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Abstract
Studying compliance, in terms of the business responses to legal rules, is notoriously difficult. This paper focuses on the
difficulty of capturing the behavioral response itself, rather than on difficulties in explaining compliance and isolating particular factors of influence on it. The paper argues that existing approaches to capture such compliance, using surveys and
governmental data, run the risk of failing to capture compliance as it occurs in the reality of day-to-day business responses to
the law. It does so by means of a unique ethnographic approach to study compliance. Drawing from data of deep participant
observation about responses to legal rules in two small businesses, the paper finds that in this context there is Compliance
Dynamism. This means that compliance varies for different rules, it varies over time, and businesses learn from one response
to the law to the next on a daily basis. Compliance is also situational, and there is an Indirect Observer Effect, where the
way compliance is measured, especially when using data derived from inspections, shapes what compliance is observed
and what is not. Therefore, compliance should be captured not as a singular state but as a string of reiterative processes that
occur in their situational context. And this fundamentally challenges most existing methods to capture compliance and thus
our understanding of what compliance occurs and what may shape it. In its conclusion, the paper draws out the implications
this has for studies that seek to find simple and usable findings about compliance.
Keywords Compliance · Methods · Ethnography

Introduction
Compliance, under a broad definition, concerns the interactions between legal or social norms on the one hand and
human and organizational behavior on the other (Van Rooij
2012). Now that compliance has become a vital concept in
academic study and legal and regulatory practice, the measurement of compliance itself is of the utmost importance.
Any discussion about whether punishment (Simpson et al.
2014; Nagin 2013), ethical codes (Kaptein 2011; Kaptein
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and Schwartz 2008), compliance management procedures
(Krawiec 2003; Parker and Gilad 2011; Parker and Nielsen
2009c), whistle blower protection (Lee and Fargher 2013;
Macey 2007; Moberly 2012; Near and Miceli 1995, 1996),
procedural justice training (Tyler 1997, 2006; Tyler and Darley 1999; Nagin and Telep 2017), shaming (Van Erp 2008,
2011; Karpoff et al. 2008a, b; Braithwaite 1989), behavioral
ethics (Feldman 2018) or social norms interventions (Cialdini 2007; Cialdini and Goldstein 2004; Gneezy and Rustichini 2000; Keizer et al. 2008, 2011) in the end boils down
to understanding how targeted actors respond to the law.
Because this entails studying illegal behavior, and behavior
that is often not easily visible or observable it fundamentally
challenges measurement and study.
The purpose of this paper is to focus on the challenge
on how to measure compliance, and how best to capture
how businesses respond to rules. It offers an ethnographic
approach to capture compliance as behavioral responses to
legal rules that occur in the day-to-day environment of small
businesses. Here, it offers some important points of departure from existing approaches to compliance. The two most

13

Vol.:(0123456789)

580

important approaches to study compliance use surveys or
governmental data.
Survey compliance research uses either self-reported (e.g.
Parker and Nielsen 2009b, c; Braithwaite 2003a; Braithwaite
et al. 2007; Thornton et al. 2005) or factorial surveys (Fine
et al. 2016; van Gelder and de Vries 2013; Van Rooij et al.
2017). These surveys allow for a good understanding of
how actors that are targeted by the law themselves report
how they have actually complied (in case of self-reported
surveys) or would comply (in case of factorial surveys
using vignettes). As such, their findings are generalizable to
actual behavior, and because of the potential large number
of respondents and relative low costs, they can be organized
in a manner that is representative of a larger population. And
upon using statistical analysis, the studies result in understandable and usable findings about particular influences on
compliance. Factorial surveys using hypothetical scenarios
that respondents are asked to respond to have the added benefit over self-reported behavioral surveys in that they can use
experimental design and get to an understanding of causal
mechanisms (cf. Rorie et al. 2018).
Another body of compliance work uses governmental
data on regulatory offenses, derived from inspections or
audits (e.g., Short and Toffel 2008; Ko et al. 2010). These
studies have the same attractiveness as surveys in that they
have large amounts of data concerning real actors and with
similar statistical findings offering clear patterns and guidance on what shapes compliance. Their advantage over surveys is that the governmental data concern real violations
of the law rather than self-reported or hypothetical ones.
Their disadvantage is that governmental data only allow an
insight into a limited amount of variables that may influence compliance and not into personal traits, perceptions,
or cognitive or organizational processes of people whose
compliance behavior is studied.
Existing compliance studies have a number of limitations.
Self-reported surveys of compliance inherently suffer from a
reporting bias due to self-presentation concerns, as respondents are reluctant to report on their illegal behavior (cf.
Elffers et al. 1987, 1992, 2003; Elffers and Hessing 1997).
Moreover, surveys asking about past conduct may suffer
from a cognitive bias as people may simply not remember
what they did exactly due to unawareness of their behavior
at the time it occurred or memory decay (Elffers et al. 1987).
Factorial surveys, while trying to overcome sensitivity by
means of hypothetical scenarios, may still suffer from reporting bias, as respondents may not be willing to admit that
they would engage in illegal behavior, even if it is hypothetical. Moreover, responding to hypothetical scenarios may not
reflect actual behavior and thus lack in external validity (cf.
Rorie et al. 2018).
Governmental data, finally, while not suffering from
respondent biases, have their own inherent limitations in
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terms of accuracy. Many forms of regulatory compliance
are hidden and hard to detect. Think, for instance, about tax
evasion, accounting fraud, illegal pollution discharges, or
occupation health violations. In cases where the compliance
behavior is hard to discover and requires a strong inspection or audit capacity, the number of offenses found may not
reflect the actual number of offenses that existed. And even
worse, in case the compliance study seeks to understand the
effect of inspections on compliance, its usage of inspection
data as an indicator of compliance becomes endogenous, as
compliance itself is measured through inspections.
