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Abstract 

This article explores the linkages between public-interest and regulatory theory. By examining academic 
scholarship relating to effectiveness and regulatory theory, this article proposes that there are links between 
agencies with a public-interest orientation and effective regulatory action. In order to examine this relationship this 
article analyzes three federal financial services regulators and their varying levels of effectiveness.  In order to do 
this analysis focuses on three types of regulatory actions.  These are technical, clientele, and public interest 
interventions. Next, the article looks for linkages among variations in regulatory style and agency effectiveness (in 
these cases as measured by regulatory ability to prevent the failures of supervised institutions). The analysis 
concludes by stating that there does appear to be some evidence for linkage between an agency's public interest 
orientation and their ability to effectively supervise a regulated community. 

Keywords: public interest, regulatory theory, regulatory effectiveness 

1. Introduction 

Regulators have varying ways that they relate to the communities they supervise. Different regulators and policy 
areas also have varying administrative tools that allow them to influence the behavior of those they police. These 
strategies or points of regulatory emphasis can drastically change agencies orientations towards those they are 
tasked with supervising. Yet, there has been little research, both theoretical and applied that investigates the 
specific dynamics of regulatory orientation and effectiveness (Aberbach, 1990; Bernstein, 1955; Eisner, 2000; 
Katzmann, 1980; Meier, 1985). 

This article theorizes about and explores the impact of agency orientation towards supervisory community on 
regulatory effectiveness. I start by proposing that regulators more inclined to focus on engaging in public interest 
and technical policymaking rather than empowering their regulated community are more effective at policing  
behavior (Katzmann, 1980). By focusing on technical and public interest issues agencies avoid captured 
relationships with their supervised institutions. Furthermore, by engaging in dialogue that reflects public interest 
values, rather than the values of their regulated communities, regulators can gain perspective allowing them to 
balance the concerns of their supervisory institution with those of the public (Goodsell, 1990). 

The focus on public values by regulators may better allow them to separate the narrow interests of the regulated 
community (in this analysis clientele interests), from the broader systemic understanding of the role of regulators 
(in this project referred to as public interest). However, this task can be challenging. Many regulators are structured 
with ambiguous mandates from Congress (Aberbach, 1990). Furthermore, gauging the effectiveness of regulatory 
agencies is also fraught with peril. Agencies exist in complex policy environments and have many expectations 
from both public and private sector actors that seldom agree what precisely their role should be. Nevertheless, 
there are some regulatory contexts where one can isolate and investigate public interest, clientele interests and tie 
that to a broader understanding of agency effectiveness (Baumgartner & Jones, 2005; Feldmann, 2005; Goodsell, 
1990).  

At least in part, this analysis hinges on an understanding of regulatory effectiveness among financial services 
regulators that primarily focuses on preventing systemic risk. The term systemic risk is essential to understanding 
the development of financial services regulators. Kaufman and Scott (2003) define systemic risk as: 
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compliance, and clientele interests (see Figure 2). 

The relationships theorized above in Figure 2 relates to level of effectiveness and the type of regulatory 
interventions that agencies undertake. I theorize that more effective agencies engage in public interest and 
technical types of policy communications and interventions more frequently than clientele oriented policies. While 
all regulatory agencies engage in varying levels in all three types of policies those that are most effective at 
supervising regulated communities focus less on empowering their supervised institutions and more on giving 
technical guidance or constraining regulated entities behavior through formal and informal policy processes.  

Essentially, I argue that there is a linear relationship among regulatory and effectiveness. The least effective 
regulators focus on clientele issues and most effective focus on public interest. While regulators of moderate 
effectiveness focus on technical issues (however there are debatable amount of overlap between technical 
guidance and clientele and public interest emphases).This expectation is drawn from a variety of research that 
focuses on the nature of regulatory capture specifically among financial services institutions (Boehm, 2007; Hardy, 
2006; Laffont, 1991; Smyth, 2009; Thomas, Soule, & Davis, 2010; Woodward, 1998)and the failures within 
government that have led to previous banking crises (Moe, 1991; Buiter, 2008; Johnson, 2010; States, 2011; 
Whalen, 2008). 

This analysis proposes a classification of types of policy statements. It is based on the distinction drawn by 
regulatory capture theorists that a captured system exists for the benefit of a clientele group and not for the public 
interest. Therefore, testimonies, speeches, informal rulemaking, and formal rulemakings are classified for the 
purpose of understanding the client groups to which policies are aimed. The three classifications are clientele, the 
public interest, and technical statements. This analysis treats capture as a subset of overall agency behavior. Rather 
than simplistically viewing capture, it contends that agencies move in and out of captured relationships based on 
legislative attention.   

