
Fiene's Theory of Regulatory Compliance 
 
I. Introduction 
Regulatory compliance serves as a cornerstone in ensuring the quality and safety of 
services within human service sectors, with early childhood education being a 
particularly critical area of focus 1. Historically, regulatory approaches have often 
operated under the assumption that achieving full, 100% compliance with all regulations 
is the optimal pathway to desired outcomes 3. However, the field of regulatory science 
has seen significant advancements in understanding the complexities of compliance 
and its relationship to quality. Richard Fiene stands as a prominent figure in this 
evolution, particularly regarding early childhood education, with an extensive body of 
research and publications dedicated to improving regulatory practices 4. His career, 
spanning over four decades, reflects a deep commitment to understanding and 
enhancing the licensing of childcare programs 4. This sustained engagement has 
undoubtedly fostered a nuanced perspective on the challenges and opportunities 
inherent in regulating this vital sector, allowing for the development and refinement of 
his theories and models over time. 

Fiene's work has fundamentally reshaped the way professionals think about monitoring 
and assessing licensing rules, advocating for targeted and abbreviated inspection 
methodologies 4. His regulatory compliance theory of diminishing returns represents a 
key contribution, challenging traditional "more regulation is better" approaches 4. The 
impact of his work is significant, having "altered human services regulatory science and 
licensing measurement dramatically," suggesting a paradigm shift towards more 
efficient and effective regulatory practices 4. This monograph aims to provide a 
comprehensive overview of Fiene's Theory of Regulatory Compliance and its 
interconnected concepts and models, including Differential Monitoring, Key Indicators, 
Risk Assessment, the Regulatory Compliance Scale, the significance of Substantial 
Compliance, the Ceiling Effect and Diminishing Returns Effect, the Uncertainty-Certainty 
Matrix, and his Early Childhood Program Quality Improvement and Indicator Model 
(ECPQIM) and Differential Monitoring Logic Model and Algorithm (DMLMA). 

II. Foundations of Fiene's Theory of Regulatory Compliance 
Fiene's Theory of Regulatory Compliance (TRC) emphasizes the importance of 
achieving the "right" balance of rules and regulations rather than simply focusing on the 
quantity of rules 7. A central argument of the theory is that not all regulations hold equal 
weight or possess the same predictive power regarding positive outcomes 7. This 
perspective emerged from observations within human service facilities, where it was 
noted that as facilities approached 100% compliance across all rules, their scores on 



best practice indicators and overall positive outcomes sometimes began to decline 7. 
This finding challenged the linear assumption that more compliance invariably leads to 
better quality, suggesting instead a curvilinear relationship between these two factors, 
with a potential "sweet spot" existing at a level of substantial compliance 6. This 
non-linear relationship implies that beyond a certain threshold, the benefits of increased 
compliance diminish, which has significant implications for how regulatory agencies 
allocate their resources and focus their efforts. 

The theory posits that substantial compliance, often defined as compliance within the 
range of 80-90% or 97-99%, can achieve similar levels of quality and safety as full, 
100% compliance, but with a more efficient use of resources 3. The rationale behind this 
proposition is that the additional effort and resources required to move from substantial 
compliance to complete compliance may not yield a proportional increase in positive 
outcomes 8. This pragmatic approach acknowledges the limitations of striving for 
absolute perfection in every regulatory aspect and instead focuses on achieving 
meaningful and impactful levels of adherence to core regulations 8. The TRC algorithm, 
expressed as TRC = 99% + φ = 100%, further underscores this emphasis on substantial 
compliance as the practical target for regulatory efforts 7. 

The theoretical underpinnings of TRC are supported by research conducted across 
various human service domains, including early childhood education, adult care, and 
environmental protection 8. These studies have consistently indicated that programs 
achieving substantial compliance often demonstrate comparable quality and safety 
standards to those with full compliance, while requiring less intensive monitoring and 
enforcement 8. A critical element of the theory is the recognition that the nature of the 
rules themselves plays a vital role in determining outcomes 7. Some regulations are 
inherently more predictive of positive outcomes or indicative of potential risks than 
others. This understanding suggests that regulatory bodies should prioritize the 
identification and monitoring of these key rules to maximize the effectiveness of their 
oversight 7. 

