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Abstract

Ensuring the public safety and limiting administrative barriers have been the two
core objectives of most reforms in the area of business inspections and regulatory
enforcement for the past decade. However, measuring these efforts has proved
quite challenging both in OECD countries and in Russia. Lack of attention to
the results achieved or misinterpretation of progress may affect the success of the
reform efforts.

The objective of this paper is to develop a framework for defining and evaluat-
ing both the effectiveness and the efficiency of regulatory enforcement and to apply
this framework to several areas of inspection activities (such as occupational and
food safety) in Russia. The proposed framework advances the existing international
approaches to measuring the performance of government inspection bodies and
accounts for perspectives of citizens, businesses and governments as crucial stake-
holders of inspection reforms. The paper is based on both qualitative and quantita-
tive methods (sociological surveys and statistical research).

The results suggest that evaluating the performance of business inspections
should include all aspects of minimizing risks and losses in the controlled area - from
prevention of violations (reducing risks) to ensuring the reimbursement, should the
risk event happen. Various levels of results, including final outcomes (impact), in-
termediate outcomes and outputs, are needed as they allow for detecting important
inconsistencies and gaps in the performance of government inspection bodies. The
use of various sources of performance data, independent from inspection bodies, is
critical for the successful implementation of the proposed framework.
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1. Introduction

Reducing administrative barriers and fostering entrepreneurship have become im-
portant issues on the agendas of both developed and developing economies. While
significant efforts are devoted to improving business regulations and introducing
new forms of communication between governments and businesses, reducing the
pressure of business inspections has also become a key component of recent admin-
istrative reforms (Blanc 2012).

On the other hand, the growing concerns about the risks which the business
operations may pose to the public safety call for more effective inspection services
to be put in place (OECD 2013). Moreover, a mere increase in inspection numbers
and scope cannot reduce the probability of risk events; rather, the targeting, meth-
ods and scope of inspections are to be changed to provide for achieving another
important objective for business inspections reforms — reducing risks and protect-
ing the interests of the public (World Bank 2011).

Lastly, since many countries face severe budget constraints, there is a need for
improving the cost-effectiveness of the public administration in all areas, including
government inspection. Since inspection staft often represents a significant part of
the total civil service, improving the performance of this part of the public admin-
istration is another objective pursued under the inspection reforms (Blanc 2012).

In 2014, OECD experts summarized the experience of the inspection reforms
and formulated the best-practice principles for regulatory enforcement and inspec-
tions (OECD 2014). The implementation of these principles calls for developing a
system of measuring both the effectiveness and the efficiency of enforcement and
inspection activities. However, unlike in some other areas relevant to the interaction
of businesses with governments (i.e. opening a new business, registering property,
obtaining construction permits, etc.) (World Bank 2016; WEF 2016; etc.), there is
no readily available cross-country data on measuring the effectiveness and efficien-
cy of business inspections. Except in specific areas, such as revenue administrations,
there is no uniform internationally recognized framework for measuring the effi-
ciency and effectiveness of business inspections; while country examples are quite
diverse, both in terms of the types of indicators used and in terms of the way the
evaluation procedure is organized (Monk 2012). Even though inspections and en-
forcement are seen as an important component of the regulatory cycle (Coglianese
2012), to date the international cross-country comparisons have been mostly focus-
ing on other aspects of regulatory policy development and implementation, such as
regulatory impact analysis and stakeholder consultations (Arndt et al. 2016).

In Russia, the reform of regulatory enforcement was approved in 2016 as
one of the 11 priority national projects’'; however, the performance framework for

1 Approved by the Council on Strategic Development and Priority Projects under the President of
the Russian Federation in 2016.
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the reform is still being developed. This paper is intended to contribute to the on-
going debate on measuring the administrative performance of the government
inspection bodies.

The objectives of the paper are (i) to develop a framework for defining and
evaluating both the effectiveness and the efficiency of regulatory enforcement and
inspections and (ii) to apply this framework to several areas of inspection activities
in Russia.

2. Measuring public administration performance:
Key approaches, issues and the case of inspection and
enforcement agencies

Performance management, involving measuring outcomes and outputs of public
administration activities and using monitoring and evaluation results for decision-
making purposes, has been among the top issues on the administrative reform
agenda for the past few decades (Bouckaert and Halligan 2008). Though the extent
of implementing performance management varies among countries with different
legal and administrative traditions (Hammerschmid and Loffler 2015), the interest
in implementing performance management is high, with the recent economic crisis
being an additional incentive for introducing and further developing performance-
management practices (Grossi et al. 2016).

Despite the broad application of performance-management approaches, so
far there is no consistent terminology used in this area; even such a concept as
“performance measurement” is still used differently by various authors (Alach
2017). Traditionally the performance-measurement concept was based on using
qualitative performance indicators for measuring organizational activities and
achievements (Choong 2013). Recently some scholars have pointed to the need
of including some qualitative social metrics to avoid political influence on per-
formance evaluation (Salais 2010) and account for the complexity of the society
(Virtanen and Vakkuri 2015). Other studies pointed out that the high social im-
pact in the public sector should be seen as an incentive for rather than an obstacle
to using performance information (Moynihan et al. 2012). At the organizational
level, another important aspect of performance measurement is regularity - per-
formance information should be collected regularly and timely so that it could be
used for informing management (including budgeting) decisions (Ter Bogt et al.
2015). This aspect limits the range of evaluation methods which can be applied to
measuring organizational performance.

