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Federal agencies use different types of regulatory models * to manage complex issues they are mandated to address.  The models are designed to incorporate sufficient complexity and variety to match the complexity and variety of the problems/issues they face.  The models are designed differently because of the different characteristics that define their particular milieu; and hence shape the regulatory model itself.

*Regulatory is used in the broad sense of management approaches.

In designing regulatory models four framing questions can be addressed in order to determine the basic design of the model:

· Who is the regulator? – The continuum ranges from one centralized regulator to dispersed regulators.  This is often not a settled question.  Depending upon one’s perspective on the problem, it may be perceived as international, national, regional or local.  The question of who regulates or manages the problem, is a function of how power to address the problem is dispersed.   To illustrate: In the case of determining who decides on educational standards for U.S. students, the regulatory model is  negotiated through collaboration between national, state and local governance; and the pendulum tends to swing in one direction or another based on the sentiment of the populace.

· What are the decision rules? What are the criteria that determine how the regulator designs strategies to solve the problem at hand?  These alternatives include, but are not confined to:
· Risk-based – Resources and strategies are designed to address the highest priority risks first – Illustration:  The U.S. Border Patrol focuses their border protection assets at the Southwest Border where incidents of illegal activity are the highest
· Equity based – Resources are allocated proportionately based on a total population metric:  Illustration:  Many categorical grants sent to states are prorated on a per capita basis
· Stabilization based – Strategies are based on long-term sustainability of outcomes.  Illustration:  Federal Reserve monetary policies on interest rates and ‘quantitative easing’ are based on intended long term sustainability of the U.S. economy
· Return on investment based – Strategies targeted toward maximizing return on a Federal investment.  Illustration:  NOAA’s Marine Resources Programs designs fishery management strategies to balance short term return on investment by the domestic fishing industry with long term optimum sustainable yield of each fishery.

· At what level is the problem perceived and being addressed?
· Technical 
· Managerial
· Political
· Cultural
One of the key challenges in designing an appropriate Federal regulatory model to manage a public issue is that the model must incorporate a technical, managerial, political and cultural component.   To illustrate, technical solutions to managing air quality have been stipulated by emission standards recommended by EPA scientists.  The standards must be mediated, however, by: managerial considerations in terms of industry’s ability to gear up for such standards; the political will of the current administration and Congress to pursue such standards; and the cultural context in which standards are accepted or rejected.
· What are the characteristics of the operating environment? – Is the environment stable and predictable; discontinuous, circular and complex, but in which deep patterns can be defined; or entropic with the possibility of discerning trends toward a disaggregated end state?  Each cell in the table below requires a different regulatory approach.  The LRV model design should consider the complexity of the management challenge, and the level at which the model is being applied
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Access to increasingly sophisticated information access, analysis and prediction increases the capacity of the regulatory model to absorb complexity.  Regardless of the combination of characteristics that are appropriate for the regulatory model to address a specific problem, the level of sophistication of information access, analysis and prediction will determine the degree of variety absorption in the regulatory model.

Summary
Asking the appropriate questions about the regulating entity’s operating environment is a prerequisite to establishing meaningful requisite variety in the regulatory model.
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LRV Strategies  Federal 

Regulator

Environmental Complexity

Stable, predictable, amenable to 

comprehensive-rational 

management 

Discontinuous, complex, circular, 

but underlying patterns may be 

discerned

Entropic - possible ability to 

predict progress toward 

disaggregated end state

Technical U.S. Customs and 

Border Protection

Identify U.S. Customs and 

Border Protection auto 

mechanics training requirements 

based on features of new car 

models

Incorporate non-traditional feedback 

mechanisms and 'peripheral vision' 

to anticipate new developments in 

automobile technology that will 

shape future training needs

Develop exit strategies for auto 

mechanics who are unwilling or 

unable to keep pace with new auto 

technologies

Managerial Food and Drug 

Administration

Recruit and train chemists, 

physicians and pharmacologists 

into FDA based on prevailing 

trends in new drug development 

by the pharmaceutical industry

Consult with drug manufacturers 

early in the drug R&D process to 

anticipate possible emergence of 

breakthroughs in new chemical 

entities

Re-envision role for FDA in 

protecting consumer safety in the 

event that  the new drug review 

function is privatized

Political Department of the 

Interior – Indian 

Education 

Program

Arrive at negotiated agreement 

between Federal, state and Tribal 

leaders on standards of learning 

in Indian schools 

Build issue networks among 

Federal, state and Tribal leaders to 

capture and address emerging 

educational issues

Establish a regulatory model 

based on arriving at incremental 

agreements among stakeholders 

who cannot agree on long term 

educational goals

Cultural Department of 

Health and 

Human Services

Leverage buy in from millennials 

in continuing to strengthen anti-

smoking strategies 

Develop a mediation mechanism in 

developing a shared solution to 

smoking issues among competing 

cultures – e.g., millennials, 

generation Xers and baby boomers

Since no single demographic 

culture exerts influence on 

smoking outcomes, rely on market 

forces to determine end state