3.1.1 Clientele Policies 

Clientele policies are narrowly tailored directly toward the regulated community. In this study that would represent 
national banks for the OCC, thrift institution for the OTS, and federally insured credit union for the NCUA. 
Clientele policy is tailored to directly benefit the regulated community in an obvious way. Referring back to the 
agency theory that underpins the relationship between the actors within the policy environment, clientele policy 
represents a very low degree of goal differentiation and information asymmetry between the regulator and 
regulated institutions. This is because the regulators frequently act as an expressed advocate for its regulated 
institutions.  

The most common examples of a clientele policy are attempts at regulatory relief which lessen the regulatory 
burden on regulated institutions. Other types of clientele policy are statements aimed at establishing the 
importance of the regulated industry and statements geared towards expansion of business powers for regulated 
institutions. Within the financial services regulatory environment which has self-funded regulators pushes toward 
efficiency at expense of effectiveness and equity also fit this criteria.  

3.1.2 Public Interest Policies 

Public interest policy is distinguished by pertaining to more general and consumer oriented issues. Frequently 
these policies are espoused by regulators acting in a policing role. Furthermore, these policies would not be 
championed by most of the regulated institutions. Agency theory as applied to public interest policy would have a 
high level of goal differentiation and a high level of information asymmetry. This is because public interest policies 
focus on consumer issues and systemic risk that interest group advocacy efforts do not focus on. Examples of 
public interest policy would be a regulator making statements regarding predatory lending, financial literacy, or the 
safety and soundness of the financial system. While public interest policy may closely mirror cleverly disguised 
clientele policy, the distinction between the two generally rests in the constituency at which the policy is aimed. 
Policies aimed at the general public and not financial institutions employees will generally be public interest 
oriented.  

3.1.3 Technical Policies 

Technical policies are statements from the regulator to the regulated community of a technical nature. Generally 
these statements deal with sophisticated guidance relating to compliance issues. While many technical policy 
issues may in fact be cleverly disguised clientele policies also, the distinction lies in the audience. Agency theory 
posits that technical policymaking by regulatory agencies would generally have a high level of information 
asymmetry and a low-level of goal differentiation. Generally these policymaking are aimed at technical forms of 
guidance clarifying and crafting policy issues that the regulated institution in good faith has attempted to comply 
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with. An example of technical policymaking would be accounting rules and guidance relating to internal controls 
or the manner which capital should be counted by call reports. 

In recent years there has become less difference between the powers granted by different financial services charters. 
Historical differences in power, capital requirements, and lending limit between federally and state-chartered 
institution have converged. Therefore, the remaining divergence relates to federal preemption and the lower 
supervisory costs of state-chartered regulators (Blair & Kushneider, 2006).  

During the last two decades, all financials services regulators have focused on reducing the costs of supervision. 
Regulators attempted to reduce the cost of supervision. They reduced assessment fees and prevented the indexing 
of the assessment schedule for inflation. The agency also put in place a minimum supervisory fee for small 
institutions. The authors argued that the agency shifted the funding of the agency from a larger institution to the 
smaller ones. This placed a substantial burden on smaller institutions to fund the OCC’s activities (Blair & 
Kushneider, 2006). Several scholars have argued that the main dynamic influencing charter choice are the broadest 
range of powers offered at the lowest regulatory cost (Estache, 1999; Martimort, 1999). The focus on parity among 
regulated institutions and cost-effectiveness has at least in part been coordinated by interest groups seeking to 
lobby financial services regulators. The interest groups that lobby financial services regulatory agencies are some 
of the best funded associations at the federal level. This greatly complicates the ability of the OCC, OTS, and 
NCUA to engage in public interest policymaking (Hammond & Knott, 1988; Hoffmann, 2001, Hammond, 1957).  

3.2 Interest Group Context 

Each regulator has a group or groups that attempt to influence their policy. The OCC interacts most frequently with 
American Bankers Association and Independent Community Bankers of America. The OTS primarily caters to 
America’s Community Bankers which recently merged with American Bankers Association. The NCUA interacts 
with the National Association of Federally Chartered Credit Unions and the Credit Union National Association. 
CUNA represents state-chartered credit unions and their primary interactions with NCUA are regarding the 
insurance fund. 