There are many authors who contributed to general evaluation theory (Chris-
tie and Alkin 2008); however, the performance-measurement systems implemented
in the public sector to date are mostly based on one of the following three approach-
es: (i) the logic model (or logical framework model); (ii) the balanced scorecard; or
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(iii) Moore’s strategic value triangle. The logic model involving three main compo-
nents (inputs, outputs, and outcomes), where each of the components contributes
to the achievement of the next component (i.e. inputs ensuring the achievement
of outputs, outputs resulting in the achievement of outcomes), originated in the
US (Williams 2014) and has been extensively used both by governments and in-
ternational organizations worldwide. Another approach is based on the balanced
scorecard, which combines a set of measures for evaluating a set of perspectives (i.e.
resources, client orientation, internal processes, innovations) of organizational de-
velopment (Kaplan and Norton 1992). Finally, the strategic-value triangle proposed
by Moore is based on measuring performance based on the public value, legitimacy
and support, as well as the operational capacity to produce the public value (Moore
2000) and emphasizes the importance of stakeholder engagement in evaluation.

Performance evaluation in the public administration usually involves the com-
parison of actual performance with the performance targets (Alach 2017), while
benchmarking approaches are also used (Magd and Curry 2003). Other methods,
such as cost-benefit analysis and social return on investment, are less common for
regular evaluation of organizational performance and are used mostly for project
and program evaluations (Cordes 2017).

Both theoretical and empirical studies demonstrate mixed results in terms of
linking performance-measurement (and performance-management) efforts with
actual performance outcomes. In some cases, such reforms seem to have brought
positive results (Dan and Pollitt 2015), in others the impact is not evident (Gao
2015) or ambiguous (Greiling 2006; Christensen and Laegreid 2015).

The reasons for such differences are often related to the quality of perfor-
mance-measurement systems used in the public sector and their potential to in-
form rather than misinform managerial decisions (Kravchuk and Schack 1996),
the quality of performance information used (Schwarz and Mayne 2005), as well
as other, i.e. institutional factors (Reichborn-Kjennerud and Vabo 2017; Barbato
and Turri 2017). The recent research by Speklé and Verbeeten suggests that the ef-
fectiveness of the performance-measurement systems depends both on the quality
of the system itself and on the way the system is used by the managers (Speklé and
Verbeeten 2014). Given the broad application of performance-management prac-
tices and the significant role they play in governance accountability, there is a need
for further developing the existing approaches to constructing and implementing
performance-measurement systems used in the public sector (Lewis 2015).

One of the possible approaches to that is linking performance-measurement
systems to the types of government functions. The prevailing approaches described
above were initially intended for measuring public-service delivery rather than per-
forming other types of functions, such as regulation, inspection or enforcement.
For instance, the logic model assumes that an increase in inputs should result in
improved outputs and, ultimately, outcomes, which is not the case for government
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inspections, where the increase in the number of inspection visits does not auto-
matically lead to a higher extent of safety but results in an additional administrative
burden on businesses (Hampton 2005). The application of the balanced scorecard
methodology requires a definition of the client (Northcott and Maamora Taulapapa
2012), which is controversial in the case of enforcement agencies having to deal
with a broad range of stakeholders. The ultimate public value produced by the gov-
ernment inspection bodies is public safety. However, this public value is influenced
by other factors, which are not controlled by these bodies (OECD 2014); hence, the
possibility of the direct application of the strategic-value triangle is also limited.

So far, the specific approaches to measuring performance in inspection and
enforcement bodies received insufficient attention, with the important exception of
the framework proposed for measuring the performance of the best value inspec-
torate in the UK local government (Boyne et al. 2002). Some possible approaches
for measuring inspection reforms were developed by the World Bank (World Bank
2006) and OECD (Blanc 2012), as described in sub-section 3 of this article. How-
ever, to date, there is no uniform approach to measuring and benchmarking the
performance of government-inspection bodies (Charlebois and Hielm 2014), while
the empirical research and reviews are still mostly limited to selected country or
sector examples (Doroshenko 2012; Ma et al. 2015; Dobrolyubova 2016; Safe Work
Australia 2013).

3. Methodology

To address the existing gap, the article first reviews the existing empirical approaches
to measuring the performance of government inspection bodies in OECD countries.
The analysis of the cases allows for identifying the objectives of such type of bodies
and systemizing the indicators used for measuring performance and the data sources.

Based on the results of this empirical analysis, the paper then adapts the logic-
model approach to the case of government inspection bodies through identifying
(i) the levels of performance measurement needed; (ii) performance dimensions
which should be measured at each of the levels; and (iii) the algorithm of evaluation
which aims at addressing the limitations of the direct application of the existing
theoretical approaches to the case of government-inspection bodies.

