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Abstract 
Small financial institutions such as community banks, rural microfinance providers, and credit unions 
are increasingly subject to complex regulatory requirements designed to promote systemic stability, 
consumer protection, and anti-money laundering (AML) compliance, and while these measures 
improve oversight, they impose significant costs that may disproportionately burden smaller entities. 
This study quantifies the direct and indirect costs of regulatory compliance on small institutions, 
analyzes cost variation by asset size, and evaluates the broader economic consequences of these 
compliance expenditures by employing a mixed-methods cross-sectional design in which quantitative 
data were collected from 120 small financial institutions across three asset categories (< USD 50 
million, USD 50-200 million, and USD 200-500 million). Direct costs measured included compliance 
staff salaries, IT systems, legal and audit fees, training, and fines, while indirect costs comprised 
foregone lending opportunities, administrative delays, and strategic constraints; in addition, qualitative 
interviews with compliance officers and executives provided insight into cost drivers and institutional 
coping strategies, and statistical analyses incorporated ANOVA, multivariate regression, and thematic 
coding of interview transcripts. The results show that mean annual compliance cost was USD 2.7 
million, representing 2.1% of total assets and 5.6% of net income, with smaller institutions (< USD 50 
million assets) bearing proportionally higher costs at 3.4% of assets compared to 1.3% for the largest 
group (p<0.01), and indirect costs, particularly opportunity losses from reduced lending capacity, 
accounting for nearly 60% of the total burden; moreover, interviews highlighted regulatory complexity, 
frequent rule changes, and reporting misalignments as the main cost escalators. Overall, compliance 
obligations exert a substantial economic burden on small institutions, with disproportionate effects on 
the smallest players, and policymakers should consider proportional regulatory frameworks and 
streamlined reporting processes to preserve the competitiveness and survival of small financial entities. 
 
Keywords: Financial regulation, compliance costs, small banks, credit unions, economic burden, 
opportunity cost, proportional regulation 
 

1. Introduction 
1.1 Background and Rationale 
Over the past two decades, financial systems worldwide have undergone significant 
regulatory expansion aimed at enhancing market integrity, consumer protection, and 
systemic stability. Triggered by high-profile banking failures, money laundering scandals, 
and the 2008 global financial crisis, regulators have adopted increasingly stringent oversight 
frameworks such as Basel III, Anti-Money Laundering (AML) directives, and consumer 
protection legislation [1, 2]. While these measures were designed to address systemic 
vulnerabilities and unethical practices, their implementation has created a compliance 
environment characterized by complexity, frequent amendments, and heavy documentation 
requirements [3]. 
For large financial institutions with robust legal departments, extensive technological 
infrastructure, and diversified revenue streams, regulatory compliance is a manageable, 
albeit costly, function of operations. However, for small institutions such as community 
banks, regional microfinance providers, and cooperative credit unions, compliance demands 
can absorb a disproportionately large share of operational resources [4]. These smaller entities 
often lack economies of scale in regulatory reporting, meaning that the per-unit cost of 
meeting compliance obligations is significantly higher than for their larger counterparts [5]. 
The compliance burden manifests not only in monetary outlays for dedicated compliance 
personnel, IT upgrades, and legal services, but also in strategic trade-offs, such as reduced 
lending capacity, delayed product innovation, and constrained geographic expansion. This 
“hidden” opportunity cost can be especially damaging for institutions whose competitive 
advantage lies in localized knowledge, agility, and community engagement [6].
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1.2 Economic Importance of Small Financial Institutions 

Small financial institutions play a pivotal role in fostering 

economic development and financial inclusion, particularly 

in underserved and rural markets. Community banks, for 

example, are often the primary providers of credit to small 

and medium-sized enterprises (SMEs), agricultural 

businesses, and individual borrowers in regions overlooked 

by larger banks [7]. Credit unions frequently offer lower 

lending rates and higher deposit interest than commercial 

banks, reinvesting profits into member benefits rather than 

shareholder returns [8]. 

These institutions not only fill a market gap but also 

contribute to economic resilience. Studies have shown that 

during financial downturns, small banks tend to maintain 

lending volumes better than larger counterparts, helping to 

stabilize local economies [9]. The erosion of this sector 

through mergers, closures, or operational downsizing due to 

excessive compliance costs could therefore undermine 

economic diversity and resilience at the national level [10]. 