3.3 Charter Strategies  

The agencies that are the subject of this study each operate in a manner that allows them to accentuate the benefits 
of their charter and deemphasize the weaknesses. The NCUA offers the institutions it regulates the considerable 
advantage of the federal corporate tax exemption. However these institutions do not have access or have only 
limited access to the capital markets and therefore may only be funded to very conservative means. Furthermore, 
federal credit unions have a cap on the amount of business lending they are permitted to engage in, currently 12.25 
percent of total assets. While historically NCUA has not focused on enforcing the business lending cap, it has also 
lobbied for institutions it regulates to have expanded business lending powers. 

In many ways the OTS is caught between the true mutuality of federal credit union charter and the efficiency of the 
commercial bank charter. This has led to the regulator and thrift-oriented advocacy groups to push for measures 
that allow them to better compete with both commercial banks and federally chartered credit unions. Thrifts are 
subject to the “Qualified Thrift Lender Test (OTS 2010).”  The test requires thrifts to keep proximately 80 percent 
of their assets in mortgage-oriented types of instrument. The focus on mortgage lending greatly reduces OTS 
regulated institutions’ ability to take part in business lending but in theory should make them less likely to fail.  

In order to aid thrifts competing against credit unions, the OTS has been an advocate of the subchapter S tax 
structure for institutions. Subchapter S allows institution to be taxed at the shareholder rather than the corporate 
level. However, there are strict requirements regarding the number of shareholders allowable. Attempts such as 
this to decrease the tax burden on OTS-regulated institutions are a curious leveler to the credit union advantage of 
a corporate tax exemption.  

Even stranger than Subchapter S status is the mutual holding company structure. This allows mutually owned 
banks to offer a minority stock offering of up to 49 percent of the total capital in order to raise funds. However the 
majority ownership still exists as a mutual structure. Congress developed the mutual holding structure to allow 
mutual banks to compete with commercial banks’ ability to raise capital through an initial public offering. 

The OCC has been successful competing with the OTS and NCUA. Subchapter S status which is also available to 
national banks levels the playing field with federal credit unions. As stated previously the OCC regulated 
institutions generally have access to capital through stock offerings. National banks have the broadest range of 
powers. In recent history, OTS and NCUA regulated institutions have been forced to play catch-up with the broad 
granting of power to national banks. In fact the analysis of policy statements by the OCC showed the agency’s 
preoccupation with preserving the preemption of federal bank regulators over state law (Hoffmann, 2001).  



www.ccsen

 

This may b
to the OCC
may have. 
of state an
relating to 

Each of th
competitiv
What does
federal reg
to reinforc
culture am
potential c
banks (Tay

4. Applyin

Applying t
policy stat
speeches a
structured 
statements

4.1 NCUA

The NCUA
conversion
exit. Since
chartered c
creating th
primarily b
There have
lists inform
bank advo

Analysis o
and techni
because th
views its r
movement

Turning to
Congress 
public-inte

net.org/par 

be because of a
C. Many states
 Therefore, the
nd local laws 
predatory lend

hese regulators
ve with other c
s occur, howev
gulators. There
ce competitive 
mong agencies
cost savings. T
ylor, 2004). 

ng the Theory

the theory of p
ements, speech
and testimony 
to show wheth

s and overall re

A  

A focuses its at
n process. How
e 1998, the NCU
credit union to
hese procedure
been to retain r
e also been mo

mation for bank
ocacy groups co

of the NCUA's
cal policy state

he NCUA falls 
role as being to
t as effectually

o the speeches 
and the superv
erest commun

a recent trend 
s have a “wildc
e OCC’s best t
that may be o
ding (Taylor, 2

s attempts to in
charters. It is im
ver, is an “arm

efore, the dynam
balance than r

s are so minim
This is a reason

y of Public Int

public interest r
hes and testimo
of their politic

her or not ther
egulatory effec

ttraction and re
wever, their po
UA has undert
o a mutual sav
es while conv
regulated instit
ore recent attem
ks that may be 
ontention that 

s policy statem
ement. 80% of
under less legi
o further the cr
y being a publi

and testimony
vised institutio
ications. This 

Public Adm

for state regula
card” statute th
actic for prese
onerous for fi
2004). 