The present study focuses on an unexplored and fundamental problem that existing approaches to capture compliance have—their focused and static nature. Surveys and
governmental data allow only snapshots of the actual compliance processes as they take place in businesses on an everyday basis. Most surveys measure compliance only at one
point in time, and with a focus on a few selected legal rules.
And some surveys, with longitudinal design, may repeat
questions a couple of times, a year or more after the first
survey was conducted (e.g., Wenzel 2005; Gray and Scholz
1993). Governmental inspections and audits similarly focus
on particular legal rules, with each type of government body
being responsible for enforcing a particular set of rules, and
with priorities for detecting higher risk violations. And due
to limited inspection capacity, governmental data, while covering longer periods of time, only offer insights into compliance as it occurs on set intervals only when there were audits
or inspections conducted.
The present study seeks to understand what happens
when we use an ethnographic method to study compliance
as it occurs on a daily basis within regulated businesses. This
approach allows for an understanding of compliance from
the bottom-up, which captures the behavioral responses to
a multitude of legal rules as they occur over a prolonged
period of time. This study will illustrate this ethnographic
approach by analyzing data derived through a three-year
study on participant observation carried out in two restaurants in China.
The core focus of the paper is thus methodological on
understanding how we can capture compliance (business
responses to the law). It does not focus on explaining compliance and analyzing the many potential influences on the
behavioral responses we found. There is a thorough literature across criminology, psychology, organizational and
management science, public administration, sociology, and
anthropology, which addresses these issues, some of which
we have highlighted at the start of this paper. The focus on
capturing compliance is of course highly relevant for any
study of influences on compliance, as it concerns the main
dependent variable in such studies.
The study’s core argument is that there is Compliance
Dynamism. This means that compliance varies for different
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rules, it varies over time, and businesses learn from one
response to the law to the next on a daily basis. Compliance
is also situational, and there is an Indirect Observer Effect
(similar to quantum physics), where observing compliance,
especially by enforcement authorities, changes it. Methodologically, this means that compliance from this perspective
should be captured not as a singular state but as a string of
reiterative processes that occur in their situational context.

Ethnographic Approaches and Methods
This paper uses an ethnographic approach to study compliance. Here, it draws inspiration from the few earlier ethnographic compliance studies that exist (Lange 1999; Hutter
1997; Gray 2006, 2009; Heimer 1999; Falk Moore 1973;
Vaughan 1997; Mascini and Wijk 2009). These studies
show how complex compliance truly is, and how limited
approaches that simply seek to understand compliance as a
causal mechanism are between selected variables (i.e., deterrence, costs of compliance, social norms, and procedural
justice) and measurements for law-abiding behavior.
This paper draws on three core insights into the nature of
compliance from these ethnographic studies. The first is the
recognition that compliance entails a plurality of norms and
behaviors rather than just the simple matching of one particular behavior to one norm. The second is to see compliance as a process rather than as a static situation. The third
insight is that compliance is not binary (in terms of violation
or compliance) and is even hard to measure in a number, but
rather requires capturing in language. Here we shall discuss
these insights and how this paper intends to extend on them.

First Extension: Capturing Compliance Behavior
Ethnographic accounts of compliance show that the law will
leave discretion and thus what becomes seen as compliance
is a social construct based on interpretation and interaction
by the regulator and regulated (Lange 1999; Hutter 1997).
This is a fundamental critique on studies that seek to study
compliance by looking at whether particular behavior conforms with a particular legal norm (Parker and Nielsen
2009a). In response to this critique, a body of qualitative
studies have focused on how compliance processes shape the
meaning of law (Talesh 2009, 2015; Edelman et al. 1991a;
Edelman and Talesh 2011; Lange 1999). And while this is a
very important question, it does move away from the behavior itself and the way through which the law may or may not
shape behavior.
Here, we agree that compliance, especially as we study
it here as a series of processes and involving multiple legal
rules, cannot be captured in pre-determined binary notions
of compliant or noncompliant or even gray scales along
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those lines. Yet we do not agree to then focus our study
simply on how actors interpret the meaning of law (cf.
Edelman 1992; Edelman et al. 1991b; Edelman and Talesh
2011; Lange 1999), and forget about behavior, or simply
no longer qualify or label the behaviors found.
There are many legal rules that are not open for interpretation (Ubink 2008). For these rules, the issue is not so
much to find out how they are interpreted and how regulatory interaction shapes the meaning of law. The core
issue for studying compliance of businesses that face a
multitude of such clear rules (as we do here) and whose
behavior may change over time is to study the behavioral responses in a fine-grained manner as far as possible.
So rather than determining a firm’s compliance in overall
binary terms compliance, or percentage of compliance, we
propose to capture the behavioral responses as they occur
for different rules at different points in time.
The resultant picture will evidently be complex, unless
one simply wants to capture any firm that at any point
for any rule has broken the law as noncompliant, which
naturally will lead to most firms being seen as in violation. To allow for analysis and discussion, it is therefore
vital to somehow group or capture such heterogeneous
responses to the law. To develop such classification, we
shall draw inspiration from work that has tried to characterize regulated actors and their motivations. We shall
see for instance whether work on motivational postures
that psychologically captures the different ways regulated
actors respond to regulators and rules can be used to differentiate the nuances between the behavioral responses
we see (for instance, whether we see a game-playing form
of compliance, committed compliance, or resistant compliance) (Braithwaite et al. 1994, 2007). Moreover, we shall
see whether we can capture the compliance behaviors by
drawing on the classifications used in environmental governance studies to show the level of proactiveness that
firms have in developing compliant management practices
(Gunningham and Sinclair 2002). And finally, we shall
look at whether classifications used for how people see
the function of state regulators (Gray and Silbey 2014) can
help us to classify the behavioral responses to legal rules.
