
This research abstract will provide a glimpse at the major theories of regulatory compliance:  

 

1. Responsive regulation (Ayers & Braithwaite, 1992)  

This theory argues that regulation should be responsive to the needs of both regulators and 

those who are regulated. It suggests that regulators should use a variety of tools, including 

persuasion, negotiation, and enforcement, to achieve compliance. The goal is to create a 

system of regulation that is both effective and fair.  

2. Socio-economic theory of regulatory compliance (Sutinen & Kuperan, 1999)  

This theory argues that regulatory compliance is influenced by a variety of factors, including 

economic incentives, social norms, and the perceived legitimacy of the regulator. The theory 

suggests that regulators should design regulations that take these factors into account.  

3. Diminishing returns theory of regulatory compliance (Fiene, 2019)  

This theory argues that there is a diminishing relationship between the level of regulatory effort 

and the level of compliance. The theory suggests that regulators should focus their efforts on 

the most important areas of risk and avoid over-regulation.  

 

Authors of the theories:  

Responsive regulation: Ian Ayres and John Braithwaite  

Socio-economic theory of regulatory compliance: Jon G. Sutinen and Kuperan Viswanathan  

Diminishing returns theory of regulatory compliance: Richard Fiene  

 

These theories have been influential in shaping our understanding of regulatory compliance 

and how to achieve it. They have been used to develop a variety of regulatory approaches, 

including risk-based regulation, performance-based regulation, and collaborative regulation.  

It is important to note that these theories are not mutually exclusive. In fact, they can be 

complementary. For example, responsive regulation can be used to implement socio-economic 

theory and diminishing returns theory.  

Regulators should consider all of these theories when designing and implementing regulatory 

programs. The best approach will vary depending on the specific context.  

 



Here is additional information about Regulatory Compliance Theory of Diminishing Returns 

(TRC+):  

The Regulatory Compliance Theory of Diminishing Returns (TRC+) is a fascinating concept that 

challenges the traditional "more regulation is better" approach to public policy. It suggests that 

there's a sweet spot for compliance, where increasing efforts beyond that point yield less and 

less benefit in terms of program quality and public safety.  

The Regulatory Compliance Theory of Diminishing Returns (TRC+) challenges the traditional 

assumption that 100% compliance with regulations is always the best goal for achieving desired 

outcomes in public policy. Instead, it posits that substantial, not full, compliance is the most 

effective and efficient approach, yielding similar positive outcomes while requiring fewer 

resources.  

Overall, the Regulatory Compliance Theory of Diminishing Returns offers a valuable new 

perspective on the complex relationship between regulation and program quality. While further 

research is needed to fully understand its implications, it has the potential to inform more 

effective and efficient regulatory approaches in various public policy domains.  

 

Here are some key points about the theory:  

The theory proposes that the relationship between regulatory compliance and program quality 

isn't linear, but rather follows a diminishing returns curve. This means that while initial 

compliance efforts can significantly improve program quality, the impact of additional efforts 

becomes progressively smaller, eventually reaching a point where further increases in 

compliance bring negligible or even negative returns.  

As compliance efforts increase, the incremental benefits in terms of program quality or public 

safety diminish at a faster rate. This means that, beyond a certain point, investing more 

resources to achieve perfect compliance won't significantly improve outcomes.  

The theory is based on research in various areas, including early childhood education, adult 

care, and environmental protection. These studies have shown that programs with substantial 

compliance (around 80-90%) tend to achieve similar quality and safety standards as those with 

100% compliance, while spending less on monitoring and enforcement.  

 

Key elements:  

Regulatory Compliance Key Indicator Matrix (RCKIM): This tool helps assess program 

compliance based on two key factors: 1) substantial compliance: meeting core regulatory 

requirements, and 2) full compliance: meeting all regulatory requirements, even minor ones.  



Regulatory Compliance Scaling (RCS): This concept emphasizes that the optimal level of 

compliance effort can vary depending on the specific context and program goals.  

Program Quality Scoring Matrix (PQSM): This framework helps evaluate program quality by 

considering multiple dimensions, not just compliance.  

Substantial, not full, compliance: TRC+ argues that focusing on achieving a high level of 

compliance, not necessarily 100%, is more effective and efficient. This is because:  

Full compliance can be costly and impractical to achieve, especially in complex systems with 

nuanced regulations.  

The marginal benefit of further compliance improvements often diminishes as the system 

already reaches a high level of adherence.  