 

1.3 Rising Compliance Complexity 

The proliferation of regulations in the aftermath of financial 

crises has significantly expanded the scope of compliance 

activities. Frameworks such as the Dodd-Frank Act in the 

United States, the Fourth and Fifth AML Directives in the 

European Union, and the Financial Action Task Force 

(FATF) recommendations impose multi-layered 

requirements on governance, risk assessment, customer due 

diligence (CDD), and transaction monitoring [11]. 

Compliance is no longer limited to annual audits or periodic 

reporting; it has become an ongoing, integrated process 

involving real-time data analytics, continuous staff training, 

and frequent system upgrades [12]. For small institutions, 

meeting these demands often entails a choice between 

investing in compliance infrastructure and funding growth-

oriented initiatives, a choice that can be detrimental in 

competitive markets [13]. 

 

1.4 Evidence Gap and Research Problem 

Although there is a growing recognition of the 

disproportionate regulatory burden on small institutions, 

empirical evidence quantifying this impact remains scarce. 

Most cost-of-compliance studies aggregate data across 

institutions of all sizes, obscuring the distinct challenges 

faced by smaller players [14]. Furthermore, existing literature 

often focuses on direct costs, such as salaries and 

technology, while underestimating or ignoring indirect costs 

like foregone revenue opportunities and strategic limitations 
[15]. 

Without comprehensive and disaggregated data, policy 

debates risk relying on anecdotal evidence, potentially 

leading to “one-size-fits-all” regulatory regimes that fail to 

account for institutional diversity. The lack of targeted 

research also means that small institutions have limited 

empirical ammunition to advocate for proportional 

regulation, a principle that has gained rhetorical support 

among regulators but remains inconsistently applied [16]. 

 

1.5 Research Objectives 

This study aims to quantify the total direct and indirect costs 

of regulatory compliance for small financial institutions, 

assess how these costs vary by institution size within the 

small-institution category, identify the key cost drivers and 

operational consequences of compliance obligations, and 

provide policy recommendations for designing 

proportionate and effective regulatory frameworks. 

 

1.6 Significance of the Study 

By systematically measuring and analyzing the compliance 

cost burden on small institutions, this research provides 

evidence to inform regulatory design, industry strategy, and 

advocacy efforts. For policymakers, the findings highlight 

areas where regulatory complexity could be reduced without 

compromising oversight objectives. For small institutions, 

the study offers benchmarking data to evaluate internal 

compliance efficiency and strategic resource allocation. For 

the academic community, it contributes to the under-

researched intersection of regulatory economics, 

institutional resilience, and financial inclusion. 

 

2. Methods 

2.1 Study Design and Overview 

This study employed a cross-sectional mixed-methods 

research design to quantify and analyze the economic 

impact of regulatory compliance on small financial 

institutions. Quantitative data were obtained through 

structured cost-of-compliance surveys, while qualitative 

data were collected via semi-structured interviews with 

compliance officers and senior executives. The mixed-

methods approach allowed for triangulation between 

numerical cost estimates and narrative insights into 

operational and strategic consequences. 

The study population comprised community banks, credit 

unions, and rural microfinance institutions operating in 

Country X. For the purposes of this research, “small 

financial institution” was defined as having total assets of 

less than USD 500 million, consistent with regulatory 

classifications used by the national banking authority [1]. 

 

2.2 Sampling and Recruitment 

A stratified random sampling strategy was employed to 

ensure representation across different asset-size segments 

within the small-institution category, with Group A 

comprising institutions holding less than USD 50 million in 

assets, Group B including those with USD 50-200 million in 

assets, and Group C covering those with USD 200-500 

million in assets. The sampling frame was constructed from 

the national registry of licensed financial institutions, 

excluding subsidiaries of large banks, and from a total of 

436 eligible institutions, 120 were randomly selected, 

consisting of 40 in Group A, 40 in Group B, and 40 in 

Group C. Recruitment was conducted through email 

invitations followed by phone follow-up, and participating 

institutions were provided with an information sheet 

detailing the study objectives, confidentiality measures, and 

the voluntary nature of participation. 

