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How can we stimulate financial companies to comply with the law?
Results from a field experiment
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What do we know about influencing
compliant behavior of financial companies?

Method: letter experiment among financial companies

e 2804 financial companies that were not complying with
Dutch transparency law received a letter from the AFM

e 3 months after receiving the (pre-tested) letter,
compliance was checked again by the AFM

e Letters contained one of six communication styles:
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To provide financial wellbeing, financial regulators use
interventions to stimulate compliance with laws and
regulations among financial companies
One such intervention is sending a letter
This raises the question whether it matters which type -
of communication style is used when writing letters &
Existing regulatory literature often distinguishes
between a cooperative style (e.g.,_providing guidance)
or deterrent style (i.e.,_mentioning sanctions) (Ayres & ’ N - Y

: : Information Cooperation Deterrence
Braithwaite, 1992)

. : L (neutral)

Also, creating a perception of procedural justice seems
an important factor to stimulate compliance (Murphy, fr 1\

2017) P
Research question: w
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Is there a difference in effect between a cooperative and N ¢
deterrent style on compliant behavior versus a neutral style? Procedural Cooperation + P] Deterrence + P}
To what extent does procedural justice amplify this effect? Justice (PJ)

Results: cooperation and deterrence significantly increase compliant behavior

Compliance after three months (N = 2804) . Cooperation and

deterrence as
28% communication styles

23% 24% were more effective in

stimulating compliant
20% .
behavior than merely
providing information
(p's <.05)
e Procedural Justice does
not amplify this effect.
Rather, it seems to
PJ
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weaken the effects
Cooperation + Deterrence +

PJ PJ

Take home message

When writing a letter, regulators can use various styles to increase compliant behavior. Using
a cooperative or deterrent style seems more effective than merely providing information.
Depending on the situation they face, regulators can choose between a cooperative or
deterrent style to make an impact that, in turn, benefits the consumer.
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