ncrease the po
mportant to no
ms race” of in
mic would be b
relieving regul

mal that curren
n the OCC ha

terest Regulat

regulation in th
ony. In order to
cal appointees

re are linkages 
ctiveness. Now

etention strateg
olicymaking in 
taken through t
vings bank. In 
versions occur
tutions by craft
mpts to attract 
interested in c
credit unions h

ment shows inte
f the agency's s
islative scrutin
redit union mo
c-interest issue

y of the NCUA
ons as the fina
may be beca

ministration Rese

42 

ators to positio
hat allows the s
rving its charte
nancial institu

wers granted t
te that the evid

ncreased powe
better consider
latory pressure
ntly charter ch
as become con

tion 

his analysis res
o do this I exam
s, followed by 
in the public i

w I will turn to 

gies on ensurin
this realm has

the rulemaking
part because d

r, there has be
fting barriers to

banks to the f
converting. Ho
have a compet

eresting eviden
statements focu
ny in the OTS o
ovement. The a
e. 

A leadership the
ancial crisis u

ause there Con

earch

on and sell at a
state-chartered
er is to focus o

utions. Genera

to institutions 
dence for regu
rs for the inst
red a powers-o
e. The differen
hanges are un
ncerned with st

sts on understa
mine the NCUA

the OCC and 
interest rates o
the first of the

ng that credit u
s focused on p
g to clarify the 
demutualizatio
een frequent te
o exit the under
federal credit u
wever, it appea
titive advantag

nce the NCUA
us on technical
or OCC. Furth
agency views 

ere are some d
unfolded, the N
ngress increas

a lower cost reg
d grant any pow
on the preempt
ally, these are 

that regulate i
latory race to t
titutions overs
oriented “race t
nces between r
ndertaken simp
tate regulators

anding the brea
A's policy state
finally the OT

of speeches and
e three agencie

union members
lacing tangible
process for con

on are complex
ension. The ag
r the guise of co
union charter. T
ars to be a rhet

ge over banks. 

A engages gen
l and clientele i
ermore, the NC
the furthering 

differing trends
NCUA became
sed its attentio

Vol. 2, No. 2;

gulatory altern
wer at national 
tion of certain t
usury cap cei

in order to be 
the bottom is s
een by each o
to the top” desi
regulatory style
ply on the bas
s poaching nat

akdown of age
ements followe
TS. The analy
d testimony /p
es in the analys

s have a voice i
e barriers to ch
nverting a fede
x and the NCU
gency strategy
onsumer prote
The NCUA we
torical tool to r

erally and clie
issues. This ma
CUA at least in
of the credit u

s. When addre
e more focuse

on and astutely

2013 

native 
bank 
types 
ilings 

more 
scant. 
of the 
igned 
e and 
sis of 
tional 

ncies 
ed by 
sis is 
olicy 
sis. 

in the 
harter 
erally 
UA is 
y has 
ction. 

ebsite 
refute 

entele 
ay be 
n part 
union 

ssing 
ed on 
y the 



www.ccsen

 

agency ref

(see Figur

 

As the reg
technical g
lower leve
prevent sy
Neverthele
community

4.2 OCC  

The OCC h
chartered 
significant
themselves

net.org/par 

focused its com

re 3). 

gulator with m
guidance with 
els of technical
ystemic risk th
ess, the NCUA
y than empow

has focused its
financial insti
t charter losse
s as a cost-effe

mmunication so

medium effecti
clientele state

l aptitude in fin
hey have to en
A focus on tech
wering it. 

s attraction and
itutions over t
es occur due 
ective alternati

Public Adm

o that the over

iveness, the N
ements. The fo
nance among c

ngage in higher
hnical guidance

d retention effo
those chartere
to increases 

ive to federal 

ministration Rese

43 

rall values of th

 

NCUA represen
ocus on techni
credit union em
r levels of edu
e appears to be

orts on Subcha
ed by states. I
in interest in 
charters. The O

earch

he financial sy

nts an agency
ical guidance 
mployees. The
ucation of risk
e more relation

apter S status an
In recent year

state-charters
OCC has work

ystem were ref

y that seems to
may occur be

e NCUA may f
k managers am
nship of coachi

nd on the preem
rs the agency 
s. State regula
ked protect the

Vol. 2, No. 2;

flected  

o strive to bal
ecause of perce
feel that in ord

mong credit un
ing their superv

mption of fede
has seen its 

ators often m
e ability to pre

2013 

lance 
eived 
der to 
nions. 
vised 

erally 
most 

market 
empt 



www.ccsen

 

state and 
regulated b
offerings a
strongest p

As Table 2
interest po
oriented. C
of the poli
appear not

Turning to
of the last 
speeches. T
the public 

As the mo
speeches a
in Figure 2
that legisla
The OCC 
constituen
and preven
the preven
preferable 