All of this will then produce a more nuanced form to
capture the nuance of compliance behavior, by capturing
the different behaviors found in the regulated organizations
in light of the legal rules as they are understood in practice, and second seeking to classify this complex of behaviors by means of the labels that capture the adjectives that
describe the motivational context, proactiveness, and sort
of relationship with regulators. All these things mean that
the study of compliance must look beyond measurement
and numbers, and also use language to capture compliance
behaviors and processes as accurately as possible.
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Second Extension: Polynormativism
Existing compliance ethnographies also show the polynormative nature (cf. Riggs 1964; Griffiths 1986; Merry 1988;
Von Benda-Beckmann 2006) of compliance, indicating that
in reality there are many norms at play in shaping behavior. Sally-Falk Moore (1973) has, for instance, studied the
influence of legal norms on behavior both in the case of
the garment industry in New York City and coffee farmers
in Tanzania. In both cases, she shows how the law’s influence on the behavior is mediated through what she terms
the Semi-Autonomous Social Field. With this, she indicates
that the field that the behavior, which the law seeks to shape,
exists in can itself “generate rules and symbols internally”
(p. 720), and thus resist the influence of outside legal norms
(Moore 1973).
Similarly, in her study of neonatal intensive-care units,
Carol Heimer found that legally mandated institutions in
hospitals tasked to implement the law had to compete with
medical norms of the hospital staff, and familial norms of
the families of children treated (Heimer 1999). She argued
that in such competition, the medical hospital staff, because
of their continued presence and experience for making
relevant decisions, played the most important role in this
rivalry. She found that hospital staff would only in earnest
adopt legal norms that were directly useful to them, and
would ignore or resist other legally mandated procedures
and practices. For the legal procedures then to successfully
influence the neonatal intensive care units, they had to adapt
to the practices, interests, and even time-table of the hospital
staff (Heimer 1999).
Or we can draw on Vaughan’s detailed work of how
organizational norms and values developed at NASA that
created a “normalization of deviancy” that ultimately caused
the Space Shuttle Challenger explosion (Vaughan 1997).
The second extension to the existing ethnographic compliance literature is the present study’s deeper look at how
a broader focus of relevant legal rules plays a role in the
compliance processes. In most prior studies, polynormativity
centered on the existence and interaction between a select
legal norm and the social norms of the organization that
it targeted (i.e., Moore 1973; Heimer 1999). Regardless of
their rich and interpretative analysis, existing compliance
ethnographies still mostly focus on understanding one set of
particular legal norms (such as environmental rules, occupational health and safety, or land protection rules).
This study sees a broader form of polynormativity within
the legal system itself. Nowadays with the development of
highly complex regulatory legal systems people all face a
multitude of legal rules that regulate their behavior. This is
especially clear for businesses who must comply with laws,
ranging from taxation to occupational health, from accounting to environmental protection. Polynormativism is not
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just a matter of the coexistence of legal and other norms,
but also the coexistence of multiple legal norms. And these
rules may well make conflicting demands. Maxwell et al.
(2011) have, for instance, identified five sets of compliance
requirements that appear to conflict in software compliance,
most notably conflicts between the U.S. Health Insurance
Portability and Accountability Act (HIPAA) and other laws.
For instance, “under HIPAA, a covered entity may charge
a reasonable, cost-based fee when providing copies of PHI
to an individual, whereas in 29 CFR 1910.1020, employers
must provide the first copy of an employee’s medical record
free of charge” (p. 204).
And as such, compliance does not entail the response to
one particular legal rule but the response to a large number
of legal rules. Just as there can be an interaction between a
legal rule and the social and organizational norms that can
resist it (Heimer 1999; Moore 1973), there can also be an
interaction between how people and organizations respond
to one rule and how they do to another. In a psychological
study of rule violation, Keizer and colleagues, have shown
that there is a contagion effect, where observing violation of
one rule, also makes people more prone to violate another
rule (Keizer et al. 2008). What we seek to understand here is
similar but different, how do the experiences companies have
in responding to one set of rules influence their responses
to other rules. We expect that in these processes there will
be learning effects, where our experiences with regard to
one legal rule shape the way we think we must or can act in
response to another.

Third Extension: Compliance as process
The existing ethnographic studies show compliance as a
series of processes, most notably the encounters between
regulators and regulated, during which they develop perceptions of each other (Mascini and Wijk 2009), during
which games of hide and seek are played out as regulated
actors learn to evade and obstruct (Gray and Silbey 2014),
and during which regulators and regulated actors come to
understand what is and what is not acceptable (Lange 1999;
Hutter 1997). And while some have sought to try and find a
sequence and order in such process trying to theorize steps
from legal rule to final compliance decisions and behavior
(Henson and Heasman 1998; Chemnitz 2012), we know
that such clear linear sequence will often not exist as, for
instance, social norms and existing behavior will shape how
people understand what the law is and what it demands of
them (Kim 1999; Darley et al. 2001).
This paper seeks to look deeper at the processual nature
of compliance, by expanding the time frame of such processual analysis. Most studies of compliance processes focus
on particular regulatory encounters between the regulated
actor and the regulated (i.e., Mascini and Wijk 2009) or on
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the duration of the participant observation (i.e., Gray 2002,
2006, 2009). This study seeks to lengthen this time frame to
analyze compliance behaviors and processes over the course
of the business cycle, both during the initial start-up phase,
as well as during daily operations during which the actual
participant observation was conducted. In doing so, it moves
beyond the study of the regulatory encounter, where regulated and regulators interact, and much deeper into the dayto-day behavioral responses as they occur in regulated firms,
which has been much less researched. It does so through
direct observation and interviews with managers, owners,
and staff to learn what happened during the earliest days
of compliance, and through direct observation and further
interviews for the everyday operations after. This is a vital
perspective as there are many legal demands that are only
made and checked during the start-up phase when companies have to apply for permits and other licenses, which get
much less scrutiny later in the business cycle. Also, there
may be path dependencies that originate from the first compliance behaviors during this start-up process, which get to
shape compliance down the road after it becomes fully operational. And finally, this approach allows us to understand
what happens once a firm has achieved compliance and to
what extent it can be maintained in day-to-day operations in
which compliance may require reiterated efforts.