The proposed framework is then applied to selected areas of regulatory en-
forcement and business inspections in Russia with both statistical analysis and a so-
ciological survey data being used. The results illustrate both possibilities and some
limitations of the proposed methodological approach.
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4. Measuring the performance of government inspection
bodies: International practice

The first attempts to systemize the approaches to measuring the efficiency and ef-
fectiveness of business inspections were undertaken by the World Bank in 2006,
when a framework of performance indicators for measuring inspection reforms
was developed. This framework aimed at measuring the achievement of 4 key in-
spection-reform objectives: improving the compliance with transparent regulatory
requirements; reducing the uncertainty for businesses; preventing corruption; and
minimizing administrative costs for businesses and optimizing public authorities
(World Bank 2006). The proposed indicators were based both on business-percep-
tion surveys and on the data collected by inspection bodies; however, some of the
indicators included into the framework were quite formal (i.e. the percentage of the
inspections conducted out of the total number of planned inspections).

More recent research proposes to measure the progress of inspection reforms
based on 5 main dimensions: (i) overall administrative burden of business inspec-
tions; (ii) targeting business inspections; (iii) using the new tools to conduct in-
spections; (iv) information-sharing and supporting compliance; and (v) resource
allocation (Blanc 2012). The data used for measuring the performance of govern-
ment-inspection bodies is usually either collected by the inspection body itself or
is based on the official statistics; there are also examples of using sociological sur-
veys (Blanc 2009) and applying a standard cost model for measuring administrative
costs of government inspections. The formats for performance evaluation vary sig-
nificantly: from annual performance reports (Finland, Switzerland), evaluation of
performance dynamics (Sweden, Estonia) to organizational and functional reviews
(Chile), annual audit (Norway), ISO performance audit (Belgium) and sociological
surveys with outcome evaluation at the national level (New Zealand) (Monk 2012).
Examples of the performance indicators used to measure the effectiveness and (in
some cases) also efficiency of government inspections are presented in Table 1.

Table 1
Indicators used for measuring regulatory enforcement and inspections
Dimension Possible performance indicators Data source
1. Administrative |e share of businesses covered by Sociological surveys
burden on inspections; (Netherlands, UK, Italy,
businesses ¢ inspection frequency and duration; Denmark, Lithuania, Belarus,
o total time for 1 inspection; Kyrgyz Republic, Mongolia)
e direct administrative costs and data provided by
inspection bodies
2. Targeting ¢ allocation of inspections among the |Data provided by inspection
inspections groups of businesses with different |bodies (UK)
risk profiles
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Dimension Possible performance indicators Data source
3. Using new tools | e percentage of inspections using Sociological surveys (Italy,
for conducting new tools (check-lists, inspector Lithuania)
inspections identification, advance notices,
etc.), out of total number of
inspections
4. Information e percentage of businesses Sociological surveys (Italy,
and compliance participating in information Lithuania, UK)
support activities;

e business satisfaction with
information provided by inspection
bodies;

e perceptions of businesses in terms
of clarity and transparency of

regulations
5. Resource Allocation of financial and human Data provided by inspection
allocation resources on different tasks: bodies (i.e. UK). Often the
e information (consultation); budget classification does
e analysis and planning; not allow retrieving the data
e inspection and enforcement easily.

Source: compiled by the author based on the dimensions proposed in Blanc (2012)

The performance indicators used by the UK Health and Safety Executive (HSE
2016) illustrate the application of this framework. While the inspection tracks the
progress in terms of outcomes in the sector (i.e. injuries, working-days loss; pro-
fessional-diseases rates, economic effects), the indicators used for measuring the
inspection’s performance include either intermediate outcomes or output-level
measures, such as:

o percentage of regulations which were removed or improved (this indicator il-
lustrates reducing the administrative-burden dimension in the above table);

o percentage of top-category major hazard installations visited (targeting-inspec-
tion dimension);

o number of visits to HSE’s website and user satisfaction rate (information and
compliance-support dimension).

However, in addition to the above performance indicators, HSE also uses
some other indicators which do not correspond to the dimensions presented in
Table 1. For example, the indicator “percentage of dutyholders who had taken
action as a result of an inspector’s visit” helps to measure the influence of inspec-
tion visits on actions taken by businesses to improve occupational safety. Other
performance indicators such as “timeliness in investigating fatal accidents, non-
fatal accidents” and “percentage of convictions as a result of legal proceedings ini-
tiated” demonstrate how the inspectorate’s activity influences the compensation
of the damage incurred as a result of breaching occupational safety regulations.
Overall, the system of HSE performance indicators helps measuring the achieve-
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ments against the overarching organizational goal, which is “to make Britain one
of the safest places to work, saving thousands of lives, preventing many more
injuries at work, improving people’s health and reducing the economic and social
costs of health and safety failures” (HSE 2016).

Another interesting case is related to the US Food Safety and Inspection Ser-
vice (FSIS). In accordance with its Strategic Plan for 2017-2021, FSIS has three
goals: (i) preventing foodborne illness and protecting public health; (ii) modern-
izing inspection systems, policies and the use of scientific approaches; and (iii)
achieving operational excellence (FSIS 2016).