III. Differential Monitoring: A Targeted Approach 
Differential Monitoring (DM) represents a strategic and targeted approach to regulation 
that adjusts the frequency and intensity of monitoring activities based on a program's 
history of compliance and its identified risk profile 3. The primary objective of DM is to 
establish a more efficient and effective regulatory system by concentrating resources on 
programs demonstrating the greatest need for oversight 7. This approach acknowledges 
that a uniform, "one-size-fits-all" monitoring system may not be the most optimal use of 
limited regulatory resources 9. Instead, DM allows agencies to optimize their efforts by 
reducing the monitoring burden on programs with a consistent record of compliance 
while increasing scrutiny of those with a history of non-compliance or higher identified 



risks. 

The core of Differential Monitoring relies on two key methodologies: Key Indicators (KI) 
and Risk Assessment (RA) 7. These components are used in tandem to inform 
decisions about the frequency of program visits and the specific rules that will be the 
focus of review during those visits 12. The relationship between these elements is often 
expressed by the formula: KI + RA = DM 7. This equation signifies that the integration of 
insights from key indicators, which predict overall compliance, and risk assessment, 
which identifies areas of potential harm, forms the basis of a differentiated monitoring 
strategy. 

In the context of early childhood education, Differential Monitoring offers a promising 
avenue for ensuring both safety and quality without imposing undue burdens on 
providers who consistently meet regulatory standards 9. Programs with a strong history 
of compliance may be eligible for abbreviated reviews that focus on key risk areas or a 
select set of highly predictive indicators 2. This targeted approach allows regulatory 
agencies to allocate more time and resources to programs that have demonstrated 
challenges in meeting regulatory requirements, ultimately contributing to a more 
effective and equitable regulatory landscape. 

IV. The Role of Key Indicators in Assessing Compliance 
Key Indicators (KI) are a carefully selected subset of rules, typically comprising 10-20% 
of the total regulations, that have been statistically proven to be highly predictive of 
overall compliance within a given regulatory system 3. The identification of these crucial 
indicators relies on rigorous statistical methods, often involving the analysis of historical 
compliance data to pinpoint rules that exhibit a strong correlation with a program's 
adherence to the entire body of regulations 13. This data-driven approach ensures that 
the selected key indicators are empirically validated as reliable predictors of broader 
compliance. 

Compliance with Key Indicators is typically assessed through focused inspections or the 
use of specialized checklists 12. The underlying principle is that if a program 
demonstrates substantial compliance with these key indicators, it is highly likely to be in 
compliance with the majority, if not all, of the remaining regulations 7. This allows 
regulatory agencies to gain a reasonably accurate understanding of a program's overall 
compliance status with a less intensive monitoring effort, leading to significant gains in 
efficiency 4. 

Richard Fiene has made significant contributions to the development and validation of 
key indicator systems, particularly within the realm of early childhood programs 5. His 
research has highlighted the effectiveness of the 25/50/25 data dichotomization model 



as an analytical tool for identifying key indicators from the often skewed data 
distributions characteristic of regulatory compliance data 13. This methodology provides 
a practical and statistically sound framework for regulatory agencies seeking to 
implement a more targeted and resource-efficient monitoring system by focusing on 
rules that have a proven track record of predicting overall compliance. 

V. Risk Assessment in Regulatory Frameworks 
Risk Assessment (RA) in regulatory compliance is a systematic methodology used to 
evaluate the potential risks associated with non-compliance with specific rules and 
regulations 3. The fundamental purpose of risk assessment is to identify areas where 
non-compliance could lead to more severe negative consequences, such as harm to 
individuals receiving services, and to prioritize regulatory efforts accordingly 7. This 
approach ensures that limited regulatory resources are directed towards mitigating the 
most significant potential harms. 

