firms rather than consumers. But, debates continue about the relative efficacy of economic regulation in a few remaining important industries.


Thus, while explicit actions by federal officials over the past quarter-Century decreased the relative power of states over many areas of economic regulation, they decreased the federal role as much, or even more. States retain exclusive regulatory authority over occupational regulation, as well as over intrastate telecommunications and electricity markets.  Below, I examine the politics of state economic regulation of these industries. 


Social Regulation 

The pattern of federalism is quite different for social regulation of information and risk, an area where the degree of enforcement is critical, and where regulation is shaped as much by budgets and discretionary agency choices as by legislative statute. Winston and Crandall (1996) provide evidence that social regulation has been more popular with more voters than economic regulation in the period since WWII.  Despite such popularity, Presidents Nixon, Reagan and George W. Bush, and the 1994 Republican Congress’ “Contract with America” lumped social regulation together with economic regulation and “big government,” trying to reduce its enforcement by cutting staff and budgets and centralizing their authority over agency promulgation of new rulemaking decisions.  In response, many organized labor, environmental and consumer groups resisted these attempts, and they often used the states as a form of venue shopping to achieve their goals.
  Demonstrating the popularity of some forms of social regulation, these regulatory activists have found some success in shaping policies by legislatures and state attorneys general in some states, including, but not limited to, California, New York, and Massachusetts. 

Observers first noticed this balancing effect of federalism during the Reagan administration. In the 1990s, President Clinton moderated the federal reduction in social regulatory enforcement, but the political power and explicit anti-regulatory agenda of the 1994 Republican-controlled Congress continued to make regulatory activists wary enough of federal activities, so they pressed on with state efforts. For example, in health care, pro-regulatory groups pressured several states to adopt patient’s bills of rights and prescription drug laws during the 1990s, when Congress would not do pass these bills.  


After 2000, under President George W. Bush, the same skepticism from pro-regulatory activists has resurfaced, maintaining their focus at the state level, especially as several powerful Bush regulatory appointees, including OMB’s Office of Information and Regulatory Affairs (OIRA) head John Graham and FTC chairman Muris, have written widely about the need to reduce various forms of social regulation. Labaton (2002) writes: “Sensing a growing deregulatory movement in Washington, state officials have been moving swiftly to fill what they perceive as voids in areas like anti-trust, environmental law, consumer safety, telecommunications, banking, health care and energy.” He adds: “Experts and state officials say the states’ growing involvement is reminiscent of a movement in the Reagan administration, when the perception of lax enforcement prompted a core group of state prosecutors and lawmakers to form new alliances.” 

Regulatory activists have utilized 3 main state-level venues to advance their policies - state legislatures, the initiative and referendum process, and state attorneys general (SAGs).  For example, in the late 1980s, 20 state legislatures considered 70 bills to regulate nutrition labeling, action that was preempted by the passage of the 1990 federal Food Labeling Act, as food manufacturers feared facing 50 different standards (Graham 2000).  Also in the late 1980s, environmental groups pressed 21 state legislatures to pass laws requiring plastic 6-pack connectors to be biodegradable – business groups then pushed Congress to press the U.S. Environmental Protection Administration to develop uniform national biodegradable rules, which it did in 1993 (Beales and Muris 1993: 84).  In the 1990s, several states, and localities, passed laws banning or limiting bank ATM charges (Bravin and Beckett 2002).  More recently, in 2001, 7 states adopted the “do not call” laws against telemarketers, which proved so popular that FTC chair Muris called for a national rule limiting telemarketing, an action he admitted would have been unlikely without the states moving first.  In the most recent, and dramatic example, in summer 2002, the California legislature passed a bill requiring steep reductions in greenhouse gases from automobiles, after Congress had rejected that policy. This seems likely to force automobile manufacturers to comply with the new standards, not only in California, the biggest state market by far, but across the country, since it is not feasible to produce two separate sets of cars (Hakim 2002).  Passage of this law in California, after failure at the federal level, was part of an explicit environmental group strategy to achieve national, not just state-level, goals. 

While state regulation varies by type of regulation, states themselves also differ, sometimes considerably. Some legislatures have not become wellsprings of social regulatory activism nor are they likely to do so. Though more than half the states, led by California and New Hampshire, have voluntarily set carbon dioxide emissions above federal standards, another 16 state legislatures decided to go on record opposing the Clinton administration’s Kyoto Treaty on climate change that called for rapid reductions in such emissions (Arrandale 2002: 23.  See also Pianin 2002). Though not all states are actively pursuing environmental enforcement above federal mandates in a number of areas, the author of a recent study argues: “The trend is unmistakably towards more states taking an active role in climate change.” (Rabe 2002). 

In some cases, pro-regulatory groups have pressed for state regulatory initiatives, particularly when legislatures do not act. Most prominently, in 1986 California voters passed Proposition 65, which required substantial labeling about risks and possible hazards related to food and other products. Other states were considering similar ideas at that time. Though opposed to this kind of state product risk labeling requirements, Viscusi (1993: 74)  admitted: “The state warning programs have served a constructive purpose by indicating a potentially fruitful area for federal involvement.”  


While state legislative action and initiatives and referenda spurred this pattern of state social regulatory activism, the expanded activities of state attorneys general (SAGs) now play the most important role, particularly as the idea of “regulation by litigation” expands (see Viscusi 2002).  This relatively new form of regulatory activism has played a prominent role in tobacco litigation, advertising, and antitrust.  For example, aggressive SAGs active in the food nutrition labeling battles of the 1980s were called the “chowhounds.”  