4.3 OTS  

The OTS 
holding co
was an eff
worked to
banks pay 
law have a
greatly exp
federally c

Turning no
guidance. A
regulated i

An examin

net.org/par 

local laws in 
by state entiti
and have fewe
position to attr

2 shows above
olicy statement
Comparatively 
icy statements 
t to cater to the

o the speeches 
decade progre
This coupled w
interest is the 

ost effective ag
and policies the
2. However, th
ate tours expec

may simply 
ncies in the bet
nt them from fa
ntion of failure

situation. 

has focused it
ompany structu
fort to keep pa
 advocate for 
by pushing tax

a 150 sharehol
pands the num

chartered credi

ow to the break
As Table 3 illu
institutions. 

nation of the sp

order to give 
ies. Since OCC
er restrictions o
ract and retain 

e, the breakdow
ts. Approxima
speaking this 
focusing on e

e supervised co

and testimony
essed, the OCC
with their lowe
benefit to regu

gency and also
e OCC give som
here may be rhe
ct public intere
be more prof

tter position to
ailing. Neverth
es even at the 

ts retention an
ure which allow
arity among O
the subchapte

xation to the sh
der limit. How

mber of shareh
it union’s tax e

kdown of OTS
ustrates, OTS i

peeches and tes

Public Adm

federally cha
C regulated in
on the type the
charters. 

wn of the polic
ately 80% of t
is a much grea

empowering th
ommunity as o

y of OCC leade
C became much
er failure rate g
ulatory agencie

o the one most 
me evidence th
etorical differe
est and technic
ficient at comm
o shepherd the 
heless when on

expense of in

nd attraction st
ws thrift institu
CC regulated 

er S structure 
hareholder leve
wever, there is 
holders. Subch
exemption. 

’s policy interv
is slightly more

stimony of the

ministration Rese

44 

artered financi
nstitutions hav
e types of busi

cy statement by
the policy state
ater portion tha
he regulated co
overtly. 

ership, there is 
h less focused 

give some cred
es (See Figure

likely to addr
hat there may b
ences in agency
cal issues to be
municating w
resources and

ne views the fin
ncreased legal 

trategy on com
utions to raise
institutions. In
for banks. Sub
el. Typically th
an exemption 

hapter S allow

ventions, there
e likely to issu

e OTS also sho

earch

ial institution 
ve access to th
inesses they ca

y the OCC show
ements were e

an either the OT
ommunity, the 

a slightly diffe
on clientele st

dence to the ide
e 6). 

ress public inte
be validity in a
y action and rh
e the foci of th
ith their regul

d legal authorit
nancial service
authority for 

mmercial bank
 capital in a m
n conjunction 
bchapter S gre
hese banks hav

for shareholde
s both thrift a

e is a trend in th
ue guidance tha

ws a similar tr

a tangible adv
he capital mar
an conduct, the

w a focus on te
either technica
TS or in CA. F
OCC was mo

erent trend. As
tatements in th
ea that the appe

erest and techn
a theoretical mo
hetoric. The OC
heir communic
lated commun
ty necessary to
es system in ter
supervised ins

ks and credit u
manner similar 

with the OCC
eatly reduces t

ve been smaller
ers within the 

and commercia

he OTS toward
at enhances the

rend.  Speeche

Vol. 2, No. 2;

vantage over t
rkets through 
ere generally i

echnical and p
al or public int
urthermore on

ore likely to at 

s the financial c
heir testimonie
earance of acti

nical concerns 
odel that I prop
CC may under
cations and act
nity and legisl
o attract institu
rms of systemic
stitutions may 

unions. The m
to stock held b

C, the OTS has
the tax burden
r institutions an
same family w
al banks to co

ds clientele orie
e profitability o

es and testimon

2013 

those 
stock 
n the 

ublic 
terest 

nly 20% 
least 

crisis 
s and 
ng in 

with 
posed 
stand 
tions. 
lative 
utions 
c risk 
be a 

mutual 
bank, 
s also 
n that 
nd by 
which 
unter 

ented 
of the 

ny by 



www.ccsen

 

the leaders
concert wi
regulatory

Since the 
regulated 
financial s
stay in exi

As the leas
learned fro
empowerin
empowerin
interest in 

5. Discuss

In 2010, C
Protection
regulator 
Protection
empowerin
systems fo
deemphasi
Website, 2

Returning 
the theoret
policymak
theoretical
spectrum o
engage in h
clientele p

net.org/par 

ship of the OT
ith increased l

y function. 