Methods
The present study uses a mixed-method qualitative research
design. Its core method is that of the case study (Bennett and
Elman 2006; Gerring 2004). The case study is used to get an
in-depth understanding of the selected regulated actors, as
they are studied as comprehensive cases to be understood in
their operational complexity and their long-term historical
context. The paper has selected two restaurants as objects
of these case studies of compliance behavior. Restaurants
were selected because they are typical of a small business
organization that faces a myriad of rules, from business
administration to taxation, from fire safety to food safety,
from environmental protection to occupational health. Restaurants are also quite easily accessible and not too complex
as organizations to create extra complications that would
muddle the compliance analysis.
To gather data to understand compliance behavior in
the case studied, this paper relies on two core methods.
The first author conducted extensive participant observation (cf. Bernard 1995) by working as a waitress in both
restaurants, with the explicit permission of the owner and
workers to do so while conducting research. During the
extensive period of study, over 3 years, from May 2011 to
September 2013, she was able to observe in depth how different rules entered the business over a prolonged period
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of time and how owners, managers, and employees interacted with each other and with regulators in responding
to these rules. Also through 26 in-depth semistructured as
well as a multitude of short informal ethnographic interviews (cf. Bernard 1995; Bennett and Elman 2006), she
gained data about the processes that had occurred in each
business in its start-up phase to allow for an ever longer
view on how compliance processes had occurred there.
The data were recorded in meticulous fieldnotes, and then
coded and analyzed to understand different behavioral
responses to different rules over different periods of time.
The study has selected two restaurants in a provincial
capital in South-Western China. This selection was done
to understand compliance processes in cases that were
similar in size and business operations, but had very different owners, business philosophies, and organizational
cultures. During the extensive pilot period when extensive
interviews were conducted with the owners of these two
restaurants, it became apparent that their outlooks on their
businesses were truly opposed. As such, within the subset
of small restaurants in the city of study in China, these
two restaurants present extreme cases (cf. Seawright and
Gerring 2008), with one, an organic restaurant with an
idealistic owner who cares about food safety and the environment, and the other a profit-maximizing owner who is
always looking for ways to cut costs. Based on the extensive interviews with both owners the study has decided to
label the first restaurant the Idealist and the second one
the Profit-Maximizer. Using these labels makes it easier
for readers to distinguish the two restaurants and the two
business orientations that gave rise to them, as will be
explained in more detail below when presenting the data
about the two cases. One might think that by selecting
these two cases and by labeling the two restaurants as such
the study artificially stimulates the variability between
these two cases. However, an analysis of the data, as presented below does the exact opposite, it shows that when
viewing the full complexity of compliance responses as
they occur in daily practice there are remarkable similarities between the two cases.
With this method, this study does not claim to generalize to a broad population of restaurants, let alone business
or compliance in general. Rather it seeks to generalize
conceptually, by highlighting how compliance processes
take place when they are studied for a larger number of
rules and over a longer period of time in two similar businesses with very different business strategies and moral
outlooks, the moral-idealist versus the profit maximizing. It should be noted that the goal of the paper is not
to understand how the differences between these two restaurants explain differences in compliance, but rather to
see whether there are similar processes that play out in
different type of restaurants (Ragin 1987).
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Behavioral Complexity in Polynormative
Compliance
Our study covers two highly similar businesses, small
restaurants in China, with very different leadership and
business strategies. One, hereafter called the “Idealist,”
has an owner who is highly educated, and idealistic to provide healthy and good food. When she started her business
the Idealist owner was committed to comply with the law
and follow existing rules. The other restaurant, hereafter
called the “Profit-Maximizer,” has an owner who cares
only about cutting costs in order to achieve the highest
possible profit. The Profit-Maximizer owner was not committed to compliance when he started the business and was
only interested in generating the most income possible.
Yet, regardless of the differences in their leadership and
their moral and legal commitments we find a variation of
behaviors in both.
On the one hand, we see that the Idealist owner went
out of her way to go further than what the law demanded.
When she originally applied for her restaurant’s environmental license, the Idealistic owner intentionally installed
whole set of environmental protection facilities, including
oil-smoke purification system and oil filter in the sewerage
system, and the air capacity in oil-smoke purification system exceeded legal requirements to have a better capacity
to purify oil-smoke. She bought more (six) fire extinguishers than the fire department required (four) when applying
for the fire license. She also bought a high temperature disinfection cabinet that small and medium restaurants generally do not use due to high price, and which can disinfect
dishware at over 120 Celsius to ensure proper extermination of germs. And once she got the appropriate licenses,
she made sure that her restaurant did not just use cleaning
agents that met food safety standards for disinfectants, but
environmentally friendly organic products going beyond
environmental regulatory requirements.
Therefore, as we might expect from the Idealist owner,
these examples show a moral commitment to environmental
protection and food safety that goes well beyond the law.
They show a committed form of compliance (cf. Braithwaite
2003b; Braithwaite et al. 1994). They may lead us to believe
that this particular restaurant will generally comply with the
law because of the way the law matches the moral values
and strategies of the owner. And as such one could, based on
these first descriptions, try and label the Idealist restaurant
as a “leader” (Gunningham and Sinclair 2002) that operates
“beyond compliance” (Prakash 2001), or as “true believers”
to the regulatory requirements (Kagan et al. 2003). And as
such here seemingly, regulators are “allies” that aid the restaurant to achieve its goals of healthy and environmentally
sound food (Gray and Silbey 2014).