During the George W. Bush administration, SAGs again have stepped up their activities, headed by New York SAG Eliot Spitzer of New York state. A front-page New York Times article recent argued that: “his assault this year on the seamier habits of leading brokerage houses has vaulted him to another plane, a national figure with a higher profile than many governors and senators. Fortune magazine put him on its over in September, branding him “The Enforcer.” ” (Perez-Pena and McGeehan 2002: A1)

More generally, Traub (2002: 38-40) writes: “We are, in fact, in the midst of an era of widespread state-level judicial activism, and Eliot Spitzer is the most activist, or at least the most prominent, attorney general around. . . . Spitzer and other attorneys general are filling a void that was intended, by the anti-Washington right, to be filled by the marketplace – by, say, self-regulating Wall Street businesses – not by other legal actors like state A.G.’s.”   Traub suggests how powerful SAGs have become: “An attorney general who interprets his consumer-protection mandate expansively can exercise a form of power that is almost more legislative than judicial. . .  I was struck by how explicitly he was seeking to forge, or at least shape, social policy.” Spitzer himself notes: “As the Congress and courts have succeeded in forging a new federalism, they have created an opportunity to accomplish things previously thought unsuited to state initiative.” (Greenblatt 2002a: 76)

In a recent 2002 case, in the wake of the Internet firm collapses and corporate accounting scandals, Spitzer successfully sued Merrill Lynch for $100 million for the lack of objective information provided by stock analysts, utilizing a 1922 New York State law, the Martin Act, that predated the U.S. Securities and Exchange Commission (SEC). This later prompted wider SEC, New York Stock Exchange and NASDAQ investigations of the role of analysts in the investment banking industry.  Spitzer clearly spurred this action, and it prompted a major Wall Street lobbying counter-reaction to get Congress to preempt the states’ ability to regulate securities at all, an effort that failed in the U.S. Senate (Morgenson 2002).


Other examples include six northeastern SAGs (including Spitzer) challenging in court the Bush administration’s proposal to relax environmental standards for new plants or upgrades of industrial facilities. Traub (2002: 38) writes:  “Peter Lehner, head of the attorney general’s environmental protection bureau, reported that while the utilities no longer fear federal action from the deregulators in the Bush administration, they were deeply worried about the states.”  In addition, 29 SAGs sued Bristol-Myers in a December 2001 antitrust case over the issuance of a generic drug alternative to BuSpar, and eight SAGs sued the U.S. Department of Energy over revisions to regulations on appliance energy efficiency (Labaton 2002).  SAGs do not always act in concert; for example, although 9 SAGs backed a U.S. Department of Justice antitrust settlement with Microsoft in 2002, 9 other SAGs insisted on continuing the case to achieve stricter enforcement. 


SAGs have moved into the forefront of social regulatory activism, ahead of state legislatures, because they are piggy-backing on the popular product liability movement in law, and they reinforce that linkage by taking on cases against big national corporations that are perceived to have deep pockets. Most SAGs are Democrats who seeking to build name recognition to run for higher office, such as Governor or U.S. Senator, and they are collectively building new cases upon the foundation of their stunning victory against tobacco firms, which appeared as a clear moralistic case, of evil tobacco firms seducing minors to smoke, with billions of dollars generated for state budget coffers.

Business lobbying groups have not taken these state challenges lightly. They usually challenge this state-level social regulatory activism, in legislatures, agency hearings, business-sponsored initiatives, and in court.  Recent campaign evidence suggests that business groups are now working hard to shape their own agendas in SAG elections. Greenblatt (2002b) writes: “ Business groups are hoping to stop state lawsuits before they start by electing allies and defeating candidates for attorney general who are perceived as hostile toward them and too friendly toward consumers or labor. Accordingly, they are now pouring millions of dollars into attorney general races that in the past they might have ignored.”  Apparently, the recruitment and funding of more business-oriented SAGs is paying dividends, as 10 of 15 SAGs elected in November 2002 were Republicans, compared to a 2 to 1 (34-16) Democratic advantage prior to those elections. 

If business groups fail to stop aggressive state social regulatory actions, large national and international firms face the possibility of balkanized regulations, different across 50 different states, or the possibility that a large and pro-regulatory state like California will effectively dictate national standards based upon the size of its market and the difficulty of adapting a single product to many different markets, the “California effect” (Vogel 1995).  They often then shift their focus to lobbying at the federal level for a single, ideally less strict, federal standard. While becoming more common, this approach is not entirely new, as strict California environmental regulations prodded businesses to be more supportive of federal standards in 1969. Moe (1989: 312) writes: “Businesses, in fact, had actually warmed to the idea [of a federal EPA] after years of frustration with the hodge-podge of state regulations, which were gradually becoming strict enough to cause problems and confusion.” 