The high-level goals are measured based on outcome-level indicators, such
as microbiological contamination rates or numbers of illnesses (i.e. Salmonella,
Campylobacter, etc.) from FSIS-regulated products. The objective of modernizing
inspection procedures is measured based on the following indicators:

Intermediate outcome:

+ % of establishments whose non-compliance rate decreases 120 days after receiv-
ing an Early Warning Alert;

Compliance rates

+ % of slaughter establishments that are compliant with all livestock restraint
and/or stunning requirements;

Information accessibility
o % of analysts able to access, analyze and visualize FSIS data;
o % of employees with online access to FSIS-approved systems;

« number of establishment-specific and other FSIS datasets made publicly available.

The cases presented above demonstrate that the performance indicators used
for inspection bodies aim at balancing different functions performed with a spe-
cial emphasis on information accessibility and promoting voluntary compliance.
Neither inspection uses the data on the number of visits or number of sanctions
imposed as indicators of performance.

Overall, the analysis of the above cases suggests that both inspectorates ana-
lyzed (HSE and FSIS) aim at using at least some performance measures captur-
ing the influence of their activities (both in terms of information and in terms of
inspection) on improved safety in the regulated area. This intermediate measure
helps to link the outputs produced (i.e. information provided, alerts issued) to the
overarching goals of maintaining public safety and minimizing possible risks in
the selected area. Thus, the spectrum of performance dimensions for government-
inspection bodies proposed by Blanc and presented in Table 1 should be broadened.
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5. The proposed framework for evaluating the performance of
government-inspection bodies

The proposed framework adapts the logic-model approach discussed in section
1 to measuring and evaluating the effectiveness and efficiency of government-in-
spection bodies. To formulate the outcomes of the government-inspection bodies’
performance, we use the concept of the risk-management cycle, which includes
the stages of (i) risk prevention, (ii) minimizing the adverse effects (or damage)
and (iii) compensating the damage. The novelty of the proposed approach is re-
lated to including the compensation stage into measuring the performance of
government-inspection bodies. This stage helps to balance the interests of the
businesses and the public (or the third parties), while traditionally more attention
is paid to the earlier stages. Also, accounting for compensation (or reimburse-
ment) sets a proper context for evaluating the effectiveness of government inspec-
tions as opposed to possible alternative control mechanisms, which could be used
to minimize risks in a given area.

Thus, the regulatory-enforcement effectiveness reflects the achieved level of
protection of public values from risks characterized by a decrease in the frequency
and scope of accidents and damage, as well as the extent to which such damage
has been reimbursed (compensated). The efficiency of regulatory enforcement and
inspections means that the high effectiveness is being achieved with simultaneous
minimization of inspection-related costs incurred by the state. Hence, in case the
regulatory-enforcement effectiveness is low (i.e. the damage is growing), the efhi-
ciency of the business inspections cannot be rated as high. This is an important
modification of the standard logic-model approach, which assumes that increased
inputs correspond to better outcomes and outputs. In the case of enforcement and
inspection, given the overall objective of protecting the public values from risks,
there is a need to limit the possibility of increasing efficiency at the expense of de-
creasing effectiveness and, hence, higher risks to the public.

While the OECD Best Practice Principles call for measuring regulatory-en-
forcement effectiveness based on outcomes (OECD 2014), it is broadly recognized
that there are other factors influencing outcomes (such as mortality or disability
rates, damage to assets, pollution of environment etc.) rather than the activities of
enforcement and inspection bodies. The damage may occur both in cases when
regulatory norms were violated and in cases when no breach of current norms took
place. Hence, there is a need for modifying the standard logic model and measuring
intermediate outcomes, reflecting the extent to which the inspection bodies influ-
ence the “final” outcomes. Such intermediate outcomes are supported by outputs
dependable on the performance of inspection bodies, which include (i) the extent
of awareness about the regulatory requirements among the businesses; (ii) compli-
ance rates; (iii) the extent of severe violations and how they were addressed; (iv)
compensation of damage; (v) respecting the law during the control activities; and
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(vi) reducing business administrative costs (Figure 1). A specific list of indicators is
to be developed for each major inspection area (i.e. food safety, occupational safety,
environmental safety, etc.).

The proposed evaluation framework allows measuring the performance of
government-inspection bodies from the perspective of all key stakeholders: citizens
(interested in public safety and compensation of damage), businesses (interested in
the reduction of administrative costs and compliance with the legal requirements
on the part of the inspection bodies) and government at large (interested in the ef-
ficient use of resources on inspections and enforcement).