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However, this picture is not complete. Once we move
away from these examples, and look at how the Idealist restaurant responded to other legal rules, we get a much more
muddled picture. Once we bring in the fuller polynormative
picture of behavioral responses to a broader array of legal
rules, we find that the Idealist restaurant cannot be simply
captured in one category of compliance. For instance, this
well-intentioned restaurant, while consistently disinfecting small individual plates, failed to disinfect bigger tableserving plates, as the law clearly mandated. And while the
Idealist restaurant did obtain a license for draining its waste
water, it obtained this license only by using clean water,
rather than ordinary drainage discharges, to pass the tests
that were part of the application procedure. Moreover, the
Idealist restaurant went as far as fabricating its disinfection logs to fool food safety inspectors when they came to
verify legally mandated hygiene record keeping. The restaurant also used bought counterfeit quarantine certificates
to attest that pork in the restaurant met the legal standards.
And, although the Idealist tried to issue formal receipts to
all customers as it is required to do so under taxation law, it
would illegally reissue old receipts used earlier when they
ran out of formal tax receipts due to spikes in business. The
Idealist owner even tried to bribe fire safety regulators to
obtain a fire license, under the false belief that only bribery
would help them get that.
Therefore, here we get a very different picture of the Idealist restaurant. Rather than a committed complier, we see a
business violates the law and engages in game playing and
even outright resistance to the rules (Braithwaite 2003b), by
fabricating and faking compliance. This is not the behavior
of the good apple of the first examples, it is not the behavior
of a leader but more of a laggard (Gunningham and Sinclair
2002). In the examples, the owner acts as if the regulators
are threats and obstacles rather than allies (Gray and Silbey
2014).
The Profit-Maximizer restaurant shows a similarly muddled picture. As we would expect with an owner who cares
only about reducing costs and increasing income, this business has tried to cut legal corners where it can. For example, the restaurant illegally underreported its number of
employees to avoid higher cost when it applied for a business
license that charges more for larger businesses. Similarly, it
has underreported its revenue to evade tax when it applied
for its tax license. The Profit-Maximizer bought fewer (two)
fire extinguishers than legally mandated (six). And to still get
its fire licensem it simply sent in staged photos that showed
the right amount of fire distinguishers. And as another
example of some of its fraudulent compliance behaviors,
the Profit-Maximizer owner failed to send his employees
to do the legally mandated health checks, and was able to
still get them authentic health certificates obtained through
his informal connections. It installed a smoke purifier when
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applying for its environmental license, but the purifier was
not used in daily operations to purify the cooking smoke
except when environmental inspectors would come on site.
Similarly, the Profit-Maximizer never used the disinfection
installations it was legally mandated to install and operate.
The restaurant also obtained a catering services license and
dutifully renewed it each year, yet it violated its conditions,
for instance by serving cold dishes that it had not licensed.
Just like the Idealist, the Profit-Maximizer also created a
fake disinfection log. It even faked its environmental license
when it did not want to go through the trouble of renewing it.
And because food safety inspectors never checked workers’
nail hygiene compliance, employees illegally continued to
flaunt long nails.
Yet at the same time we see many instances where even
the Profit-Maximizer will follow legal rules. In part it does
so simply because it is forced to do so. It renewed its liquor license only when inspectors came and threatened with
punishment. The Profit-Maximizer also had instances where
it did as the law and regulators would ask, even with limited threat of enforcement and still at considerable costs.
The restaurant, for instance, replaced the old stone kitchen
counter tops with a stainless steel one to successfully apply
for a catering service license, rather than simply sending
in a fabricated picture as it did for the fire extinguishers.
The restaurant installed the oil filter and smoking purifier as
required when it applied for its first environmental license.
And each time, it would voluntarily renew its catering service license where it did not do so for the environmental
license and liquor license.
So while clearly the Profit-Maximizer has much more
fraudulent and fake compliance, more game playing and
resistance (Braithwaite 2003b; Braithwaite et al. 1994) than
the Idealist, we do also see that there is enforced compliance
(Kirchler et al. 2008) and even some seemingly committed
(Braithwaite 2003b; Braithwaite et al. 1994) and voluntary
compliance (Kirchler et al. 2008) here. There is variation,
depending on the rules at play, in how the restaurant sees
the regulator, mostly either as obstacle or as threat (Gray
and Silbey 2014). In sum, the Profit-Maximizer varies in
how it responds to different rules, complicating labeling its
behavior under any singular category as developed by the
literature.
Our two cases also show that there can be variation in
how a business responds to a single legal norm. This can
happen when one legal norm covers several behavioral
elements. For instance, to comply with the legal norm of
obtaining a catering services license, a restaurant not only
needs to install the required equipment and satisfy the
required environmental conditions but also needs to ensure
that all employees have valid health certificates. Both Idealist restaurant and the Profit-Maximizer fully complied with
the first two elements of this legal norm, but fraudulently
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or partially complied with the third. Compliance regarding
dish disinfection is another good example. At least three corresponding behaviors must be completed to comply with the
disinfection norm: restaurants need to have and use equipment or tools (disinfection cabinet, disinfectant), disinfect
all dishware (various spoons, bowls, dishes, chopsticks)
before every use, and complete the disinfection log every
time. However, while the Idealist restaurant went beyond
compliance towards the first element here having better
equipment than was needed, it only partially complied with
the second, as it only used disinfection equipment for some
dish ware and let alone others, and faked compliance with
the third having fabricated logs. The Profit-maximizer did
comply with the first element (as he had a disinfection cabinet and disinfectant), but partially violated the second, as it
did offer some pre-packaged disinfected tableware but did
not use the disinfection cabinet and disinfectant to disinfect
other dishware, and faking compliance as it also fabricated
its disinfection logs.