As Petersen (2002: 58) notes about recent events in financial regulation: “Both congressional committees and corporate lobbyists (including Wall Street and accountant associations) have been trying to nip off the state-based assault on such issues as corporate governance, securities regulation and accounting practices.”  Business groups often seek, and achieve, these “lighter” federal standard, along with preemption of the states, as with food nutrition labeling. Walters (2001: 20) summarizes: “its clear that efforts to replace multiple state and local statutes with a single federal standard are on the upswing . . . Successful or not, business lobbyists do seem to be saying that they’d rather deal with the single federal devil they know, than with the hundreds of pesky and unpredictable state and local demons they don’t.”  Or, as Nivola (2001: 53) puts it, for businesses: “Better to have one 500-pound gorilla in charge of regulating the industry, its lobbyists reckoned, than to deal with 50 monkeys on steroids.” 

Thus, federal de-enforcement of social regulation has prompted varying forms of state re-enforcement. Below, I examine the state politics of environmental, hospital and financial oversight regulation. A comprehensive assessment of the factors and actors that influence state regulatory decisions helps us understand when states are mostly captured by powerful local interests and when state institutions play an important role in mediating interest group pressures to create new policies.


Assessing Political Influence Over The Range of State Regulation


I have been assessing the relative impact of interest groups versus institutional actors over American state regulatory decisions for several years, starting with state telecommunications and trucking regulation (Teske 1990, 1991, Teske et al. 1995).  Working with Stony Brook Ph.D. students, I assess a wider range of state regulatory areas with a similar quantitative approach, in a book that I hope will do for state regulation, some of what James Q. Wilson’s The Politics of Regulation did for federal regulation.
 


Many scholars have advanced the study of regulation since Wilson’s 1980 book, and newer quantitative techniques provide greater insights. As discussed above, I test insights from the simple Chicago-school economic model of capture that Wilson sought to counter, which views interest groups, especially the regulated firms, as dominant in the regulatory policy-making process (Stigler 1971; Posner 1974; Peltzman 1976; Becker 1983).  But, since 20 years of studies using the “new” institutional approaches in political science, either formal-economic or historical-sociological in nature, demonstrate that we cannot ignore the role of institutions, however we define them, I also test for the influence of the attitudes and accountability structures of state regulators and those who oversee them (Moe 1984; March and Olson 1989).  

Although state regulation has not received as much academic attention as federal regulation, over time scholars have published a number of useful studies. Gerber and Teske (2000) reviewed the findings from more than 40 such studies.  We found that, in the kind of “principal-agent” approaches to political influence that have become common, the accumulated evidence shows that the three nodal players of the classic “iron triangle” -- state interest groups, state legislatures, and state agencies -- frequently influence state regulation, though not always as simple capture or mutual accommodation, and that their relative influence tends to vary based upon the salience and complexity of the issue (Gormley 1986).  Past studies do not show much evidence for influence by state governors (nor do I here), which I believe is more of a measurement problem than a valid finding, since Governors often influence regulation directly, as well as through their appointments of many regulators. 

While these accumulated studies are helpful, many analyses are “one-time” snapshots across the 50 states. Scholars have since realized that such studies are too small to be fully persuasive, in statistical terms. With the availability of more data sources and better techniques, scholars can now test the combination of variance across the states, as well as policy variance over time, since the constellations of state interests and elected officials do change somewhat over time. Most of the studies I summarize here (e.g., telecommunications, electricity, hospital, physician, and environmental regulation), “pool” the across-state and over-time policy variance to achieve greater statistical confidence in the results.
  Another way to gain a larger sample size, when such data are available, is to examine the performance of regulated firms, or regulatory outcomes, as the unit of analysis, as I present here for the solvency of insurance and savings-and-loan firms, rather than assessing directly state policy outputs.
 

While I can not provide here a full accounting of the specific explanatory variables or particular methodological nuances for each of the ten studies, my goal is to discuss the statistically significant and most substantively important findings, to assess patterns across industries. When I discuss the important “influence” of particular categories of variables, I mean that they are both statistically significant and that their relative influence is larger than other variables tested in the models.
  I first present the specific studies, grouped together by their “market failure” justification for government regulation, then discuss the broader patterns of influence.

The first several analyses focus upon intrastate regulation of natural monopoly-type industries, performed by state public utility commissions (PUCs), and usually also performed in parallel, to some degree, at the interstate level by the FCC and the Federal Energy Regulatory Commission.  Competing industry interest groups abound, as well as consumer advocates, all providing input to the PUC decision-makers.  Most PUCs are made up of appointed regulators, though they are elected in about one-quarter of the states. The PUC regulatory process generally is quite structured around administrative hearings and over nearly one hundred years, the states have adopted a large body of precedent, even as these industries themselves have changed quite rapidly in terms of becoming more competitive, volatile, and less monopolistic in recent years (e.g., incorporating new competitors like Enron and WorldCom).

State telecommunications regulation moved from a somewhat sleepy activity prior to the AT&T breakup in 1984, to one that now must assess a partly-competitive, partly regulated environment featuring new technologies and innovations, such as wireless services and the Internet, that constantly challenge the borders of regulation. Kim, Buckley and I (2003) examine a 10-year period, 1989-1998, to determine the factors associated with states charging relatively higher or lower local prices to residential consumers, compared to business consumers.  Interest groups, such as local carriers, demonstrate significant influence over the relative rates charged, but institutional factors are also influential, including the size, election or appointment, restrictions on ex-regulators lobbying on behalf of telecom clients, and scope of authority of the state PUC.  These findings are deeper than, but consistent with, earlier analyses of state choices from the mid-1980s (Teske 1990; Cohen 1992). 