Various methods can be employed to identify, analyze, and prioritize risks within a 
regulatory framework. One common approach involves weighting rules based on their 
potential impact on the safety and well-being of clients 12. For instance, rules related to 
staff-to-child ratios or health and safety protocols might be assigned a higher weight due 
to their direct impact on child welfare. Historical data on past violations and their 
resulting consequences can also provide valuable insights for informing the risk 
assessment process 15. Furthermore, risk assessment tools can be utilized to determine 
the appropriate frequency of program visits, with programs identified as higher risk 
potentially undergoing more frequent and intensive monitoring 12. 

Differential Monitoring often leverages the synergistic power of integrating both Key 
Indicators and Risk Assessment 7. While risk assessment can pinpoint critical "do no 
harm" rules that directly safeguard against immediate risks, key indicators can identify 
rules that are strong predictors of overall compliance and potentially indicative of 
broader program quality, often encompassing "do well" standards 7. By combining these 
two approaches, regulatory agencies can develop a comprehensive and targeted 
monitoring strategy that addresses both immediate safety concerns and the overall 
compliance health of regulated entities. 

VI. Understanding the Regulatory Compliance Scale 
The Regulatory Compliance Scale (RCS) represents a move towards a more nuanced 
measurement of regulatory compliance, moving beyond the traditional binary 
classification of simply "compliant" or "non-compliant" 8. The primary aim of the RCS is 
to provide a more granular understanding of the degree of compliance, often employing 
an ordinal scale that allows for the categorization of compliance levels 3. This shift 



addresses the inherent limitations of nominal scale measurement in regulatory 
compliance data, offering a more sophisticated lens through which to analyze the 
relationship between compliance and other critical factors like program quality. 

Several models for the Regulatory Compliance Scale have been proposed and 
explored. The original RCS model typically includes categories such as full, substantial, 
medium, and low regulatory compliance, often defined based on the frequency of rule 
violations 16. For example, full compliance might represent zero violations, while 
substantial compliance could encompass a small number of minor violations 16. 
Researchers have also investigated alternative models, including those drawing 
inspiration from the Fibonacci sequence, to determine the most effective way to 
categorize compliance levels 16. Furthermore, the proposed Regulatory Compliance 
Scoring System and Scale (RC3S) introduces a color-coded system to visually 
represent different levels of non-compliance and overall regulatory compliance 19. 

 

Color Non-Compliance Level Regulatory Compliance 
Level 

Blue 0 Full Compliance 

Green 1-2 Substantial Compliance 

Yellow 3-6 Mid-Range Compliance 

Orange 7-9 Low Compliance 

Red 10-15+ Very Low Compliance 

 

While the Regulatory Compliance Scale holds significant promise for enhancing the 
measurement of regulatory adherence, it is a relatively recent development, and 
ongoing validation efforts are critical to ascertain the most effective models and their 
practical utility 16. These validation studies often involve analyzing data on program 
quality scores and the frequency of rule violations to determine how well the RCS aligns 
with other measures of program effectiveness 16. 

 



VII. The Significance of Substantial Compliance 
A core tenet of Fiene's work is the assertion that achieving substantial compliance is 
often a more pragmatic and effective goal than striving for absolute, 100% compliance 
in all aspects of regulation 3. This perspective challenges the traditional assumption that 
full compliance is always the optimal target, suggesting that the resources expended to 
reach that final level of adherence may not always translate into significant 
improvements in program quality or safety 3. 

Focusing on substantial compliance offers several key benefits for regulatory agencies. 
It allows for a more strategic allocation of resources, enabling agencies to concentrate 
their interventions and support on programs that demonstrate lower levels of 
compliance 8. Furthermore, it can alleviate the burden of over-regulation on providers 
who consistently meet the majority of requirements, allowing them to dedicate more 
attention and effort to enhancing program quality and delivering direct services 6. This 
shift in focus can also foster a more collaborative relationship between regulators and 
the entities they regulate by reducing the perception of unnecessary bureaucratic 
hurdles 6. Such collaboration can lead to increased trust and a greater willingness to 
engage in voluntary compliance efforts, ultimately contributing to improved overall 
outcomes. 