Risk assessment and key indicators: TRC+ emphasizes the importance of risk-based approaches 

to compliance. This involves identifying areas with higher risks and focusing resources on those 

areas, rather than a blanket approach. Key performance indicators (KPIs) can be used to track 

progress and measure the effectiveness of compliance efforts.  

Regulatory compliance scaling: TRC+ proposes a framework called "regulatory compliance 

scaling" (RCS) that categorizes programs based on their compliance level and risk profile. This 

allows for targeted interventions and monitoring strategies, ensuring resources are allocated 

efficiently.  

Program quality scoring matrix: TRC+ utilizes a scoring matrix to assess program quality based 

on various factors, not just compliance. This helps in understanding the broader impact of 

regulatory efforts and identifying areas for improvement beyond just ticking compliance boxes.  

 

Implications:  

Shifting focus from full compliance to substantial compliance: TRC+ suggests that focusing 

solely on achieving 100% compliance might not be the most effective or efficient approach. 

Instead, ensuring substantial compliance with core regulations may be sufficient to achieve 

good program quality and public safety, while freeing up resources for other areas.  

More targeted and risk-based monitoring: The theory suggests that monitoring efforts should 

be more targeted towards programs with lower compliance, rather than applying a one-size-

fits-all approach.  

Promoting innovation and flexibility: By acknowledging the limitations of strict compliance, 

TRC+ encourages policymakers to consider more flexible and innovative approaches to 

regulation that allow programs to adapt and improve.  



Shifting focus: TRC+ encourages a shift from punitive, compliance-driven approaches to more 

collaborative, risk-based strategies. This can lead to better relationships between regulators 

and regulated entities.  

Resource optimization: By focusing on areas with the highest potential impact, TRC+ can help 

optimize resource allocation and achieve better outcomes with less effort.  

Data-driven decision making: TRC+ emphasizes the use of data and KPIs to inform decision-

making about regulatory interventions and monitoring. This can lead to more evidence-based 

and effective policies.  

Risk-based approach: Resources can be prioritized based on the potential risks associated with 

non-compliance in different areas. This allows for more efficient allocation of resources and 

better targeting of interventions.  

Innovation in monitoring: The TRC+ encourages exploring alternative monitoring approaches 

that go beyond traditional inspections and checklists. This could include data-driven methods, 

self-assessment tools, and collaborative partnerships between regulators and regulated 

entities.  

 

Criticisms:  

Lack of empirical evidence: While the theory has been supported by some research in human 

service programs, it's still relatively new and lacks extensive empirical validation across diverse 

contexts.  

Potential for abuse: Some critics argue that focusing on substantial compliance could be used as 

a justification for lowering regulatory standards or reducing oversight, potentially 

compromising public safety.  

Difficulty in measuring program quality: Critics argue that measuring program quality beyond 

compliance can be subjective and challenging.  

Potential for regulatory capture: Concerns exist that focusing on substantial compliance might 

lead to leniency and reduced enforcement, potentially undermining the effectiveness of 

regulations.  

Limited applicability: Some argue that TRC+ might not be suitable for all types of regulations, 

particularly those dealing with high-risk activities.  

Data limitations: Some argue that the evidence base for the TRC+ is limited to specific sectors 

and may not be generalizable to all areas of regulation.  



Implementation challenges: Shifting away from a "zero-tolerance" approach to compliance can 

be difficult, requiring changes in regulatory culture and potentially facing resistance from 

stakeholders.  

Risk of under-compliance: Critics worry that focusing on substantial compliance could lead to 

some entities falling below acceptable standards.  

 

In conclusion, the regulatory compliance theory of diminishing returns offers a valuable 

framework for thinking about regulatory effectiveness and resource allocation. By focusing on 

substantial compliance, risk assessment, and program quality, it can help to achieve better 

outcomes with fewer resources. However, it's important to carefully consider the limitations 

and potential challenges of this approach before applying it to specific policy contexts. 

The TRC+ is a valuable theory that provides a new perspective on regulatory compliance. While 

it doesn't advocate abandoning regulations altogether, it encourages policymakers to consider 

a more nuanced and efficient approach that balances the costs and benefits of achieving 

different levels of compliance.  

 

 

Here are some additional resources you might find helpful:  

TRC+: Regulatory Compliance Theory of Diminishing Returns: 
https://nara.memberclicks.net/assets/docs/KeyIndicators/Fiene%20TRC%20JRS%207%202019.pdf  

The Public Policy Implications of the Regulatory Compliance Theory of Diminishing Returns: 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4391924 

 

https://nara.memberclicks.net/assets/docs/KeyIndicators/Fiene%20TRC%20JRS%207%202019.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4391924