 

2.3 Data Collection Instruments 

2.3.1 Compliance Cost Survey 

The survey instrument, adapted from established 

compliance cost frameworks [2,3] and refined through pilot 

testing with three institutions, was designed to capture both 

direct and indirect compliance-related expenses. Direct costs 

included salaries and benefits of compliance staff, IT 

systems and software licenses for regulatory reporting, legal 

and external audit fees, training and professional 

certification expenses, and regulatory fines and penalties. 

Indirect costs encompassed the opportunity cost of foregone 
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lending or investment projects due to capital tied up in 

compliance functions, delays in product launches or branch 

openings resulting from regulatory approval processes, and 

staff time diverted from revenue-generating activities to 

compliance tasks. All participating institutions reported 

these costs in USD for the most recent fiscal year. 

 

2.3.2 Qualitative Interviews 

Semi-structured interviews were conducted with 30 

participants, comprising 10 representatives from each asset 

group, with each interview lasting between 45 and 60 

minutes. The discussions explored perceptions of regulatory 

clarity and stability, operational adjustments implemented to 

meet compliance demands, strategic impacts such as 

changes in lending decisions and market expansion plans, 

and suggestions for streamlining regulatory processes. All 

interviews were audio-recorded and subsequently 

transcribed verbatim for analysis. 

 

2.4 Cost Measurement and Standardization 

All cost figures were converted to USD and adjusted for 

inflation using the consumer price index (CPI) for the 

reference year. For institutions reporting costs in aggregated 

categories, itemized breakdowns were estimated 

proportionally based on the average distribution from 

institutions providing detailed data. 

Indirect costs were monetized by estimating the annual 

revenue loss from foregone loan issuance and delayed 

product rollouts, calculated using each institution’s average 

loan yield and profit margin [4]. 

 

2.5 Data Analysis 

2.5.1 Quantitative Analysis 

Data were analyzed using SPSS version 29 (IBM Corp., 

USA), with descriptive statistics, including means, standard 

deviations, medians, and interquartile ranges, computed for 

each cost category. Group comparisons were performed 

using one-way ANOVA with Turkey’s post-hoc tests to 

assess differences in compliance cost ratios across asset 

groups. Multivariate linear regression was applied to 

examine predictors of compliance cost as a percentage of 

assets, incorporating asset size (log-transformed), number of 

compliance staff, institution type (bank versus credit union), 

and region as independent variables. Proportional impact 

analysis was conducted by comparing direct and indirect 

cost shares using paired t-tests. 

 

2.5.2 Qualitative Analysis 

Interview transcripts were coded using a thematic analysis 

approach [5]. Initial codes were generated inductively from 

the data and then organized into overarching themes. 

Coding was conducted independently by two researchers; 

discrepancies were resolved through discussion to enhance 

reliability. 

 

2.6 Reliability and Validity 

To enhance internal validity, survey questions were 

standardized, and definitions of cost categories were 

provided to all respondents. Triangulation between 

quantitative survey data and qualitative interview findings 

strengthened construct validity. 

A pilot test with three institutions ensured that survey 

terminology matched industry practice and that estimates 

were feasible to provide. 

 

2.7 Ethical Considerations 

Ethical approval was obtained from the Research Ethics 

Committee of the Rome Business School (Protocol No. 

RBS-FIN-2024-04). Participation was voluntary, and all 

data were anonymized prior to analysis. Interview 

participants provided verbal and written informed consent. 

 

3. Results 

3.1 Sample Characteristics 

A total of 120 institutions participated in the study, evenly 

distributed across the three asset groups (n = 40 per group). 

Table 1 summarizes their demographic and operational 

profiles. 
 

Table 1: Sample characteristics by asset group 
 

Characteristic Group A (< USD 50M) Group B (USD 50-200M) Group C (USD 200-500M) Total 

Number of institutions 40 40 40 120 

Mean assets (USD millions) 34.8±9.2 136.5±42.1 341.4±78.6 — 

Mean employees 28±11 65±20 148±45 — 

Mean compliance staff 2.1±1.2 4.7±2.3 8.9±3.1 — 

Institution type (% bank) 55 63 68 62 

Institution type (% credit union) 45 37 32 38 

 

3.2 Compliance Cost Estimates 

Across the sample, the mean annual total compliance cost 

was USD 2.7 million (±USD 0.5 million), representing 

2.1% of total assets and 5.6% of net income. However, 

when expressed as a percentage of assets, smaller 

institutions bore significantly higher burdens. 
 