Figure 1
Effectiveness and efficiency of regulatory enforcement and inspections:
Evaluation framework

4 N\
- Reducing the level of risk for the public values (life, health,
Final Outcomes property, environment, etc.)
- Minimizing the instances of damage to the public values
\_ ) - Compensating the damage incurred
N
Intermediate - Reducing the level of risk by ensuring that mandatory legal
Outcomes requirements are followed
\ J
( A Information ; Addressing severe
Compliance rate olati
Outputs (awareness) violations
\_ ) Compensating the Respecting the law Reducing business-
damage during inspections administrative costs
s N
Inputs Budget expenditures on enforcement & inspection, human
L P ) resources

Source: author

Evaluating the effectiveness of regulatory enforcement and inspection calls for
choosing the right benchmark and to balance the evaluation. To this end, three
types of approaches are proposed: (i) target-based evaluation, based on comparing
actual and target values? of performance indicators; (ii) dynamics-based evaluation,
based on comparing the actual value of the performance indicator with its value in
the preceding year; and (iii) threshold-based evaluation, based on comparing the
actual value to the threshold value representing the minimally acceptable level of
risk (it can be established or estimated based on the average performance for the
past few years). Notably, these approaches complement each other; this combina-

2 Target values may be set in strategic documents and (or) estimated based on international com-
parisons.
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tion of metrics allows mapping the actual performance to the acceptable interval
and to factor in the dynamics in this area.

The general evaluation algorithm which helps to interpret the evaluation re-
sults is presented in Figure 2. As discussed above, in case the effectiveness is deemed
low (i.e. the values of indicators characterizing final and intermediate outcomes
and outputs are below the threshold), the efficiency of regulatory enforcement and
inspections is also automatically low. In case the indicator value is equal or better®
than the established threshold, the effectiveness may be rated satisfactory, medium
or high, depending on the indicator dynamics and the target value.

Figure 2
Algorithm for evaluating effectiveness and efficiency of regulatory enforcement
and inspections

Regulatory enforcement and inspections performance indicators have values which are

Worse than threshold values Equal or better than the threshold and are

Both effectiveness and Worse than target, Worse than target, Equal or better
efficiency of regulatory dynamics negative dynamics positive than target
enforcement and inspections
are low
Satisfactory Medium-level High-level
effectiveness effectiveness effectiveness

v v v

Efficiency evaluation

Better than threshold, Equal to target

Worse than threshold worse than target

Satisfactory

Effici is 1
iciency is low efficiency

High efficiency

Source: author

Since both the efficiency and the effectiveness of regulatory enforcement and
inspection activity cannot be evaluated based on only one indicator (for the aspects
measured, refer to Figure 1), a system of weights should be applied. The weights are
assigned based on expert assessments (i.e. using the Delphi method and the like) or,

3 The terms “better” and “worse” are used because in regulatory enforcement and inspections
often a lower value of an indicator (i.e. number of accidents or mortality rates) represents a
better situation than a higher value. The substance of the indicator is to be accounted for in the
calculations.
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in some cases, based on historical data of incidents and associated costs per type of
damage incurred.

6. Evaluating performance of regulatory enforcement and
inspections in selected sectors in Russia

6.1 Evaluating the performance of business inspections of
occupational safety

Based on the general framework presented in Section 4, a system of performance
indicators measuring final outcomes, intermediate outcomes and outputs of occu-
pational safety inspections was developed (Table 2). The indicators used for evalua-
tion come from various sources, including (i) the official statistics on occupational
injuries (outcome-level indicators), (ii) the administrative data collected by the
regulatory enforcement and inspection body (Rostrud) and (iii) the data collected
through a business survey* (intermediate outcome and output level indicators).

Since for most indicators used for the evaluation no target values have been es-
tablished, dynamics-based evaluation and threshold-based evaluation was carried
out. As the latest available statistical data is for 2015, the administrative data for the
same period was used. For statistical and administrative data, the thresholds are es-
timated as average values for the past 5 years. For survey data, the threshold values
are deemed equal to the average data for all types of inspections based on survey
outcomes. Since no comparable enterprise survey was carried out in 2013-2015,
the dynamics-based evaluation is deemed equal to 100 %. The weights for the indi-
cators were assigned based on expert assessment.

In accordance with the law, the compensations to the injured and to their
families are paid from the Federal Social Security Fund. There is no reliable data on
whether such compensation of damage is sufficient, so for the purposes of further
research it is advisable to conduct regular polls among the persons who suffered
occupational injuries.

The results of the evaluation are presented in Table 2. As demonstrated by
the calculations, both dynamics-based evaluation and threshold-based evaluation
exceed 100 %, which means that the effectiveness of occupational safety inspection
is at least medium (in accordance with the algorithm presented in Section 4); there
is significant improvement in terms of the reduction in injury frequency and the
negative economic impact of occupational injuries.

4 The business survey was conducted by RANEPA in March 2017 in 28 Russian regions. The sam-
ple included 1,000 enterprises and self-entrepreneurs, mostly small businesses, representing all
major sectors of economy. For survey methodology and results see Dobrolyubova et al. (2017).