106th Congres
communities t

system came u
stence while m

st effective of 
om OTS's focu
ng their regula
ng their superv
technical polic

sion 

Congress pass
n Act. One of 
to counter-bal

n Bureau (CFP
ng their superv

focus on publi
izing of the pu

2012).  

to my initial c
tical model. In

king and this in
l model after t
on one end of
high levels of t

policies (see rev

TS became mo
legislative atte

ss, OTS speec
this is particul

under considera
many decision-

the three regu
us on clientele p
ated communit
vised communi
cies. 

sed and Presid
the major fun
lance the trad
B) has attemp
vised commun
ic interest in 
ublic interest in

concerns in Fig
n Figure 6 one
ncreased its eff
this analysis i
f clientele poli
technical and p
vised model in

Public Adm

ore focused on
ention and foc

ches and testim
larly surprisin
able stress. It 
-makers were f

ulators that com
policies and co
ty, the agency 
ities he OTS lo

dent Obama s
nctions of this
ditional and m
pted to undercu
nities. The CF 

technical pol
n technical po

gure 2, and ca
e can see that t
ffectiveness. Pe
s that there is
icies and on th
public interest 
n Figure 6 belo

ministration Rese

45 

n clientele issu
cus on termina

mony have be
ng when one c
is likely that t
focused on me

mprise this case
ommunication
fell out of favo

ost perspective

signed the Do
s bill structure
more industry-
ut regulatory p
PB appears to

licies. If this 
olicymaking am

an map the age
the OCC gene
erhaps the mos
s no linear rela
he other end o
policies appea
ow. 

earch

ues as the deca
ating the agenc

een increasingl
considers that
this represents 
erging the OTS

e study, there d
s. It may be tha
or with legisla

e and became in

odd-Frank Wal
ed a new cons
-focused regul
pathologies tha
o be structured

is the case t
mong the tradi

ncies that wer
erally engaged 
st important fin
ationship betw

of public intere
ar to be more e

ade progressed
cy or drastical

ly focused on
during 2007-2
a last-ditch ef

S with OCC.  

do seem to be 
at at the very l

ate tours. At m
neffective at im

ll Street Refo
sumer-oriented
lators. The C
at have led reg
d to bolster the
this may very
itional banking

e the subject o
more public i

nding that led 
ween effective 
est policies. R
ffective than th

Vol. 2, No. 2;

d. This occurr
lly restructurin

n empowering 
2008 the Ame
ffort by the OT

some lessons 
east by focusin

most, by focusin
mplementing p

orm and Cons
d financial ser
onsumer Fina

gulators to focu
e overall regul
y well lead to
g regulators (C

of this analysis
interest in tech
to a revision o
regulators an

Rather agencies
hose who enga

2013 

ed in 
ng its 

their 
rican 
TS to 

to be 
ng on 
ng on 
ublic 

umer 
vices 

ancial 
us on 
atory 
o the 
CFPB 

onto 
hnical 
of the 
d the 
s that 
age in 



www.ccsen

 

While the 
technical c
defunct O
Finally, I h
that the mo
where ther
interest po
institution
the NCUA
clientele in
surprising 
higher leve
that the po
hypothesis
model. 
Future res
outside of 
financial s
structure o
model is g
thereby ser

Reference

Aberbach,
Brook

Baumgartn
Unive

Bernstein, 
Press

Blair, C., &
FDIC

net.org/par 

NCUA engag
concerns. The 
TS generally 

have also inclu
odel is propose
re is considera
olicy intervent
s. However it 

A and OCC ha
nterventions in
finding based 
el of public int

olicy context pl
s that drove th

earch relating 
f the complex a
services regula
of regulatory co
generalizable fu
rving to better

es 

 J. D. (1990). K
kings Institutio

ner, F., & Jones
ersity of Chica

M. (1955). R
. 

& Kushneider,
C Banking Rev

ged in regulato
NCUA had m
engaged in cl

uded the CF PB
ed in figure 2 d
able overlap o
tions have ge
appears that b

ave a balance 
ntermingled wh
on the theoret

terest interven
laces on the ag

his research. N

to a theory o
and highly reso
ation that are u
ompetition cou
future research
r explain regula

Keeping a Wa
on. 

s, B. D. (2005)
ago. 

Regulating Bu

, R. (2006). Ch
iew, 18. 