It is important to distinguish between substantial compliance and full compliance. 
Substantial compliance generally refers to meeting the core regulatory requirements 
that are most critical for ensuring safety and fundamental quality standards 6. Full 
compliance, on the other hand, entails meeting every single regulatory requirement, 
even those that may have a less direct or significant impact on outcomes 8. Fiene's work 
suggests that while full compliance might seem ideal on the surface, the practical 
benefits beyond achieving substantial compliance often diminish, making a focus on the 
latter a more strategic and resource-conscious approach. 

VIII. The Ceiling Effect and Diminishing Returns in Regulatory 
Efforts 
The Ceiling Effect and the Diminishing Returns Effect are crucial concepts in 
understanding the relationship between regulatory compliance efforts and their impact 
on program quality. The Ceiling Effect, in this context, describes the phenomenon where 
program quality does not continue to increase linearly as compliance with regulations 
approaches 100% 3. In some cases, quality improvements may plateau or even decline 
as programs focus excessively on achieving perfect compliance with every rule, 
potentially at the expense of other important aspects of program delivery. 

The Diminishing Returns Effect complements this concept by suggesting that the 



incremental benefits gained from increased regulatory effort become progressively 
smaller beyond a certain level of compliance 7. This implies that the resources invested 
to move from a state of substantial compliance to full compliance may yield only 
marginal improvements in actual program quality or safety. These concepts provide 
empirical support for Fiene's argument that substantial compliance can be a more 
effective and efficient regulatory target than striving for absolute compliance in all areas 
3. 

Research in early childhood education and other human service sectors has provided 
evidence of this non-linear relationship between compliance and quality 6. Fiene's own 
research has indicated that the highest quality programs are not always those in full 
compliance with all state licensing regulations, further highlighting the complexities of 
this relationship 20. Understanding these effects has significant implications for the 
design of monitoring and evaluation efforts. It suggests that regulatory agencies should 
focus on identifying and monitoring the most meaningful indicators of quality and safety 
rather than engaging in exhaustive compliance checks that may yield diminishing 
returns in terms of actual outcomes. 

IX. The Uncertainty-Certainty Matrix as a Decision-Making Tool 
The Uncertainty-Certainty Matrix (UCM) is a valuable tool adapted from the 
decision-making research literature, specifically the confusion matrix, for application in 
regulatory science and licensing measurement 21. Its primary purpose is to evaluate the 
level of agreement and certainty in decisions made during the regulatory compliance 
assessment process 21. By focusing on the alignment between the licensing decision 
and the actual state of regulatory compliance, the UCM provides a framework for 
assessing the reliability and accuracy of these evaluations. 

The UCM is structured as a 2x2 matrix where one axis represents the decision made by 
the regulator (either in compliance or not in compliance) and the other axis represents 
the actual state of regulatory compliance (also either in compliance or not in 
compliance) 22. This structure allows for the identification of four possible outcomes: 
agreement when the decision matches the actual state (true positives and true 
negatives), and disagreement when the decision does not match the actual state (false 
positives and false negatives) 21. 

 

 

 



 Actual State: In Compliance 
(+) 

Actual State: Not In 
Compliance (-) 

Decision: In Compliance (+) Agreement (A) Disagreement (B) - False 
Positive 

Decision: Not In Compliance 
(-) 

Disagreement (C) - False 
Negative 

Agreement (D) 

 

A key application of the UCM in regulatory compliance is to minimize the occurrence of 
false negatives, where a rule or regulation is incorrectly determined to be in compliance 
when it is actually not 21. These false negatives are particularly concerning as they can 
pose significant risks to clients. The UCM can also be used to calculate a coefficient 
that indicates the overall level of certainty or uncertainty in the licensing decisions 21. 
This coefficient helps to quantify the degree of agreement between regulatory decisions 
and the actual compliance status. Thresholds for this coefficient can be established to 
guide action: a higher positive coefficient indicates acceptable agreement, a coefficient 
close to zero suggests randomness requiring further inter-rater reliability training, and a 
negative coefficient indicates a severe disagreement problem that necessitates both 
reliability training and a review of the targeted rules 21. By providing a quantitative 
measure of the reliability of compliance assessments, the UCM serves as a valuable 
tool for improving the consistency and fairness of regulatory enforcement. 