60



EVALUATING PERFORMANCE OF GOVERNMENT INSPECTION BODIES: A POSSIBLE APPROACH

Table 2
Effectiveness of business inspections of occupational safety in Russia

Thres- | Dynamics- | Threshold-

Indicator Weight | 2014 | 2015 | hold based based
value | evaluation | evaluation
Final outcomes 0.5 107.7 135.8

Occupational injuries,

per 1000 employed 0.3 1.4 1.3 1.9 107.7 143.1

Fatal occupational
injuries, per 1000 0.4 0.067 | 0.062| 0.082 108.1 132.6
employed

Work days lost due to

disability, min. 0.3 1.5 1.4 1.9 107.1 132.9

Intermediate

0.3 108.7 109.0
outcomes

Number of identified

accidents 0.4 9666 | 8643 | 10343 111.8 119.7

Ratio of prevented and
non-prevented damage
(ratio in the number

of legal entities with
violations which pose a
threat to occupational
safety to the number
of legal entities with
violations which were
the cause of accidents)

0.4 1.43 | 1.57 1.55 109.9 101.1

Percentage of
businesses which claim
that occupational safety 0.2 - 37.3 36.1 100.0 103.3
has improved due to
inspection visit

Outputs 0.2 106.0 109.8

Percentage of
businesses which
evaluate their
awareness about 0.1 - 57.9 60.3 100.0 96.0
regulatory requirements
in occupational safety
as high and very high

Average administrative
costs for business

per one inspection 0.1 - 145.6| 105.3 100.0 72.3
(including informal
payments)

Compliance rate
(percentage of
businesses for which

no major violations
were detected based on
inspection)

0.3 87.82 |82.73| 86.45 94.2 95.7
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Thres- | Dynamics- | Threshold-
Indicator Weight | 2014 | 2015 hold based based
value | evaluation | evaluation

Percentage of
businesses which claim
they have eliminated
all violations (out 0.2 - 67.3 75.7 88.9 88.9
of the total number
of enterprises with
violations)

Percentage of
businesses which agree
with the outcome of
inspection visit

0.1 - 85.3 87.3 100.0 97.7

Percentage of
inspections which
were cancelled (by
the management,
prosecutor office or
court)

0.1 0.02 | 0.01 0.03 200.0 266.7

Percentage of

cancelled inspections
which resulted in
administrative measures
on the inspectors for
violations

0.1 100 100 100 100.0 100.0

Evaluation of

Effectiveness 107.7 122.6

Sources: calculated by the author based on Rosstat data (www.gks.ru), Rostrud data
(www.rostrud.ru), and RANEPA survey (Dobrolyubova et al. 2017).

Intermediate outcomes were calculated based on enterprise survey data (per-
centage of businesses claiming that the occupational safety has improved as a re-
sult of the inspection) and on the data collected and published by the inspectorate
(number of accidents and the ratio of prevented and non-prevented damage). The
intermediate outcomes also demonstrate largely positive trends. The inspections
tend to be proactive, as the number of severe violations that pose a threat to oc-
cupational safety exceeds the number of accidents, while the total number of acci-
dents is decreasing. Some 37.3 percent of businesses which were examined by labor
inspection claim that the inspection visit resulted in improved occupational safety
(on average, the improvements of safety of production is noted by 36.1 percent of
respondents).

To evaluate outputs of the inspections, 7 performance indicators were used,
based on the statistics published by the inspection body and on the enterprise sur-
vey data (Table 2). While overall assessment of outputs is positive, there are some
negative trends to be noted. Firstly, occupational safety inspections result in high
administrative costs. The average administrative cost born by businesses (which in-
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cludes material costs related to the inspection, labor costs and informal payments)
is estimated to account for 145.6 thousand RUR (compared to 105.3 thousand RUR
for all types of business inspections). Secondly, the compliance rate (the proportion
of businesses without major violations) is decreasing. This trend may be partially
explained by better targeting of inspections (when riskier businesses are inspected
more often, violations are also detected more often). At the same time, the survey
outcomes demonstrate that only 67.3 percent of businesses where violations were
found during the inspection fully eliminated these violations; some 85.3 percent of
businesses agreed with the inspection outcomes.

The example of occupational safety demonstrates that while final outcomes
and intermediate outcomes have been improving, the progress on outputs is not
so evident. Hence, there is a gap between outputs of inspection activities and the
societal impacts in this area. This trend, if sustained for an extended period, is likely
to result in the deterioration of outcome-level results. This example also shows that
government inspections are one but not the single factor influencing risks in oc-
cupational safety.

The positive trends in occupational safety should also be compared to the ex-
isting international benchmarks. According to Eurostat data, the average occupa-
tional injury rate accounts for 14 cases per 1000 employed. This indicator exceeds
the data for Russia about 10 times. However, the difference in indicators can be at
least partially attributed to specifics of data collection. For example, in the UK oc-
cupational injuries are registered both by businesses (and this data shows 3 cases
per 1000 employed) and based on labor-market data which shows 2.5 times higher
results.” The impact of the data collection methods is somewhat supported by the
fact that the lowest frequency in occupational safety is noted in Eastern European
countries which do not invest much in occupational safety (i.e. Lithuania 2.4 cases
per 1,000 employed; Latvia 2 cases per 1,000 employed and Bulgaria 0.7 cases per
1000 employed). It should also be noted that the rate of fatal occupational injuries in
the EU is significantly lower than in Russia (0.016 cases per 1000 employed in 2013
as compared to the current level in Russia of 0.062 per 1000). The total number of
work days lost due to disability in Russia accounts for 1.4 million or 65.7 days per
1000 employed, which is 6.5 times higher than the EU average (10.87 days per 1000
employed). Hence, the economic impact of insufficient occupational safety in Rus-
sia is much higher than in the EU.