Public Adm

ory intervention
medium effectiv
lientele and te
B on this diagr
does have some
of jurisdiction 
enerally been 
alance is an im
between publ
hile the OTS i
tical model. It 

ntions, but are i
gency. Therefor
evertheless the

f public intere
ourced federal
unusual if not
uld you the app
hers should foc
atory effective

tchful Eye: Th

). The Politics 

usiness by Ind

hallenges to th

ministration Rese

46 

ns that were b
veness among 

echnical policy
ram the one can
e theoretical va

that have ten
more effectiv

mportant aspec
ic interest in t
is much more f
appeared that 
in fact able to 
re, the analysis
ere does appea

est regulation 
l level of finan
t unique. The 
plication of the
cus on understa
eness.  

he Politics of C

of Attention: H

dependent Com

he Dual Banki

earch

balanced betwe
the agencies s

ymaking and w
n see their pol
alidity. Regulat
nded towards c
ve at preventin
ct in maintainin
technical polic
focused on cli
effective regu
better balance
s of the NCUA
ar to be some 

should focus o
ncial services p
dynamic of se

e theoretical mo
anding public-

Congressional 

How Governme

mmission. Prin

ing System: Th

een clientele, p
studied in this
was the least 
licy foci There
tors and financ
considering te
ng the failure
ng regulatory 
cymaking with
entele interven

ulators don't jus
e the many com
A, OCC, and O

validity to the

on regulatory 
policy. There a
elf-funding and
odel. In order t
-interest’s relat

Oversight. Wa

ent Prioritizes 

nceton, NJ: Pr

he Funding of 

Vol. 2, No. 2;

public interest
 analysis. The
effective regu
e is some evid
cial services se
echnical and p
es of the regu
effectiveness. 
h varying leve
ntions.  This w
st simply enga
mplex requirem
TS partially re

e overall theore

agencies that 
are many aspec
d even more n
to understand i
tionship to mi

ashington, DC

Problems. Chi

rinceton Unive

f Bank Supervi

2013 

, and 
now 

lator. 
dence 
ectors 
ublic 

ulated 
Both 

els of 
was a 
age in 
ments 
efutes 
etical 

exist 
cts to 
novel 
f this 
ssion 

: The 

icago: 

ersity 

ision. 



www.ccsenet.org/par Public Administration Research Vol. 2, No. 2; 2013 

47 
 

Boehm, F. (2007). Regulatory capture revisited – Lessons from economics of corruption. Working Paper, Research 
Center in Political Economy, Universidad Externado de Columbia. Retrieved from 
http://www.icgg.org/downloads/Boehm%20-%20Regulatory%20Capture%20Revisited.pdf 

Buiter, W. (2008). Lessons From the North American Financial Crisis. Paper presented at the The Role of Money 
Markets. Retrieved from http://newyorkfed.org/research/conference/2008/rmm/buiter.pdf 

Consumer Financial Protection Bureau. (2012). Website of the Consumer Financial Protection Bureau. Retrieved 
from http://www.consumerfinance.gov/the-bureau/creatingthebureau/Accessed 9/2/2012 

Dell’Ariccia, G. a. R. M. (2001). Competition Among Regulators. International Monetary Fund. Retrieved from 
http://www.imf.org/external/pubs/ft/wp/2001/wp0173.pdf 

Eisner, M. A. (2000). Regulatory Politics in Transition. Baltimore & London: The Johns Hopkins University 
Press. 

Estache, A. a. D. M. (1999). Politics, Transaction Costs, and the Design of Regulatory Institutions. The World 
Bank. Retrieved from http://elibrary.worldbank.org/content/workingpaper/10.1596/1813-9450-2073 

Feldmann, S. E. (2005). Bureaucratic Expertise and Learning from Interest Groups. Northwestern University. 
Retrieved from http://egp.vcharite.univ-mrs.fr/pet/viewabstract.php?id=292 

Goodsell, C. (2011). Mission Mystique: Belief Systems in Public Agencies. Washington, DC: CQ Press. 

Goodsell, C. (Ed.). (1990). Public administration and the public interest. Newbury Park, CA: Sage Publications, 
Inc. 

Hammond, T. H., & Knott, J. H. (1988). The Deregulatory Snowball: Explaining Deregulation in the Financial 
Industry. The Journal of Politics, 50(1), 3-30. http://dx.doi.org/10.2307/2131038 

Hardy, D. (2006). Regulatory Capture in Banking. International Monetary Fund. Retrieved from 
http://www.imf.org/external/pubs/ft/wp/2006/wp0634.pdf 

Hoffmann, S. (2001). Politics and Banking; Ideas, Public Policy, and the Creation of Financial Institutions (1st 
ed.). Baltimore, Maryland: The Johns Hopkins University Press. 