X. Early Childhood Program Quality Improvement and Indicator 
Model (ECPQIM) 
Fiene's Early Childhood Program Quality Improvement and Indicator Model (ECPQIM) 
is a comprehensive framework designed to enhance the quality of early childhood 
education programs 5. This model takes an integrated approach, conceptually linking 
various monitoring systems within the early care and education landscape, including 
licensing, Quality Rating and Improvement Systems (QRIS), risk assessment protocols, 
and key indicator systems 9. By bringing these different facets together, ECPQIM aims 
to provide a holistic view of program quality and facilitate the validation of the overall 
early care and education system. This comprehensive perspective moves beyond a 
singular focus on regulatory compliance to consider a broader array of factors that 
contribute to high-quality early childhood experiences. 

ECPQIM has evolved through several versions, with each iteration building upon 
previous insights and incorporating the latest research in program monitoring 9. The 



model typically focuses on key components such as inputs, processes, and outputs 23. 
Inputs might include risk indicators and key risk indicators, while processes encompass 
compliance and performance indicators, risk assessment matrices, performance 
assessment matrices, and key indicator methodologies 23. Outputs include result 
indicators and overall outcomes 23. A critical element integrated within ECPQIM is the 
role of professional development, encompassing training, technical assistance, 
coaching, and mentoring, as a vital quality enhancement initiative 12. 

The practical applications of ECPQIM are wide-ranging. It can be utilized by state and 
federal agencies, as well as large provider organizations, to develop and implement 
targeted monitoring strategies that are both cost-effective and efficient 9. The model 
facilitates the comparison of data and results obtained from different monitoring 
systems, thereby supporting validation efforts aimed at ensuring the overall 
effectiveness of the regulatory and quality improvement infrastructure 9. 

XI. The Differential Monitoring Logic Model and Algorithm 
(DMLMA) 
The Differential Monitoring Logic Model and Algorithm (DMLMA) represents a 
fourth-generation evolution of Fiene's Early Childhood Program Quality Indicator Model 
(ECPQIM) 9. It provides a structured and systematic approach to implementing targeted 
monitoring strategies based on the principles of differential monitoring derived from 
Fiene's Theory of Regulatory Compliance. The overarching purpose of DMLMA is to 
transition from a uniform monitoring system to one that is more responsive to the 
specific needs of programs, directing greater attention and resources towards those 
requiring additional support and oversight 9. This targeted approach aims to enhance 
the efficiency and effectiveness of regulatory efforts by optimizing resource allocation. 

DMLMA integrates both a logic model and an algorithm to guide the implementation of 
differential monitoring. The logic model component outlines the conceptual relationships 
between various elements, including comprehensive licensing tools, risk assessment 
methodologies, key indicator systems, differential monitoring decision-making 
processes, professional development initiatives, and ultimately, child outcomes 9. The 
algorithm provides a step-by-step procedure for determining the frequency and intensity 
of monitoring activities based on a program's assessed risk level and compliance history 
11. Furthermore, DMLMA specifies expected correlational thresholds between different 
components of the model, which serve as benchmarks for validation studies aimed at 
evaluating the effectiveness of the differential monitoring system 10. 

In practical terms, DMLMA can be readily adopted by state agencies to develop and 
implement differential monitoring systems for childcare licensing 9. Its flexibility allows 
for application across various sets of standards, including both state-specific licensing 



rules and national benchmarks such as the Head Start Performance Standards 9. By 
providing a clear and actionable framework, DMLMA empowers regulatory agencies to 
move towards a more efficient and impactful approach to monitoring early childhood 
programs. 