Electricity regulation has recently become quite controversial, with the publicity surrounding the deregulated California market’s blackouts and price hikes.  Parallel to the telecommunications study, Ka and I (2002) examine the relative prices for residential and business consumers over a long time frame, starting in 1973, when the “Oil Crisis” made the issue salient, to 1995.  The ideology of state legislators has the most influence over the relative prices charged to residential consumers and, as with telecommunications rates, elected PUC regulators are more likely to produce favorable rates for residential consumers, who are also voters. 

Though related to prices, the real policy action in electricity in recent years has been in deregulation.  With Ka, I also examine state choices to deregulate, to see why some states moved more quickly than others, from 1995-2000, when half the states ultimately opted for deregulation.  In addition to states with high absolute electricity rates and states with more competitor firms to provide electric power (such as Enron, which contributed enormous campaign funds to state legislators – see Wayne 2002), more professional legislatures and PUCs (e.g., those with more resources) are associated with earlier adoption of deregulation.  For both rates and deregulatory choices, a survey of state PUC regulators confirmed that they saw the legislature as highly influential in their policy decisions.

Teske et al.(1995)  examined state economic trucking regulation in 1994, just before states were preempted by federal legislation.  Here, in a single-shot, N-50 study, I find strong influence from several interest groups, including truckers themselves capturing many states, but also some influence from farmers and industrial shipping groups. 

Looking across these three areas of PUC-monopoly type regulation, then, the influence of interest groups is strong, given their ongoing involvement in both formal PUC proceedings and legislative lobbying. When the regulated firms are most dominant, as with state trucking regulation, institutions do not seem to play a critical autonomous role. But, when many interest groups contest policy outputs, the strongest influence over policy comes from autonomous decision-making by the combination of state legislative and bureaucratic actors themselves.  

Next, I examine three areas of state regulation that are based mainly upon the market failure of information asymmetry, as firms know considerably more about their activities than consumers and could exploit that difference, absent regulatory actions. Such regulation typically involves oversight of market activities, and here I examine insurance solvency, savings-and-loans (S&Ls) regulation prior to the 1989 crisis, and hospital certificate-of-need (CON) regulation.

For insurance, regulated exclusively at the state level, Ruhil and I (2003) examine liquidations of firms over the period from 1987-1997. The states regulate most aspects of insurance, including prices, but solvency is critical. Although state emergency funds are sometimes available, liquidations harm consumers by not providing sufficient resources for firms to make claims payments. Fewer firms are liquidated in states with more powerful insurance industries, with elected commissioners, and when commissions perform more financial audits of insurance firms domiciled in the state, controlling for the budgetary resources available to them.  

Before federal preemption in 1990, S&Ls had the option of a federal or a state charter. To some extent, states and the federal government competed to attract S&L investments, leading to what some would characterize as a “race-to-the-bottom” of regulatory laxity. Using a database that includes all S&Ls as of the late 1980s, Laumann and I (2003) find that state charters were associated with a greater likelihood of failure than federal charters, suggesting greater capture of state regulators (though this effect is based upon the large number of failures in Texas, where state regulations were notoriously lax, and the state effect disappears if we separate Texas out of the analysis).  Jurisdictions with stricter state regulatory accountability and oversight structures were also associated with fewer S&Ls failures.  The results for governor’s party and legislative ideology are inconsistent in influencing S&L failures, supporting anecdotal evidence that politicians from both parties were involved in various unsavory S&L activities.

Chard and I (2003) examine states choices from 1982 to 1996 to retain or eliminate hospital CON regulation, which requires state approval of market entry for new hospital services.  After mandating CONs in the 1970s, the federal government no longer required state CON regulation in the mid-1980s and eliminated federal funding. In response, over one-third of states have dropped their CON regulations, while others have maintained them. While economic evidence is inconclusive on whether CONs lower or raise prices, I find that CONs are more likely to be retained in states with more powerful hospital interest groups, a capture result, but also that states with more liberal legislatures and with higher actual hospital rates are more likely to retain CONs. 

Thus, for information and monitoring-type regulation, a mix of interest group and governmental actors are influential. Within the institutional sphere, state oversight and monitoring actions are particularly important in reducing the number of firms failures in insurance and S&Ls. 

As with insurance, the states are the only regulators of occupations. More than any other form of regulation, economists argue that such regulation, though meant to be related to information asymmetry and provider quality control, really provides entry barriers and higher prices, via interest group capture (Friedman 1962; Stigler 1971; Kleiner 2000).  Here, I present studies of state regulation of lawyers and medical doctors (MDs), two of the most prestigious and well-paid professional occupations.

In each state, lawyers must be licensed, new lawyers must pay bar exam fees, and they must take some continuing legal education courses. Using cross-sectional data from 1994, Howard and I (2003; see also Howard 1998) find that (various measures of) the strength of lawyers or legal interest groups in a state are associated with higher entry barriers for new attorneys.  The influence of lawyers on continuing legal education requirements is negative, suggesting that lawyers oppose it and that it may represent a state goal of real quality improvement.  For bar exam fees, we also find that a greater percentage of lawyers in a state legislature (lawyers are the most numerous occupation in most state legislatures) leads to higher fees.