The budget costs related to occupational safety inspections have been decreas-
ing for the past few years. In 2015 the budget expenditures accounted for about 2
bln RUR. The average expenditures per one inspection decreased from 15.94 thou-
sand RUR in 2013 to 14.60 thousand RUR in 2015. The average labor costs per
inspection also dropped from some 29 man-hours to 27.7 man-hours. Hence, in
terms of efficiency, the trend is positive.

5 URL: http://www.hse.gov.uk/STATISTICS/overall/hssh1415.pdf
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Overall, the analysis suggests that there are positive trends in terms of the
rising effectiveness and efficiency of regulatory enforcement and inspections in oc-
cupational safety; however, Russia is still significantly lagging behind the EU coun-
tries in terms of fatal injuries frequency and economic losses due to breaches of
occupational safety.

6.2 Evaluating the performance of business inspections of food safety

A similar approach was used to evaluate the efficiency and effectiveness of business
inspections in the area of food safety. To measure the outcomes, some statistical
data related to the number of cases of infectious and parasitic diseases was used
(there is no centralized statistics on food poisoning in Russia). While in Russia a
number of government authorities at the federal and regional levels are in charge
of food safety issues at least to some extent, for the purpose of this study for mea-
suring intermediate outcomes and outputs the data for the one (major) authority
- Rospotrebnadzor (Federal Service for Oversight over Consumer Rights) — was
used. The results of the calculations are presented in Table 3.

The table illustrates that the effectiveness of business inspections in the area of
food safety is satisfactory: while the threshold-based evaluation exceeds 100 %, dy-
namics-based evaluation is below 100 %. This demonstrates that the situation in this
area of regulatory enforcement and inspections is getting worse. There are negative
trends in terms of fatal cases from infectious and parasitic diseases and significant
growth in the total number of youth with cases of food poisoning in camps. The
dynamics of intermediate outcomes is negative as the ratio of prevented and non-
prevented damage has been decreasing for the past few years. Most outputs show
positive dynamics with the exception of compliance rate, which tends to decrease,
partially due to possibly better selectivity of the inspection process.

Table 3
Effectiveness of business inspections of food safety in Russia

Thresh- | Dynamics- | Threshold-
Indicator Weight | 2014 | 2015 old based based
value | evaluation | evaluation

Final outcomes 0.5 90.1 100.3

Number of cases with
parasitic and some

infectious diseases, per 0.4 30.8 | 28.1 31.8 109.6 113.2
1000 inhabitants

Number of children
and youth affected by
mass infections/food
poisoning in camps

0.2 179 453 345.8 39.5 76.3
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Indicator

Weight

2014

2015

Thresh-
old
value

Dynamics-

evaluation

Threshold-
based
evaluation

based

Number of fatal cases
with parasitic and some
infectious diseases, per
1000 inhabitants

0.4

22.0

21.9

95.9 99.4

Intermediate
outcomes

0.3

95.3 117.0

Number of cases of
health damage

0.4

1241

1090

1507.5

113.9 138.3

Ratio of prevented and
non-prevented damage
(ratio in the number

of legal entities with
violations which pose a
threat to occupational
safety to the number
of legal entities with
violations which were
the cause of accidents)

0.4

18.76

13.96

21.80

74.4 64.1

Percentage of
enterprises which claim
that product safety

has improved due to
inspection visit

0.2

35.2

19.5

100.0 180.5

Outputs

0.2

101.7 118.0

Percentage of
enterprises which
evaluate their
awareness about
regulatory requirements
in occupational safety
as high and very high

0.1

60.5

60.3

100.0 100.3

Average administrative
costs for business

per one inspection
(including informal
payments)

0.1

40.5

105.3

100.0 260.2

Compliance rate
(percentage of
enterprises for which
no major violations
were detected based on
inspection)

0.3

74.68

74.10

75.00

99.2 98.8

Percentage of
enterprises which claim
they have eliminated
all violations (out

of the total number

of enterprises with
violations)

0.2

83

75.7

109.6 109.6
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Thresh- | Dynamics- | Threshold-
Indicator Weight | 2014 | 2015 old based based
value | evaluation | evaluation

Percentage of
enterprises which agree
with the outcome of
inspection visits

0.1 90.4 87.3 100.0 103.6

Percentage of
inspections which
were cancelled (by
the management,
prosecutor office or
court)

0.1 0.01 | 0.01 0.01 100.0 100.0

Percentage of

cancelled inspections
which resulted

in administrative
measures on the
inspectors for violations

0.1 100 100 100 100.0 100.0

Evaluation of

Effectiveness 94.0 108.9

Sources: calculated by the author based on Rosstat data (www.gks.ru), Rospotrebnadzor data
(www.rospotrebnadzor.ru), and RANEPA survey (Dobrolyubova et al. 2017).

This example demonstrates the gap between the positive dynamics of outputs
(demonstrating improvements in the way the inspectorate operates) and negative
trends on the outcome level. This gap suggests that the system of inspections is not
targeting actual risks well, and improvements, including the introduction of a risk-
based approach to inspections, are needed.

