
 Fiene’s Theory of Regulatory Compliance

Moving from Comprehensive Inspection to Statistical Prediction

1. Introduction

In the realm of administrative law and public administration, specifically within human services
licensing (such as child care, residential facilities, and adult care), the traditional model of
monitoring has been "comprehensive inspection." This model assumes that to ensure safety, a
licensor must inspect every regulation, at every facility, every time.

Dr. Richard Fiene, an experimental psychologist and researcher associated with the National
Association for Regulatory Administration (NARA), challenged this assumption. Fiene’s Theory of
Regulatory Compliance posits that compliance is not a linear function where "more rules checked
equals more safety." Instead, it argues that regulatory agencies can ensure equal or greater safety
by focusing on a statistically validated subset of rules and weighting them by risk.

This theory forms the intellectual backbone of Differential Monitoring and has revolutionized how
governments manage licensing and oversight.

2. The Core Thesis: The "100% Fallacy"

Traditional regulatory systems operate on the belief that 100% compliance with all regulations is the
only acceptable standard and that every rule is equally important to the outcome. Fiene’s research
revealed two critical flaws in this thinking:

1. The Plateau Effect: Data indicates that once a facility reaches a certain threshold of
compliance (often termed "substantial compliance"), pushing for 100% technical compliance
does not yield statistically significant improvements in program quality or safety outcomes. In
fact, an over-focus on minor technicalities can sometimes degrade program quality by
distracting staff from caregiving.

2. Predictive Redundancy: Many regulations are highly correlated. If a facility complies with
Rule A, they are statistically 99% likely to comply with Rule B. Checking both is an inefficient
use of resources.

3. The Two Pillars of the Theory

Fiene’s theory is often visualized as a matrix or interaction between two distinct
methodologies: Key Indicator Systems (KIS) and Risk Assessment (RA).

A. Key Indicator Systems (The "Predictors")

This is the statistical engine of the theory. A Key Indicator System identifies a small subset of
regulations (often 8–15 rules out of hundreds) that serve as bellwethers for the entire regulatory
set.



Analogy: Just as an economist uses "housing starts" to predict the health of the entire
economy, a licensor can use specific rules (e.g., "staff background checks" or "child-to-staff
ratios") to predict a facility's overall compliance.

The Methodology: Using the Phi Coefficient ( ), researchers analyze historical inspection

data to find which rules have the highest correlation with overall high compliance. If a facility
passes these "Key Indicators," they are statistically likely to be in compliance with the rest of
the rules.

B. Risk Assessment (The "Criticals")

While Key Indicators predict compliance, Risk Assessment prevents harm. Not all rules are created
equal. A rule regarding "administrative record-keeping" does not carry the same weight as a rule
regarding "safe storage of toxic chemicals."

Weighted Risks: Regulations are categorized by the severity of the potential negative
outcome (e.g., Immediate Danger vs. Administrative Non-Compliance).

The "Stepping Stone" Concept: Fiene’s theory suggests that high-risk violations are often
preceded by a pattern of lower-risk violations, but the monitoring system must prioritize the
high-risk elements ("Critical Rules") above all else.

Summary: Key Indicators ask, "Is this a good facility?" Risk Assessment asks, "Is this a

safe facility?" Fiene’s Theory combines them.

4. The Theory in Practice: Differential Monitoring

The application of Fiene's Theory results in a policy framework known as Differential
Monitoring. This moves agencies away from a "one-size-fits-all" approach to a logic-based
allocation of resources.
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The Formula for Resource Allocation

While not a rigid mathematical law, the conceptual formula for efficiency in Fiene's model can be

expressed as:

Where:

= Efficiency of Monitoring

= Key Indicators (Predictive rules)

= Risk Assessment (Critical safety rules)

= Total Regulations

By reducing the numerator (focusing only on KI and RA), the agency maximizes efficiency without
sacrificing the validity of the monitoring.

5. The Relationship Between Compliance and Quality

One of the most profound aspects of Fiene’s work is the study of the relationship
between Compliance (C) and Program Quality (PQ) (often measured by scales like ECERS/ITERS

in child care).

The Linear Phase: Initially, as a facility moves from low compliance to substantial compliance,

program quality scores rise linearly.

The Threshold: Once compliance hits a "substantial" level (often high 90s%), the relationship
changes.

The Ceiling: Further increases in technical compliance do not result in higher program quality.
This validated the idea that inspectors should focus on helping low-performing facilities reach
substantial compliance, rather than nitpicking high-performing facilities.
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Based on the most current literature in regulatory science and Dr. Richard Fiene's recent work
(often referred to as TRC+ or the Theory of Regulatory Compliance 2.0), the "next logical step"

is the transition from Differential Monitoring (a static, recurring model) to Predictive Regulatory
Science (a dynamic, real-time model).

This evolution moves beyond simply asking "How often should we inspect?" to asking "How do we
measure compliance more precisely?" and "Can we predict failure before it happens?"

The next phase of the theory focuses on three specific advancements:

1. The Measurement Shift: Nominal to Ordinal

The most immediate next step for the theory is fixing the data itself. Historically, regulatory data
is Nominal (Pass/Fail). A facility is either in compliance or it isn't. This creates a "cliff edge" where a

minor infraction looks identical to a major failure in the data.

The logical evolution is the adoption of the Regulatory Compliance Scale (RCS).

Current State: Binary (0 or 1).

Future State: Ordinal (Likert Scale).

The Logic: Instead of just marking a rule as "violated," inspectors rate the degree of
compliance (e.g., 1–7 scale).

1 = Low Compliance (Systemic failure)

4 = Substantial Compliance (Minor technical issues)

7 = Full Compliance (Exemplary)

Why this matters: This allows algorithms to distinguish between a "bad apple" facility and a

generally good facility having a bad day, enabling far more nuanced predictive modeling.

2. The Integration of "Do Good" vs. "Do No Harm"

Fiene’s earlier work focused heavily on "Do No Harm" (safety/risk). The next logical step
is Integrated Monitoring, which mathematically links Licensing (safety) with Quality (outcomes).

The Problem: Currently, Licensing agencies (Safety) and Quality Rating Systems (QRIS) often
operate in silos. A facility might fail a licensing inspection but get 5 stars on a quality rating,

confusing consumers.

The Solution: The theory now proposes a single algorithmic score that balances Risk
Assessment (RA) rules with Program Quality (PQ) standards.

The Formula Update:

This creates a unified "operating license" that reflects both safety and educational/care
quality, preventing the "compliance plateau" where facilities stop improving once they meet
minimum safety standards.

Performance = ​

TotalStandard
(SafetyCompliance × RiskWeight) + (QualityScore)



3. AI and "The Digital Inspector"

The most futuristic "next step" currently being discussed in regulatory science circles is the move
from Key Indicators (which are calculated retrospectively every few years) to Real-Time

Predictive Analytics using AI.

Static (Old Way): "We analyzed data from 2020–2023 and found Rule 4 is a predictor. We will
check Rule 4 in 2024."

Dynamic (New Way): An AI model ingests inspection data as it happens. If a facility triggers a

specific low-level violation (e.g., "incomplete staff files"), the AI immediately flags a high
probability of a future critical violation (e.g., "unqualified staff present") and auto-schedules a

targeted inspection.

Automated Triage: This moves the Key Indicator system from a "policy checklist" to a "live
dashboard" that directs inspector resources daily based on emerging risk patterns, much like
credit card fraud detection.

Summary: The Evolutionary Timeline
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