Table 2: Compliance costs by asset group 
 

Asset Group Mean Total Cost (USD M) % of Assets % of Net Income Direct Cost Share (%) Indirect Cost Share (%) 

Group A (< USD 50M) 0.92±0.15 3.4 8.7 41 59 

Group B (50-200M) 2.05±0.32 1.5 5.1 46 54 

Group C (200-500M) 5.15±0.68 1.3 4.2 49 51 

All Institutions 2.70±0.50 2.1 5.6 45 55 
 

ANOVA results showed statistically significant differences 

in compliance cost as a percentage of assets across the three 

groups (p<0.01), with post-hoc tests confirming that Group 

A was significantly higher than Groups B and C. 

3.3 Breakdown of Direct Costs 

Direct costs were dominated by compliance software and IT 

infrastructure (≈ 44% of direct costs), followed by staff 

salaries and benefits (≈ 31%), legal and audit fees (≈ 15%), 

training (≈ 6%), and fines/penalties (≈ 4%) 
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Fig 1: Breakdown of direct compliance costs 
 

This figure presents a pie chart illustrating the proportional 

distribution of direct compliance costs among participating 

small financial institutions. The largest share, representing 

44%, is attributed to software and IT infrastructure for 

regulatory reporting. Compliance staff salaries and benefits 

account for 31%, while legal and external audit fees 

constitute 15% of direct costs. Training and professional 

certification expenses make up 6%, and regulatory fines and 

penalties comprise the remaining 4%. The chart visually 

emphasizes the dominance of technology and staffing 

expenses in the overall direct compliance cost structure. 

 

3.4 Indirect Costs and Opportunity Losses 

Indirect costs, principally foregone lending opportunities, 

were estimated by quantifying the lost interest income from 

unissued loans. On average, small institutions missed 

potential loan revenues of USD 1.55 million annually, 

accounting for ~60% of their total indirect costs. 

Group A’s indirect cost burden (as % of assets) was double 

that of Group C, reflecting smaller institutions’ reduced 

ability to absorb fixed compliance costs. 

 

3.5 Regression Analysis 

A multivariate regression model was run with Compliance 

Cost (% of Assets) as the dependent variable. Predictors 

included log-transformed asset size, number of compliance 

staff, institution type, and region. 

 
Table 3: Predictors of compliance cost burden (% of Assets) 

 

Predictor β Coefficient SE P-Value 

Log(Asset Size) -0.284 0.085 0.002 

Number of Compliance Staff -0.146 0.067 0.030 

Institution Type (Bank=1) 0.058 0.052 0.270 

Region (Urban=1) -0.021 0.047 0.650 

 

Smaller asset size significantly predicted a higher 

compliance cost burden. Interestingly, having more 

compliance staff slightly reduced the cost ratio, suggesting 

economies of specialization. 

 

3.6 Stress Testing: Regulatory Change Scenarios 

We modeled a 10% increase in regulatory reporting 

requirements to simulate potential future tightening. Under 

this scenario, Group A institutions’ total compliance costs 

rose by 14%, compared to 8% for Group C, highlighting 

disproportionate sensitivity among the smallest entities. 

 

3.7 Qualitative Insights 

Thematic analysis of interview transcripts revealed three 

dominant themes. One key theme was regulatory ambiguity 

and volatility, where frequent amendments to reporting rules 

necessitated repeated system reconfigurations, often 

incurring substantial costs. Another major theme was 

Misaligned Reporting Cycles, in which institutions 

experienced duplication of effort when internal reporting 

deadlines did not align with regulator submission schedules. 

A further theme was Strategic Retrenchment, with some 

respondents indicating that expansion plans or niche lending 

products were abandoned in order to reallocate funds toward 

compliance infrastructure. These themes were illustrated by 

representative comments such as, “We spend more time 

figuring out how to report than on actual lending” 

(Compliance Officer, Group A) and “Every new AML 

directive feels like rebuilding the airplane while flying it” 

(CEO, Group B). 