In sum, for these relatively small and simple businesses
there is a variety of behavioral responses that vary across
different legal rules, and even vary for behavioral elements
of one single legal norm. Clearly, the Idealist restaurant
tends to be more committed to the goals of the different legal
rules and has shown more instances of going beyond what
the law demands than the Profit-Maximizer. So, in comparison the Idealist could be labeled as more of a complier,
more of a leader than the Profit-Maximizer. Yet even comparatively those labels would not be fair. Can we honestly
call the Idealist restaurant a compliance leader if it purposely
creates fake disinfectant logs to fool regulators? What we
are left with is a muddled picture of behavioral complexity
‘in a context of a plurality of legal norms, which is very
much unlike how compliance is captured either in the simple
binary terms compliant or violating and even in more subtle
terms of motivational postures (Braithwaite 2003b; Braithwaite et al. 1994, 2007), levels of voluntariness (Kirchler
et al. 2008), amount of regulatory commitment (Gunningham and Sinclair 2002) or types of regulator constructions
(Gray and Silbey 2014).

Compliance Metamorphosis
Our analysis of these two restaurants covers a longer period
of time. The ethnography was conducted over the course of
3 years in total. And through interviews, we were also able
to construct how the restaurants responded to legal demands
during the original starting of the business. What emerges
from this longer time frame is a dynamic picture of compliance, as responses to the law in both restaurants changed.
What we found is that even for the same legal norm and
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for the same behavioral element of such law, both cases we
studied show changes over time.
There is a fundamental difference between compliance
at the start-up phase when the business must meet legal
requirements to get relevant operating licenses, and compliance in everyday operations once the business has opened.
Businesses may fully comply with for obtaining all licenses
to start, but then slip towards violating rules once daily
operations start.
The Profit-Maximizer is a very good example. Consider
for instance its compliance with Chinese environmental
regulation. The restaurant installed all emission abatement
equipment mandated by air pollution rules, including an
expensive oil-smoke purifier. All, in order to obtain the environmental license it needed to start the restaurant. So during
start-up it fully complied with environmental law. However,
once it started business it simply did not switch on the oilsmoke purifier in its daily operations. The oil-smoke purifier
became just a visible symbol to show its commitment to the
environmental law but did not serve the substantial goal of
the environmental law that is to reduce air pollution.
Later on, the Profit Maximizer decided to forego renewing its environmental license when it would lapse after
3 years, and just create its own counterfeit version using
a counterfeit seal the owner had bought. So within 3 years
the owner went from full compliance, to a form of optic
compliance (Kluin 2014) having the installations and not
using them, to a full fraudulent form of violation using the
counterfeit license.
The Profit-Maximizer changed its compliance behavior
after start-up for several reasons. First, the owner learned
that he needed a real environmental license to start the business, most importantly to get other licenses such as business
license and a catering service license. So start-up compliance was essential. Yet once in operation, the owner knew
the environmental authorities would not carry out on-site
inspections, as restaurant emissions are not a priority for
the overworked regulators (Van Rooij 2006). Moreover, the
owner expressed it: “the environmental license is just as a
means for the Environmental Protection Bureau to generate income,” and “anyway, they [the regulator] will give me
the renewed environment license once I give them money”
(NM05092013). Consequently, the owner never saw a true
rationale for the license or for continued compliance with
its mandates. Moreover, even with the slim chances of being
discovered, he did not fear repercussions. He believed that he
had grounds to sue the environmental regulators, should he
be caught, for corruptly forcing restaurants like his to signing equipment cleaning contracts with a company that was
the regulators had close relations with. So as a simple matter
of cost–benefit calculation, the Profit-Maximizer simply saw
that the benefits of saving costs on not using the equipment
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or paying for a real license renewal outweighed the risks of
being caught and punished.
Compliance was also dynamic between start-up and daily
operations at the Idealist. At the start-up phase the Idealist
fully complied with all legal requirements to obtain a catering service license, including installing a sufficient number of sinks and ensuring that all employees have genuine
health certificate following a health check. However, once
the restaurant opened for business it decided to remove one
sink that it did not need and that was taking up too much
space in the kitchen. And when it hired new workers later,
it sometimes did so without ensuring that they get a health
check and a health certificate. This happened for instance
when elderly workers were reluctant to get a health check, or
for temporary workers such as interns who only plan to work
in this restaurant for less than a few months, or when the
manager was too busy to take employees to do health check.
Compliance for the same legal rules and behavioral elements in our two cases thus changed as businesses went
from start-up to daily operations. Our case also provides
evidence that compliance changed even within one phase of
the business cycle, either during the start-up phase or daily
operations.
Consider for instance how the Idealist applied for a fire
license during the start-up phase. At first, it bought more
fire extinguishers than legally required. But while waiting for the license application to be approved she became
worried. And thus, based on what she had learned from
other restaurant owners, she attempted to get the license
illegally by bribing the inspectors. And as such, she moved
from a beyond compliance license application to a strongly
corrupting form of applying for this license. Ironically,
the fire inspectors did not accept the bribe, but did issue
the license nevertheless as the restaurant had met their
standards. And thus, the case ended in compliance after
all. Something similar happened when the Idealist tried to
get a drainage license. When the owner applied she was
in compliance with the legal requirements, yet to make
sure she would get the license she attempted to bribe the
inspectors over dinner. However, the bribe offered was
deemed too low and the application was put on hold for
almost a year. Through a contact at the drainage department she was able to finally get the procedure going again
and was asked for a drainage water sample. As the owner
was too worried not to pass the test, she decided send
pure tap water rather than drainage water, and finally was
issued the license. So in both cases here, both in start-up
we see that what started as a compliant application, turned
into attempts at bribery, and in the last case even outright
fraudulent application. Here the start-up phase served as a
process of learning, where the owner started out thinking
that if all legal requirements are met the licenses will be
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ok, to learning (partly mistakenly) that bribing was necessary to obtain the licenses, to worrying that when this did
not work only outright fraud would succeed.
Also, we find that compliance changes during the operational phase. A good example is how when there are inspections businesses may temporarily comply with the law. For
instance, when inspectors asked the Profit-Maximizer to
label the equipment and containers in the kitchen during one
regular inspection tour in daily operation phase, the owner
immediately followed and attached all equipment and containers with labels. And thus, he came in full compliance.