Friedman (1962) explicitly argued against the licensure of MDs, since it seems like the easiest case for pro-regulation advocates and few politicians would make a serious case for not regulating MDs. Using 50 state data from 1986, 1989, and 1991, Broscheid and I (2003) find that states with stronger medical interest group associations have more strict licensing of new MDs, supporting past studies.  I also find that, contrary to capture expectations, a licensing board that is not independent of the legislature and low representation of public members on licensing boards are associated with easier licensing requirements. Even though many states have added a minority of consumer representatives to their state medical boards in recent years, it has so far not made a major difference to licensing procedures.

Quantitative studies of state regulation of the two most important professions in the U.S. demonstrate that the stronger the groups are that support restrictive regulation, the stricter states regulate, which does fit the classic Chicago-school model.  Given the relatively high profile and salience of law and medicine, and the fact that consumer and other public interest groups might monitor their behavior more than less critical, but often state-regulated occupations like barbers, beauticians, and acupuncturists, this is strong support for the capture argument in occupational licensure (see Kleiner 2000). State legislatures grant many of these professions the right to essentially “self-regulate,” leaving a limited role for the type of bureaucratic commissions and agencies that I find to exercise autonomous influence over several other areas of state regulation.

The final area is state regulation justified by third-party, or external, effects, particularly pollution. Since pollution does not necessarily respect state borders, such regulation involves a mix of federal mandates and state implementation, although in cases where pollution is more limited in geographic impact, the federal government tends to leave the states with more discretionary authority (see Revesz 1997 and Swire 1996 on the question of environmental “races-to-the-bottom”). 

Gerber and I (2003) examine an area of state regulation that the federal governments mandates, but they leave the states some flexibility over implementation.  I examine the timing of approval by the federal Environmental Protection Administration (EPA) of state implementation plans (SIPs) for clean air permitting, over the period 1994-1997. States with a greater percentage of Democrats in their legislatures are more likely to have get rapid SIP approval, and states with neighboring states already approved are more likely to get their own SIPS approved more rapidly.  The interest group measure is not significantly influential.

Sapat and I (2003) examine state groundwater regulations, in which the states have considerable autonomy, apart from federal regulation.  States are more likely to promulgate regulations when they have powerful interest groups that depend upon groundwater, when they have a strong need for groundwater usage, when the attitudes of state legislators are more pro-environmental, and when neighboring states have acted.

From these two cases, legislative ideology is an important influence over state environmental regulation and implementation, whether the federal government mandates the regulations, or not. States also seem to follow environmental regulation trends from other nearby states, perhaps because of overlapping ideology or because of the actual geographic spillover of specific pollution problems. 

Capture or Institutional Autonomy?

I summarize the findings for these studies in Table 1. As there is no simple relationship between market-failures and influence patterns, I present the cases based upon the degree of interest group capture demonstrated.  Overall, far more cases demonstrate significant influence from institutional actors than a pattern of simple interest group capture, which is a positive finding for a pluralist and effective state regulatory politics.

Since interest groups are actively involved in all phases of the regulatory process of each industry, it is not surprisingly that some measure of interest group power, usually representing the dominant regulated industry, is significantly influential in 9 of the 11 cases.  Capture is the dominant pattern, however, only when an interest group is the only major source of influence; one group wants protective regulation and no other group is activated or involved enough to pressure politicians and regulators into providing a more balanced outcome. The extreme examples here are occupational regulation and trucking. In some states, few laws limit direct capture; for example, in Georgia, the elected Secretary of State, who regulates professions, recently received $115,000 in campaign contributions directly from professionals she regulates (Associated Press 2002). 

But, even the captured industries do not demonstrate extreme versions of capture. Trucking regulation demonstrated some influence from shippers, opposing the incumbent truckers, and, pressured by powerful emerging competitors UPS and Federal Express, Congress ultimately preempted state economic regulation of trucking in 1994. Even though licensing of lawyers and MDs demonstrates entry barriers directly related to the state political power of these professionals, thousands of applicants do manage to overcome these (relatively modest) entry barriers created by state regulation (e.g., few would argue we have a vast shortage of lawyers in the U.S.). And, even though these professions oppose onerous continuing education requirements, many states do impose modest requirements, presumably with improved quality and consumer interests in mind.

A middle ground of studies demonstrate some strong influence by interest groups, but not exclusive influence or outright capture, as institutional actors also provide strong influence. In some of these cases, the winning coalitions resemble Yandle’s (2001) “Baptists and bootleggers.”  Hospital interests are successful in retaining the entry barriers that CON regulation provides in most states, but CONs are also supported by Democratic legislatures in wealthy states with high hospital rates, and one-third of the states have chosen to discontinue CON regulations even in the face of hospital support. The outcomes of insurance solvency regulation are influenced by the political power of insurance firms in a state, but state insurance commissions that aggressively audit the finances of such firms seem to protect consumers by limiting insolvencies. State S&L regulation was clearly influenced greatly by the S&L industry -- and the fees and jobs they generated for states -- but apart from Texas, the states did no worse a job regulating the industry than did federal regulators. While new energy providers, like Enron, as well as by incumbent firms who bargained to get their stranded costs included in customer rates bases, affected electricity deregulation, state choices were also influenced greatly by institutional actors.

When a range of different interest groups provide input into the regulatory process, it is far less likely that one can dominate, and institutional actors are have more room to make choices that will be supported by some group. This gives institutional actors the ability to mediate and assess their arguments, coming to their own decisions. The only cases in which regulated industry interest groups are not highly influential are electricity rate regulation and clean air approvals, where I may not have measured them well. For telecommunications, electricity regulation and deregulation, clean air approvals and groundwater protection, I find that the structure and ideological makeup of the legislatures is highly influential, always in the expected direction. Often, the structure and resources of the bureaucratic agencies that actual regulate day-to-day also influence policy choices. While these cases demonstrate some significant influence from all 3 nodes of the traditional “iron triangle,” the econometric evidence also suggests independent authority by the state institutions.