XII. Interrelationships and Synthesis 
Fiene's body of work presents a cohesive and interconnected system of thought 
regarding regulatory compliance, where each concept and model builds upon and 
reinforces the others 7. His Theory of Regulatory Compliance lays the foundational 
principles, emphasizing the importance of a balanced approach to regulation and the 
concept of substantial compliance as a more effective target than unwavering pursuit of 
100% adherence. This theoretical underpinning directly justifies the need for more 
targeted and efficient monitoring strategies, leading to the development and application 
of Differential Monitoring. 

Differential Monitoring, in turn, relies heavily on the methodologies of Key Indicators and 
Risk Assessment. The theory's recognition that not all rules are equal in their predictive 
power or potential for harm directly supports the identification and use of key indicators 
to streamline monitoring efforts and the prioritization of high-risk areas through risk 
assessment. The Regulatory Compliance Scale emerges from the limitations of 
traditional binary compliance measures, offering a more nuanced way to assess and 
categorize compliance levels, aligning with the theory's emphasis on substantial 
compliance rather than just a pass/fail determination. 

The Theory of Regulatory Compliance algorithm (TRC => DM (KI + RA) + RCS) 
succinctly captures the relationship between the theory, differential monitoring, and the 
regulatory compliance scale 18. It illustrates how the principles of TRC lead to the 
adoption of differential monitoring, which is implemented through the use of key 
indicators and risk assessment, and how the regulatory compliance scale provides a 
more refined metric for evaluating compliance outcomes. 

Furthermore, Fiene has conceptualized sequential and parallel models for implementing 
his Theory of Regulatory Compliance 14. The sequential model emphasizes a 
step-by-step approach where weighting and risk assessment precede the identification 
of key indicators. In contrast, the parallel model views these methodologies as separate 
but complementary approaches that can be used together. These different 
implementation models reflect an ongoing exploration of the most effective ways to 
translate the theoretical principles into practical regulatory strategies, with ongoing 
research aimed at determining their relative advantages 14. 

Finally, Fiene's Early Childhood Program Quality Improvement and Indicator Model 



(ECPQIM) and the Differential Monitoring Logic Model and Algorithm (DMLMA) serve as 
practical frameworks for applying these interconnected concepts in the specific context 
of early childhood education. They provide comprehensive structures for integrating 
various monitoring systems and implementing targeted, data-driven approaches to both 
regulatory compliance and overall quality improvement. 

XIII. Conclusion 
In conclusion, Richard Fiene's Theory of Regulatory Compliance represents a 
significant advancement in the field of regulatory science, particularly within the context 
of human services and early childhood education. His work challenges the conventional 
wisdom of equating more regulation with better outcomes, advocating instead for a 
more nuanced and targeted approach. The central tenet of focusing on substantial 
compliance, rather than the often elusive goal of 100% compliance, provides a more 
pragmatic and resource-efficient pathway to ensuring quality and safety. 

The key concepts and models associated with Fiene's theory, including Differential 
Monitoring, Key Indicators, Risk Assessment, the Regulatory Compliance Scale, 
ECPQIM, and DMLMA, offer practical tools and frameworks for implementing this 
evolved understanding of regulatory effectiveness. These interconnected elements 
provide a comprehensive system for moving beyond simplistic, uniform monitoring 
approaches towards strategies that are data-driven, risk-informed, and ultimately more 
impactful in achieving desired outcomes for individuals and communities. 

Fiene's contributions have had a lasting impact on how regulatory agencies approach 
their work, prompting a shift towards more efficient and effective practices. His 
emphasis on the ceiling effect and diminishing returns encourages a critical evaluation 
of regulatory effort, advocating for a focus on meaningful indicators rather than 
exhaustive compliance checks. As the field continues to evolve, Fiene's work provides a 
robust foundation for future research and practice, particularly in further validating the 
Regulatory Compliance Scale and exploring the optimal implementation models for his 
theoretical framework. Practitioners and policymakers are encouraged to consider 
adopting the principles and models developed by Fiene to enhance their regulatory 
practices and ultimately improve the quality and safety of the services they oversee. 
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