However, once the inspectors were gone and operations
resumed the labels were gradually washed away during regular cleaning. And without the direct pressure of the inspectors, the owner did not bother to attach the labels again.
What we see here is that law enforcement itself creates the
switches in compliance. When there are inspections there
is more compliance, and once inspections end noncompliance comes back. Gray has captured this using the notion of
Potemkin Villages, arguing that factories he studied would
create the mirage of compliance, with managers and workers collaborating to show a compliant operation that was
only there for show as long as the inspections were there
(Gray 2002, 2006). Van Rooij has shown a similar process
when studying polluting industry in China, which would
only switch on its abatement equipment during the day when
there could be inspections, and discharge without clean-up
during the night when agents could not reach their premises
(Van Rooij 2006).
The dynamics of compliance also occur when the opportunities for violation change (cf. Feldman 2018; Clarke
1980, 1995). A good example is how the Profit-Maximizer
during the start-up phase complied with replacing its stone
kitchen counter-top to obtain its catering services license.
However, the owner later noticed that inspectors never came
to inspect this change on-site. So, when he applied for the
next permit, the fire license, he ensured from other restaurant owners that inspectors here would also not come on
site. And, thus he seized the opportunity to save costs by
simply sending in fake photos showing the legal amount
of fire extinguishers. He only bought two fire extinguishers
while six were legally required. Then he staged the two in
three different positions in his restaurant and took photos
of them to pretend that he bought six. Another example is
how the idealist restaurant became compliant with the law’s
rules on pork quarantine certification. It used to slaughter
pigs by itself and did not have authentic quarantine certification for their pork as legally required. Instead, it bought
certificates illegally from other pork sellers. Later, because
of the growing difficulty and cost of hiring a butcher, it gave
up the traditional slaughter and sent their pigs to the official
slaughter house. By doing so, it got authentic pork quarantine certificate legally and engaged in compliance.

587

In sum, compliance is not static, it changes both between
business cycles and within the business cycle. A key factor of influence here is the amount of oversight towards
compliance. When there is oversight there is more compliance, whether it is during start-up, which because of its
clear behavioral nature (mostly verification of particular
installations) is easier to oversee, or whether it is during
the infrequent inspections that follow during operations, the
restaurants either comply, or quite the opposite fake that
they are in compliance. Enforcement oversight thus has
two very different results. Either it can lead to a temporary
form of compliance, or that may well change, as it did in the
examples studied here, once enforcement is away. In these
situations, we clearly have a situation that can be classified
as “game playing” (Braithwaite 2003a, 2007; Braithwaite
et al. 1994, 2007). And in cases where the extra oversight
with more inspections results in fraudulent compliance, we
can capture it as a form of “resistance” (Braithwaite 2003a,
2007; Braithwaite et al. 1994, 2007). In both situations, we
see that the regulated actors see the regulators as threats or
obstacles and not as allies (Gray and Silbey 2014).
A static analysis of compliance study would not capture
this, especially if it measures compliance through enforcement data, as so many studies do. Such study would find
firms to be in compliance at the moment of inspections. A
dynamic form that recognizes the changes over a period of
time will find a bleaker picture. Rather than a compliant
firm, it will find companies that start to flaunt the rules even
after experiencing enforcement. Rather than a deterrent
effect of being inspected as some regulatory scholars would
expect, we get quite the opposite, action during inspections
to seem to be in compliance, followed by violations as soon
as inspections are gone.
Law enforcement, in such as a situation, is backfiring.
Rather than act as a deterrent that helps strengthen the norms
of the law, what we see is that enforcement becomes part of
fake and fraudulent processes, during which firms express
their deep distrust of the law and establish deviant rather
than compliant social norms, not just of breaking the regulatory rules, but also doing so in fake or fraudulent manners. And because of the dynamic nature of these processes,
experience of faking or defrauding one inspection will shape
actions later on with other regulatory norms and other regulators. This reminds us very much of the contagion effect
Keizer and colleagues found in studies of negative effects
of placing prohibition signs in environments where they
were widely broken. Rather than establishing the norm of
the prohibition, these signs backfired when regulated actors
saw that they were widely broken, as the normative function
of the signs overall was undermined (Keizer et al. 2011).
Similarly in our cases, the experience with law enforcement, followed by violation of the law once inspectors left,
undermines the legitimacy of both the enforcement and the
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broader normative system that is represented, and strengthens the social norm, the normalcy of deviance (Vaughan
1989, 1997).

Discussion and Conclusion
The ethnographic study of compliance produces a deeper
and richer picture of how businesses respond to legal rules.
Compared to existing compliance methods that have used
surveys and governmental data, the ethnographic method
used here allows for an understanding of compliance as it
occurs across a larger number of legal rules and a longer
period of time. This paper therefore makes an important
methodological contribution. It does so in two parts. First it
shows that through the ethnographic method a dynamic picture of compliance emerges. And second, it shows that such
compliance dynamism presents a fundamental challenge for
existing compliance methods.
To study the influence of law on organizational behavior,
we must recognize that compliance is a dynamic phenomenon. Compliance concerns a multitude of legal norms, each
with a multitude of behavioral elements, and for each of
these with dynamic behavioral responses that can change
over time. We found this at least to be the case in the two
restaurants that we studied here. It is highly likely that these
conclusions apply more broadly. Just like these restaurants
many other businesses from small to larger will face a multitude of legal rules, and many of these legal rules will cover
different forms of behavior, and the same contextual influences that created dynamism in the responses of the two restaurants, like the level of external oversight and lessons from
experiences with regulators and competitors are likely at
play elsewhere as well. Actually, we expect that compliance
dynamism is likely more at play the larger the business is
and the more complex the regulatory system is. So here, let
us look again at what compliance dynamism actually means
and what the implications are for the study of compliance.