As states have some ability to reform their regulatory institutions, it is worth considering some possible impacts. Agency makeup is critical to differing state PUC regulatory outputs. Since the PUC regulatory process is the most developed and experienced, this is the example of state regulation developing the greatest capacity to counterbalance the power of the regulated firms with professional staffs and wide input (Gormley 1983; Berry 1984).  The finding that elected commissioners, in telecommunications, electricity and insurance regulation, are more likely to favor consumer interests, given their desire for re-election, is oft-hypothesized but has shown only mixed results in prior studies (Teske 1990).  When I was able to find measures for even more specific aspects of bureaucracies, such as their power and authority, their resources, and their inputs into the process (e.g., insurance financial audits), these usually shape different policy choices in the expected directions.  The findings for regulatory oversight of insurance and S&L firms suggests that bureaucratic accountability relationships and resources are important for regulating corporate fraud and abuse of lenient regulations in a deregulatory environment.  In the current environment of Enron, WorldCom, and wider corporate accounting scandals, these finding suggest that the regulatory oversight mechanisms are particularly important when industries are partially or fully deregulated, at any level of government. While it is likely that the provision of regulatory authority and resources to agencies is not entirely independent of the larger political processes in a state, as the Chicago-School theorist argue, neither is it likely that current state political battles completely determine the makeup of regulatory agencies that were established decades earlier.
  

While states are unlikely to professionalize their legislatures or alter their ideology in order to change regulatory policies, it is instructive that the differences in state legislatures are associated with different policies, in 8 of the 10 cases examined. Given that state legislatures collectively pass 75 times more legislation than Congress, their low levels of professionalism (fewer than 10 state legislatures operate full-time, 6 convene only every other year, and in 38 states legislators have no paid staffers),
 and the fact that they have created some fairly insulated bureaucratic structures to make regulatory decisions, like PUCs and insurance commissions, we would not necessarily expect to find legislative influence in an “average” state (which is what the regression analyses look for).
  That legislative ideology influences policy can be viewed as a positive finding for democratic accountability because it suggests an impressive degree of electoral responsiveness by legislators. It also suggest some legislative influence over regulators; while some of these studies involve fairly direct choices by state legislatures, as with CON regulations, while others involve bureaucratic rulemaking or implementation processes, like PUC regulation, the role of state legislatures is important in both types. We need more fine-grained research on how this happens, as regulators either read signals from legislators or are influenced by more direct actions that have not been counted here, such as oversight hearings.
 

Overall, these results demonstrate that how states regulate affects policy outputs and outcomes, beyond the impact of state economics and demographics, the external pressures of federal mandates, interstate competition and possible races-to-the-bottom.
  Simple capture by one dominant group is not the common pattern anymore, if it ever was.  For political scientists, this validates a role for institutional autonomy at a level of government and for a type of policy that might be considered a “hard case.”

While these studies go beyond prior analyses, some measurement and methodological caveats are worth considering. As with any area of quantitative empirical inquiry, a critical question is whether important explanatory factors are measured well. Finding the appropriate measure for the strength of particular interest groups in the state regulatory process remains difficult (see Hrebenar and Thomas 1993; Lowery and Gray 1996).  An ideal, though impractical to gather, measure might combine actual participation in legislative and bureaucratic hearings by each interest group in each area of regulation, with industry or firm-specific state-level campaign contributions to state-level politicians. Lacking such data, as with most studies, I often rely on proxy measures that are related to the general economic power of the interest group, such as its share of state gross economic product or employment, or some notion of political or organizational power, such as the number of members compared to state population.
 

While legislative professionalism and ideology are probably measured fairly well in these studies,
 simple party differences do not measure well differences across governors, one reason we do not often see their influence in quantitative studies. As a recent study of state legislatures contrasts: “By and large, the executive branch at the state level is pretty similar from state to state.” (Renzullie et al. 2002: 16).  State politics scholars are developing new measures of gubernatorial popularity, which should continue to be a high priority for our discipline, since anecdotal evidence shows they are critical actors.

Finding good measures of the bureaucratic agencies themselves is difficult, and some federal level principal-agent studies have simply left them out, in effect, “studying Hamlet without the Prince”.
  At the state level, I have at least been able to assess differences in accountability structures (from appointment versus elected commissioners to other more specific statutory delegation differences) and differences in regulatory resources, finding that these often influence policy choices.   

Implications and Future

As state actors recognize the growing importance of their regulatory choices to citizens and to their economies, they have developed some new, cross-cutting institutions to try to influence policies. As at the federal level, where Presidents’ increasingly have utilized OMB and OIRA to oversee bureaucratic regulatory rulemaking and implementation, and where Congress has passed legislation like the 1996 Congressional Review Act to oversee new regulations, several state governors and legislatures have tried to centralize power over regulation. 