In terms of business-inspections efficiency, two quite opposite trends are not-
ed, based on the data published by Rospotrebnadzor. On the one hand, the average
number of business inspections per one inspector has been decreasing: this indica-
tor dropped from 31.2 inspections per 1 (actual) staff in 2013 to 26.0 inspection per
staft in 2015. This trend can be partially explained by the fact that Rospotrebnadzor
has been among the control bodies with the highest workload in terms of inspection
per staff ratio (Plaksin et al. 2015). At the same time, the average budget expendi-
tures per inspection in 2015 accounted for some 26.0 thousand RUR (compared to
27.3 thousand RUR in 2014), which demonstrates some efficiency gains. Based on
these trends, the efficiency may be rated satisfactorily.

While up-to-date cross-country data on food-safety issues is lacking, the data
on accidental poisoning published by WHO (the latest available year is 2011) dem-
onstrates that the frequency of poisoning in Russia accounts for 29.34 cases per
100 thousand population, which is significantly higher than in Kazakhstan (19.43),
Ukraine (18.5) and the EU countries.® For example, the frequency of accidental poi-

6 https://gateway.euro.who.int/en/hfa-explorer/
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soning in the UK accounted for 8.9 cases per 100 thousand population, in France
for 2.42 cases, respectively. This statistics somewhat supports the conclusion made
based on the evaluation - the extent of food safety and, therefore, the performance
of the regulatory enforcement and inspection authorities is insufficient and needs
further improvement.

7. Discussion and conclusions

The proposed evaluation framework aims at addressing the weaknesses of applying
traditional approaches to measuring the performance of government-inspection
bodies. To eliminate the controversy in corresponding inputs and outputs, an al-
gorithm is proposed, which is based on consecutive evaluation (first, evaluation
of effectiveness, including outputs and outcomes, then, if the effectiveness is satis-
factory, evaluation of efficiency). To link the operations of inspection bodies with
the ultimate public good they produce and to account for other factors influencing
the level of risks, intermediate outcome measures are applied. To account for the
interests of all key stakeholders, performance indicators reflecting citizen, business,
and government (fiscal) perspectives are included in the performance framework.
Finally, to minimize the risk of data manipulation on the part of the government
inspection bodies, most of the performance indicators used are based on the data
from other (independent) sources, such as official statistics or sociological surveys.

The use of several evaluation methods (i.e. target-based evaluation, dynamics-
based evaluation and threshold-based evaluation) proposed by the evaluation algo-
rithm allows for developing an interval of acceptable performance levels rather than
setting a strict target to be achieved. This approach reduces both incentives and
possibilities for data manipulation. Using the interval as a target may also reduce
the issues related to possible data manipulation. Interval-based targets could also
help to account for natural year-to-year variation of risk factors which are beyond
the control of businesses or government bodies (for example, climate and other
natural factors).

The proposed framework was tested by evaluating the performance of two
Russian government inspection bodies. This pilot evaluation has some limitations.
Due to the absence of target values, no target-based evaluation has been conducted.
Lack of available data on reimbursing (compensating) the damage affected the list of
the outcome indicators used. The weights used for the evaluation were set based on
expert assessment rather than in-depth evaluation of historical data on risk events
and related damage (due to the lack of relevant data). Nevertheless, the results of the
evaluation confirmed that the proposed framework could be useful both in the con-
text of the business inspection reforms in Russia and for similar efforts elsewhere.

The examples presented in this paper demonstrate that the framework for
business inspection evaluation should not be limited just to outputs or outcomes.
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The practical cases analyzed show that while outcomes may be improving, there
may be negative trends in outputs posing a risk for the outcomes in the medium
term. The situation also may be the opposite: while performance outputs may be
improving, the outcomes presenting the value of inspections to society may dete-
riorate. Hence, a broader picture with final and intermediate outcomes as well as
outputs is needed to provide for a comprehensive performance evaluation.

Applying the performance framework at an agency (inspectorate) level calls
for measuring the impact of regulatory enforcement and inspections on the extent
of safety and public-interest protection achieved. Given that other factors influenc-
ing such risks always exist, an acceptable proxy demonstrating the influence of busi-
ness inspections on business processes and production safety could be used. It is
preferable that such influence is measured based on enterprise data, rather than the
data collected by inspection bodies (in the two cases analyzed, the data from a busi-
ness survey was used to evaluate the impact of government inspections on business
processes).

Factoring in the business perspective into the evaluation framework is also
important. While the budget also incurs some administrative costs related to con-
ducting inspections, often the administrative costs borne by businesses are signifi-
cant and incomparable with the risk reduction achieved. Including business admin-
istrative costs in the framework used for measuring the performance of government
inspection bodies would motivate the latter to better target inspection visits and
reduce the unnecessary administrative burden in the economy.

Including performance indicators measuring the compensation of damage
into the evaluation framework is another motivating factor. Not only do such mea-
sures reflect the interests of citizens and organizations affected by risks; raising the
debate on compensation of damage also creates a basis for comparing the effec-
tiveness of government inspections with other regulatory alternatives (i.e. market
instruments, self-regulation and the like), which could be an interesting direction
for future research.
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