First, compliance involves many different legal rules
and for each rule potentially several behavioral aspects. In
contrast to how compliance has mostly been studied, selfreported surveys and studies using inspection data, with a
focus on particular legal rules or sets of legal rules, do not
reflect the true nature of compliance for businesses. For
businesses, the whole legal system with all its different sets
of rules and multitudes of specific behavioral demands come
to bear on them, coming with an overall cost, and demanding an overall response capacity which will influence their
decisions to the different rules and behavioral norms separately. These rules may make competing or even conflicting
demands. Moreover, firms will see these different rules in
combination and their compliance decisions for one rule or
sets of rules will come to affect compliance with others. Yet
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the way most existing compliance methods seek to measure
compliance is mono-legal, with a focus on one set of rules
(environmental, occupational health, taxes) or even singular
legal rules within this broader set. They thus look at the
company through a straw, and fail to see the comprehensive picture of legal demands that the company sees and
responds to.
Second, compliance dynamism is related to time. We
found here that there is a big difference between compliance during a business start-up and during regular operations. And even during regular operations, there can be
big changes. We saw that the amount of oversight drives
changes in compliance, as more oversight leads to temporary improvement, which can evaporate just as the oversight
ends. A dynamic view on compliance shows that past regulatory experiences shape future behavioral responses and
thus compliance is not just a behavioral response but also a
process of learning. Most existing compliance measurement
methods have either a one-off static view (most surveys),
or use data that is collected at very particular times (during
inspections).
Third, and closely related to our last point, compliance
suffers from an indirect observer effect. In its dynamic
nature, we saw that compliance changes when there is
direct oversight (cf. Gray and Silbey 2014). In other words,
observing compliance, as happens during inspections,
changes it. The inspections induce a short-term improvement of compliance that ends when the inspections are
over, This is relevant not just for law enforcement, but
also for the study of compliance methodologically. When
studies use data from government inspections, they must
be aware how the very act of these inspections undermines
the proper capturing of what happens in day-to-day business practices. If we want to move beyond self-reported
methods to study real or hypothetical compliance, we
must come to observe it, whether through using inspection data, direct observations in field experiments, or as
we did here through ethnography. In all these instances,
we must be aware that observation in of itself may change
what we seek to observe. In quantum mechanics, this was
originally dubbed “the observer effect,” and in social and
behavioral science the Hawthorne effect (cf. Adair 1984).
When inspections do not just capture compliance but also
obscure true compliance practices, using such inspection
data means that research suffers from an indirect observer
effect where the researcher uses observations that have
obscured the subject of research. So far it has been applied
only in studies of compliance in medical settings (cf. Eckmanns et al. 2006), but not yet more broadly to the overall study of compliance, we believe it is crucial for. The
indirect observer effect will vary, we think, depending on
how bad the illegal behavior is seen to be, how aware the
regulated actor is to the observation, how much trust the
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regulated has in the observer, and how normal and regular the observation has become. The ethnographic method
will have the disadvantage that regulated actors will know
they are directly observed, but the advantage that trust and
normalcy can be established that can reduce the observer
effect.
Of course, following the endogenous compliance scholars (Edelman 1992; Edelman et al. 1991a; Edelman and
Talesh 2011; Lange 1999) there is a further complexity
to compliance that we have not addressed in this study,
and this is the plurality of legal interpretation. A singular
legal rule may have different meanings for different actors
and undermine any uniform measurement in practice, and
rather the compliance process of interactions between
regulators and regulators comes to shape the meaning of
the law itself, rather than giving clear guidance on the
effectiveness of law to shape behavior.
Our second core conclusion is that compliance dynamism forms a fundamental methodological challenge for
existing compliance research. The core problem is that
the polynormative and situational nature of compliance
defies the existing static forms of measurement. Most of
the popular existing measures of compliance offer limited
snapshots of particular behavioral responses to particular
legal rules at a particular point in time. Moreover, measurements themselves may shape the compliance behavior, especially if they are done as part of law enforcement
inspections or internal compliance management. Such
measures will create more compliance during the snapshot and for the rules targeted, and less so outside of their
limited scope of focus and time frame. As the field of
compliance management practice professionalizes, there
will be increasing calls to evaluate success or failure, and
this will likely make measurement more important not just
in academia but also in practice. However, there is a real
danger that this will result in ever simpler and more costeffective methods to measure compliance, and less likely
to match the true dynamic nature of compliance we have
captured here.
Fine and Elsbach have shown that social science methods generally make a trade-off between accuracy, generalizability and simplicity (Fine and Elsbach 2000). This is
highly relevant for compliance research. Getting accurate
data about whether people or organizations are breaking
the law is highly difficult. And the situations in which it is
possible to observe such behavior are either artificial (such
as in laboratory experiments) or highly particularistic (such
as in field experiments or ethnography) and thus not easily generalizable to reality in general or different realities.
Moreover, the more accurate the knowledge becomes and
the more linked it becomes to the reality of actual behavior,
the less likely it can easily be captured in simple terms such
as compliant or noncompliant, and the more it will result in
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complex findings. We hold that compliance research has too
long valued generalizability and simplicity over accuracy.
Our core conclusion is that compliance dynamism
requires a move away from just focusing the measurement
of compliance, to also capturing compliance in its dynamic
complexity. Compliance dynamism requires a comprehensive response. One that sees compliance across legal
domains, over a longer period of time, and through multiple interpretations of the law. Compliance dynamism also
requires a new way of characterizing and classifying the
regulated actors. Existing ways that classify them based on
their motives of noncompliance (Kagan and Scholz 1984),
or motivational postures (Braithwaite et al. 1994; Braithwaite 2003b), or management styles (Kagan et al. 2003), or
amount of regulatory commitment (Gunningham and Sinclair 2002) fail to account for the regulated actors’ complex
and dynamic responses satisfyingly. The context of compliance dynamism requires a more fine-grained and multifaceted characterization that classifies regulated actors and that
fits the polynormative and situational nature of compliance
we have found here.
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