In the past decade, several governors, generally Republicans, in states including Michigan (John Engler), California (Pete Wilson), Washington, Virginia (George Allen), and New York (George Pataki) issued executive orders to establish gubernatorial offices that require rigorous cost-benefit analyses of state regulations and a centralized oversight process, parallel to federal OMB policies. These offices combine more control over regulatory rulemaking and centralized permitting processes for new businesses, but they also seek to eliminate regulations, where possible. Though analysts have not yet prepared careful, independent assessments, these offices claim to have cut and prevented many unnecessary regulations. 

Since the Republican Congress’ “Contract with America”, legislatures in a few states, like Virginia, Arizona, and Massachusetts, have undertaken one-time or continuous regulatory reviews, in the reform sprit of “sunset” legislation (Hahn 2000).  These reviews, plus an executive-ordered one in California, analyzed thousands of state regulations and, on average, they repealed 20-30% of existing regulations, modified another 40%, and left about 30-40% unchanged.

While scholars have not yet prepared comprehensive studies of the role of state courts in regulation, one recent study finds that state courts uphold challenges against state regulatory agency decisions about two-thirds of the time, a similar rate to federal court decisions (Graves and Teske 2003).  Still, this means that state courts are overturning state regulatory agency decision in one out of 3 cases.

Thus, rather than disappearing and becoming inert, many areas of state regulation are characterized by increased contestation by interest groups and policy activism by elected officials. This has surprised observers who expected state regulatory authority to be vulnerable to the growth of global commerce and supranational bodies with regulatory powers, such as the EU, NAFTA, and WTO. The EU, for example, is playing a growing centralized role in consumer regulation, often taking more of a pre-cautionary approach than American regulators (Mitchener 2002).  NAFTA allows legal challenges to state regulations; for example, the Canadian firm Methanex is suing California before a NAFTA dispute panel over regulations that restrict MBTE gasoline additives (Walters 2001).  And, WTO service industry agreements create a scenario in which Walters (2001: 16) writes: “Under the new rules, for example, its not out of the question that states might lose control over licensing in a host of professional sectors, from the practice of law to the practice of medicine.”  


History has demonstrated that “the death of state regulation has often been greatly exaggerated.” While the federal government has preempted much state authority over economic regulation in the last 25 years, like sharks at an amusement park game, state social regulatory activists keep popping up their heads to re-enforce. They have added “balance” to the system, where some expected further “checks” on regulatory growth in our federalist system. New York SAG Spitzer is perhaps the most prominent lighten-rod in this debate. Greenblatt (2002c: 22)writes: “His more recent crusades … have led many of his conservative enemies, who in theory support the idea of power shifting from the federal government to the states, to turn against the creed when those new state powers are wielded by him.” 


But, whether the state role leads to more activist regulatory policy, as presently seems to be the case, or not, state regulation does provide a degree of balance that may be useful in a nation that is often divided at near 50/50 percentages about such forms of government activity.  Petersen (2002: 58) notes: “One of the virtues of our expensive and convoluted system of federalism is that if one level is stymied, another will act.”  It seems reasonable to expect that a similar pattern will hold, even in the face of new supranational regulatory authority.  Governor Mike Leavitt of Utah argues: “This may be one of the great challenges to the American experiment: Can we adopt our version of federalism to accommodate rapidly changing technology and global business practices, and still protect the essence of local control and self-governance?” (Walter 2001: 26).  
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ENDNOTES:

� This paper synthesizes research that I have done over a few years, largely by co-authoring papers with Stony Brook Ph.D. students on specific topics in state regulation.  I am currently finishing a book in which many of the chapters come from these papers that are co-authored with former or current students. I am the sole author of this attempt to synthesize and integrate lessons across these several papers, and take the usual and appropriate blame and credit for this part of the enterprise. The co-authors of the individual papers that are synthesized herein include: telecommunications – Junseok Kim and Jack Buckley (Stony Brook ABDs); electricity – Sangjoon Ka (adjunct Professor, in Korea);  insurance - Ani Ruhil (assistant Professor, University of Illinois Chicago); savings and loans – Julie Lauman, (NYU Stern Business School ABD); hospital regulation – Richard Chard (visiting adjunct professor, George Washington University);  legal regulation – Robert Howard (assistant professor, Georgia State University);  medical regulation -  Andreas Brocheid (research associate, Max Plank Institute); environmental regulation - Brian Gerber (assistant professor, Texas Tech University) and Alka Sapat (assistant professor, Florida Atlantic University).; state attorneys general – Colin Provost (Stony Brook ABD); state courts (Scott Graves, Stony Brook ABD).  





�  I derive this rough estimate from the NAIC (formerly SIC) codes of the American economy prepared by the U.S. Census Bureau of Labor Statistics. I assume that one-half of SIC codes 48 and 49 (Communications and Electricity) are under state regulatory jurisdiction, that all of SIC 63 and 64, insurance carriers and agents, are under state regulation, and that legal services (81) and one-half of health services (80) are under state regulatory jurisdiction. This yields a figure of over 10%, whether based upon sales revenues or payrolls generated. A parallel calculation using newer NAIC codes yields similar results.  In addition, adding some percentage of manufacturing industries to the calculation, since their environmental pollution is regulated partly by the states, increases the percentage by up to another 10% of the economy. Admittedly, state regulation does not cover all aspects of these industries, but it often addresses entry, prices and other key elements.


