While both Fiene’s Theory of Regulatory Compliance (TRC) and Cost-Benefit Analysis
(CBA) aim to optimize systems, they prioritize different outcomes. CBA is primarily concerned
with financial efficiency, whereas TRC focuses on risk-based effectiveness.

Key Differences in Approach

Feature Fiene's TRC Cost-Benefit Analysis (CBA)

Primary Unit Safety & Risk Units: Probability of Monetary Units: Dollars spent vs.
harm vs. compliance levels. dollars saved/earned.

The Finding the "Sweet Spot” where safety  Finding the Net Present Value

"Efficiency” is maximized before the administrative ~ (NPV) where the financial benefit

Goal burden hurts quality. outweighs the cost.

Handling Argues 100% compliance is Argues 100% is only worth

100% inefficient and creates diminishing pursuing if the marginal cost is
returns for quality. less than the marginal benefit.

View of Quality is the dependent variable; Quality is a "utility" that must be

Quality compliance is the floor that supportsit. quantified and monetized to be

measured.

Where Fiene’s TRC Evolves Beyond Standard CBA

In a traditional Cost-Benefit Analysis, a regulator might ask: “Is the $500 cost of a fire inspection

worth the $1,000 in prevented fire damage?"

Fiene’s TRC adds a statistical layer that CBA often misses:

1. The Predictive Power of Indicators: TRC uses Key Indicators to prove that checking 10

specific rules yields the same safety outcome as checking 100 rules. In economic terms, this
identifies a massive surplus of efficiency that standard CBA might overlook by treating all rules
as equally necessary.

2. The Hidden Cost of "Perfection": TRC identifies the opportunity cost of over-regulation. Fiene
demonstrates that when a provider spends too much time on 100% paperwork compliance, the
"cost" is a measurable dip in child development outcomes.

3. Non-Linearity: Standard CBA often assumes a linear relationship (more money = more safety).
Fiene’s Diminishing Returns curve shows that after the "Sweet Spot," the relationship
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becomes inverse, meaning more regulation can actually make a program less safe or lower in
quality.

The "Nobel" Connection

If Fiene’s work were to reach the Nobel level, it would likely be for this specific contribution: proving
that in human services, maximum compliance does not equal maximum social welfare. This
challenges the fundamental assumption of Regulatory Economics that more oversight always leads
to higher adherence, which in turn leads to better public outcomes



