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A Little Background:
Theories of Compliance

Ü Theory 1: It’s all about the bottom line.
Ü People do what is in their best interest. For 

regulated entities this means maximizing profits. For 
employees this could mean maximizing their 
paycheck or minimizing their effort.

Ü Theory 2: It’s the right thing to do.
Ü People want to follow social norms, including 

playing by the rules. For regulated entities, as long 
as a regulation is seen as legitimate this means 
trying to comply. For employees this means doing 
what you have been told to do by someone 
whose authority your respect.



If it’s all about the bottom line…

Ü Companies will comply if compliance is less 
expensive than violating the regulation.

Ü The cost of compliance may include not only 
process changes, but also cultural changes.

Ü When is compliance less expensive?
Ü When the chance of a violation being detected is 

high AND the fine associated with a violation is 
high relative to the cost of compliance.

Ü OR When the chance of a violation being 
detected is high AND the public reaction 
(consumers or investors) to a violation is high 
relative to the cost of compliance.



If it’s about the bottom line, 
deterrence is the key to compliance…

Ü Deterrence is the combination of the perceived
likelihood of a violation being detected and the 
expected fallout from that detection.
Ü What affects the perceived likelihood of 

detection?
Ü What affects the expected fallout?

Ü Deterrence can be directed at a number of 
different “actors”.
Ü Company leadership, plant managers, line 

workers.



Lots of evidence that “classic” 
deterrence works

Ü Social science analyses repeatedly find that 
regulated facilities adjust subsequent 
environmental behavior following inspections 
and sanctions (specific deterrence), or 
increased threats of inspections and sanctions 
(general deterrence).
Ü Federal deterrence may have a stronger effect 

than state, although the evidence is limited.
Ü More formal enforcement also seems to have a 

stronger effect than informal.



But classic deterrence is expensive…

Ü You need more FTEs and more dollars in the 
budget to increase the number or intensity of 
inspections.

Ü The same is true for increasing the severity of the 
penalty – the more formal the sanction and the 
higher the penalty, the longer it will take to work 
through the enforcement process and the more 
it will cost in FTEs and dollars.



Opportunities to try some more 
“innovative” approaches to increasing 

deterrence

Ü Influencing perceptions.

Ü Leveraging third parties.

Ü Employing new technologies.

Ü Reimaging processes.



Influencing Perceptions about 
Detection and Consequences

Ü Perceptions depend not only on past experiences but 
also on what other similar facilities have experienced.

Ü Increased transparency about monitoring and 
enforcement efforts across the state can alter 
perceptions about deterrence levels.
Ü Websites and social media can be used to more 

frequently update the regulated community about 
efforts, highlighting the number of inspections each 
week or month, different sectors involved, as well as 
the number and types of sanctions and penalties 
imposed.

Ü Of course there is the possibility that facilities are 
overestimating deterrence, so providing accurate 
information in such cases could decrease 
deterrence.



Leveraging Third Parties to Increase 
Deterrence

Ü Third parties can help to increase likelihood that a 
violation is detected if they are empowered to help 
monitor environmental performance.
Ü For example, the Virginia Citizen Water Quality Monitoring 

Program trains volunteer groups to monitor waters regulated 
under the CWA

Ü Consumers and investors who care about the 
environment will stop buying from or investing in 
companies that they know are in violation.
Ü Social science evidence shows that information disclosure 

about environmental performance affects stock prices and 
consumer demand.

Ü Key is that the information must be accessible to the third 
parties – top ten lists, press releases, media stories, Rhode 
Island’s E-Enterprise tool for NPDES status



Employing New Technologies to 
Increase Deterrence

Ü New monitoring technologies can help decrease 
the cost of detecting violations, particularly as 
screening devices.
Ü Tennessee uses technology to monitor the 

radiation levels from dump trucks entering its low-
level radioactive waste management facility and 
flag trucks for additional monitoring.

Ü Handheld devices can be used to quickly monitor 
air and water quality in the field to identify the 
need for more focused sampling.

Ü Computer programs can be used to identify self-
reports were the data appear to be incorrect or 
falsified.



Reimagining Processes and Programs 
to Increase Deterrence

Ü In some cases, existing processes or programs may 
need to be modified to take advantage of some of 
these opportunities.
Ü For example, including fenceline concentration levels 

in air permits so that third parties can easily monitor 
environmental performance.

Ü Other efforts may be focused on increasing cost-
effectiveness.
Ü For example, Oregon has an expedited enforcement 

order (EEO) that combines a notice of violation, civil 
penalty, and compliance order in one document. To 
incentivize the regulated entity to to accept the EEO 
rather than use the traditional process which allows 
for negotiation, the penalty is lower than it would be 
under the regular process. 



What if companies do want to 
“do the right thing”?

Ü This can also require a culture change, because 
its not enough that the CEO wants to comply, all 
staff must be on board with complying.

Ü There might also be companies that feel that 
only some regulations are legitimate – thus they 
may think it’s the right thing to comply with only 
parts of the law.
Ü Regulations that are seen as unfair or useless may 

not be considered legitimate.



For companies that want to do 
the right thing…

Ü Education is the key – because it’s not enough 
to want to comply, you need to know how to 
comply.

Ü Sometimes it’s clear that you don’t know what to 
do – when you find the regulations confusing.
Ü In that case, compliance assistance is the answer 

as regulated entities or plant managers can ask for 
help.

Ü It’s trickier if you think you are in compliance but 
you are not – you don’t know enough to ask for 
help.



Evidence that “classic” compliance 
assistance works is mixed

Ü Compliance assistance is politically very appealing as 
both parties tend to support it.

Ü While anecdotally there are many people who 
believe compliance assistance has a significant 
impact, it is hard to measure its true impact across all 
regulated facilities.
Ü Social science analysis of how well compliance 

assistance works and what types are most effective is 
very limited and the results are mixed.

Ü While inspections and penalties increase both 
specific and general deterrence, compliance 
assistance generally does not generate spillovers.



Compliance Assistance has already 
adopted a number of “innovative” 

approaches to increasing education
Ü Compliance assistance programs at both the 

federal and state level have done a good job in 
leveraging third parties (trade associations, 
universities, etc.) to help reach regulated 
facilities.

Ü There is a wealth of technical assistance 
available through the internet in the form of 
webinars and interactive programs for various 
regulations and types of regulated facilities.



Other Innovations May Require 
Reimagining Compliance Assistance 

Ü One innovation that has worked in many instances if 
making the assistance or education mandatory.
Ü NH Hazardous Waste Certification program requires 

staff from all generators to attend program and get 
certified. 

Ü Colorado mandatory self-certification program for 
hazardous waste small quantity generators requires 
facilities to complete a mandatory checklist.

Ü Compliance assistance may need to be combined 
with more traditional deterrence in other ways.
Ü Carrot and stick approach.



Ü If you have any questions about today’s 
presentation or would like further information 
about any of the studies mentioned today, feel 
free to contact me at slstaf@wm.edu.

http://wm.edu