Hoffmann, S. a. M. K. C. (2010). Mission Expansion in the Federal Home Loan Bank System. Albany, NY: SUNY 
Press. 

Johnson, C. (2010). The Foreclosure of America: The Inside Story of the Rise and Fall of Countrywide Home 
Loans, the Mortgage Crisis, and the Default of the American Dream. [Book Review]. Academy of 
Management Learning & Education, 9(1), 150-152. Retrieved from 
http://connection.ebscohost.com/c/book-reviews/48661200/foreclosure-america-inside-story-rise-fall-countr
ywide-home-loans-mortgage-crisis-default-american-dream 

Katzmann, R. A. (1980). Regulatory Bureaucracy: The Federal Trade Commission and Antitrust Policy. 
Cambridge, Mass: MIT Press. 

Kaufman, G., & Scott. K. (2003). What Is Systemic Risk, and Do Bank Regulators Retard or Contribute to It? The 
Independent Review, VII(3), Winter, 2003, ISSN 1086-1653, Copyright © 2003, pp. 371-391. Retrieved from 
http://www.independent.org/pdf/tir/tir_07_3_scott.pdf 

Laffont, J. J., & Tirole, J. (1991). The Politics of Government Decision-Making: A Theory of Regulatory Capture. 
Quarterly Journal of Economics, 1089-1127. http://dx.doi.org/10.2307/2937958 

Martimort, D. (1999). The life cycle of regulatory agencies: dynamic capture and transaction costs. Review of 
Economic Studies, 66, 929-947. http://dx.doi.org/10.1111/1467-937X.00114 

McCabe, D. L., Butterfield, K. D., & Trevino, L. K. (2006). Academic Dishonesty in Graduate Business Programs: 
Prevalence, Causes, and Proposed Action. Academy of Management Learning & Education, 5(3), 294-305. 
http://dx.doi.org/10.5465/AMLE.2006.22697018 

Meier, K. J. (1985). Regulation: Politics, Bureaucracy and Economics. New York: St. Martin’s Press. 

Moe, R. C. (1991). Political Science and the Savings and Loan Crisis: An Introduction. PS: Political Science and 
Politics, 24(3), 432-433. http://dx.doi.org/10.2307/420083 

National Credit Union Administration Website. (2010). Retrieved from http://www.ncua.gov 

The OCC’s Preemption Rules. (2006). 

Office of the Comptroller of the Currency Website. (2011). Retrieved from http://www.ots.gov 



www.ccsenet.org/par Public Administration Research Vol. 2, No. 2; 2013 

48 
 

Office of Thrift Supervision Website. (2011). 

Scott, K. E. (1977). The Dual Banking System: A Model of Competition in Regulation. Stanford Law Review, 
30(1), 1-50. http://dx.doi.org/10.2307/1228174 

Smyth, R. a. S., M. (2009). Public Interest and Regulatory Capture in the Swedish Electricity Market. Centre for 
Regulation and Market Analysis, University of South Australia, Australia. 

States, T. N. C. o. t. C. o. t. F. a. E. C. i. t. U. (2011). The Financial Crisis Inquiry Report. New York. 

Thomas, C., Soule, A., & Davis, T. (2010). Special Interest Capture of Regulatory Agencies: A Ten-Year Analysis 
of Voting Behavior on Regional Fishery Management Councils. Policy Studies Journal, 38(3), 447. 
http://dx.doi.org/10.1111/j.1541-0072.2010.00369.x 

Whalen, R. C. (2008). The Subprime Crisis: Cause, Effect and Consequences. Networks Financial Institute Policy 
Brief No. 2008-PB-04. 

Woodward, S. (1998). Regulatory Capture at the U.S. Securities and Exchange Commission. Paper presented at 
the The Milken Institute Conference on Capital Markets. Retrieved from 
http://www.sandhillecon.com/pdf/RegulatoryCapture.pdf 

Yin, R. (2009). Case Study Research: Design and Methods.Sage Publications, Thousand Oaks, CA.   

 

Copyrights 

Copyright for this article is retained by the author(s), with first publication rights granted to the journal. 

This is an open-access article distributed under the terms and conditions of the Creative Commons Attribution 
license (http://creativecommons.org/licenses/by/3.0/). 