 


� This is based upon my count of agencies from New York States’ website, which suggests that 32 of 97, or one-third of state agencies, directly or mainly address the regulatory issues covered in this review. Most of the regulation I analyze here is aimed at businesses, or regulates professionals in their business practices. I do not examine regulation that focuses more on citizens, such as drunk driving laws, cell phone use while driving, tobacco advertising for minors, or related activities that could be considered to be within the broader domain of regulation. 





� For a recent application to state financial regulation, see Kroszner and Strahan 1999.





� For forceful critiques of capture theory, see especially Wilson 1980 and Meier 1988.  For an attempt to explain the deregulation from the Chicago-school perspective, see Peltzman 1989.





� For broader theories of the autonomy of state actors, see Nordlinger 1981, Skocpol et al. 1985, and Carpenter 2001.





� See Teske 1990 for a detailed discussion of this debate in the context of state telecommunications regulation. Teske also demonstrates that it is sometimes possible to make some aspects of institutions endogenous in empirical models, to test this assertion more directly.





� Teaford 2002 demonstrates how state institutions were reformed and professionalized over time. Donahue 1997: 13 reports polls showing greater trust in state and local government than federal.





� Nivola (2001) makes a strong case that preemption, not devolution, is still the predominant federal policy toward states and localities.


 


� Economic regulation was directed at monopolies and concerns about destructive competition, and it is usually applied to a specific industry. Until recently, most transportation and financial industries where regulated in this manner, where entry required approval by regulators and prices were often set according to some regulatory process, rather than by market forces. Though it is changing, telecommunications and electricity still have important elements of economic regulation. Antitrust regulation is also a form of economic regulation, as it determines which firms can compete in which markets. In contrast, social regulation is newer in historical terms and addresses market failures associated with information and externalities. Social regulation certainly has major economic impacts, but it is valuable to distinguish between these two broad categories. Since social regulations often cut across a wide number of industries, and requires considerable discretion, enforcement of social regulation is as important as its initial development.





� While Congress removed most economic regulation, they retained, or allowed the states to continue, considerable safety and other related regulations, such as hazardous waste transport rules. See Best et al. 1997.





� Ferejohn and Weingast (1997: 158) also note this federal preemption tendency, mainly by conservative politicians, over criminal law and efforts to limit state tort law and punitive damages. 





� This estimate comes from Winston 1993. Note that this only includes traditional economic regulation. While the FDA might regulate products and services that cover 25% of the U.S. economy, I consider that mainly as social regulation because it deals with risk and information. 





� Though others have written about venue shopping, Baumgartner and Jones (1993) do an excellent job tying it into their theories of policy development. 





� See Endnote 1 for the specific students and projects. Wilson 1980  had a number of Harvard graduate students write case study chapters, while he prepared the introduction and conclusion synthesis, in particular challenging the Chicago School economists on what he perceived to be narrow conceptions of regulatory politics.





� These models, considerably advanced since Stimson 1985 first discussed them in political science, are called pooled time-series, cross-sectional models, or event history models, depending on the nature of the variables to be explained. For  recent discussions of these types of models, see, for example, Beck and Katz 1995; Beck et al. 1998; Box-Steffensmeier and Jones 1997.





� But, for some industries (e.g., legal regulation) it is extremely difficult to get data that varies over time for the central variables of interest.  Here, I must sometimes rely upon a sample in which N=50, at one point in time, and recognize some caveats with the quantitative results. 





�  I recognize that this lack of detailed data makes it difficult for critical readers to carefully assess the quality of each individual study (a few of which have been or will be published in more completely form in political science journals), but I hope that the value of the aggregate comparisons at least partly counterbalances that issue.





� Technically, this is the question of endogeneity. While not all of the studies here have addressed this complicated and multifaceted concern directly in the methodology, the insurance study does so, and, as with Teske’s 1990 state telecommunications, demonstrates that rergulatory resources matter, even controlling for other factors in a two-stage model. 


 


� Note that legislative professionalism correlates highly with state population size, so the impact of broader state size is also probably partially incorporated in these findings. 





� See Penniman 2002 on the growing importance over influence over state legislatures. This also supports the finding from Gerber and Teske (2000), in which many studies of state regulation show legislative influence.





� Because of measurement problems, most of my studies do not test for gubernatorial influence, though much anecdotal and case study evidence suggests an important role. I discuss more about governors below.





� The other variables I tested in some of these studies vary in influence. Sometimes, though not always, the current price or fees charged in a regulated industry influence policy; other times, the level of the actual problem in a state, as in environment regulation, influences policy. Measures of broad economic differences, like unemployment and average income, sometimes influence state policy, but not consistently. Generally, this suggests that non-political factors are sometimes important, but less consistently influential than the range of interest group, electoral and bureaucratic factors noted above. 





� It is also worth considering that some aspects of state regulation might influence the size and power of industries within a state over time, making these measures potentially and partly endogenous.





� On professionalism, see Squire 1992 and Mooney 1994. See Berry et al. 1998 for the more specific, time-varying data. No study of which I am aware has yet examined the changing makeup of specific state committees overseeing the efforts of particular state regulatory agencies, an approach that has been used successfully at the federal level.





  


�  The Fall 2002 issue of State Politics and Policy Quarterly is devoted to articles discussing and assessing new measures of gubernatorial popularity and impact.





� On the necessity to better incorporate bureaucratic actors, see Moe 1987 and Eisner, Worsham and Ringquist 2000. Carpenter 2001 and Balla 2000 have presented valuable studies of bureaucratic action.
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