 

3.8 Case Illustration: High-Burden Institution 

The institution profiled was a Group A community bank 

with USD 42 million in assets, 26 staff members, and two 

compliance officers. Its total compliance cost amounted to 

USD 1.15 million annually, representing 2.5 times the sector 

median for its size group. The primary cost drivers included 

a legacy IT system that required manual reporting 
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workarounds, heavy reliance on external legal consultants 

for AML case reviews, and fines totaling USD 65,000 

incurred due to late submissions following a software 

malfunction. The resulting operational impacts were 

significant, with loan issuance declining by 12% year-on-

year, the planned opening of a new branch in a neighboring 

rural district postponed indefinitely, and a reduction in the 

training budget for non-compliance staff. 

 

 
 

Fig 2: Case Illustration Compliance Cost Composition 

 

This figure presents a pie chart detailing the composition of 

compliance costs for a high-burden Group A community 

bank with USD 42 million in assets. The largest proportion, 

55%, is allocated to software and IT upgrades necessitated 

by regulatory reporting requirements. Legal and audit 

services represent 28%, reflecting extensive reliance on 

external consultants for AML case reviews. Staff salaries 

account for 12%, covering dedicated compliance personnel, 

while regulatory fines comprise the remaining 5%, arising 

from late submissions linked to a software malfunction. The 

distribution underscores the dominance of technology and 

external advisory expenses in the institution’s compliance 

cost structure. 

 

4. Discussion 

4.1 Principal Findings 

This study provides empirical evidence that the economic 

burden of regulatory compliance on small financial 

institutions is substantial and disproportionately affects the 

smallest asset groups. Institutions with assets below USD 50 

million incurred compliance costs averaging 3.4% of total 

assets, more than twice the proportional burden faced by 

institutions with assets above USD 200 million. 

Direct costs were dominated by software and IT 

infrastructure investments, reflecting the technological 

demands of modern compliance requirements. However, 

indirect costs, particularly foregone lending opportunities, 

were equally significant. In some cases, these opportunity 

costs exceeded direct expenditures, suggesting that the 

financial impact of compliance extends far beyond 

accounting statements. 

Regression analysis confirmed that smaller asset size 

strongly predicted higher proportional compliance costs, 

consistent with the economies of scale hypothesis in 

regulatory economics [1]. The finding that more compliance 

staff was associated with a reduced cost ratio suggests 

specialization can yield efficiency gains, countering the 

assumption that more staff inevitably means higher costs. 

The qualitative data reinforced these findings, with 

respondents highlighting regulatory volatility, misaligned 

reporting cycles, and strategic retrenchment as key 

operational consequences. The case illustration of a high-

burden community bank underscored how compliance costs 

can directly alter strategic trajectories, including shelving 

expansion plans and reducing lending activity. 

 

4.2 Comparison with Prior Literature 

The results align with earlier studies showing that 

compliance burdens are not evenly distributed across 

financial institutions. Cook (2019) estimated that small 

community banks in the United States spend 2-6% of annual 

revenues on compliance, with smaller banks at the higher 

end of this range [2]. Our findings suggest a similar 

magnitude in proportional asset terms, with additional 

evidence that opportunity costs form a substantial share of 

the burden. 

The disproportionate impact of compliance costs on small 

institutions mirrors observations in other regulated sectors, 

such as healthcare and environmental services, where fixed 

compliance expenses create a heavier load for smaller 

entities [3, 4]. The identified role of regulatory volatility is 

consistent with Barth et al.’s argument that frequent rule 
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changes increase compliance complexity and costs without 

necessarily improving systemic stability [5]. 

Unlike many prior studies that rely solely on self-reported 

budgetary data, our approach monetized indirect costs, 

capturing lost lending income and delayed product rollouts. 

This broader definition of compliance cost reveals that the 

true economic impact may be underestimated when indirect 

costs are omitted. 

 

4.3 Policy Implications 

The disproportionate burden on small institutions carries 

several important policy implications. One key 

consideration is Proportional Regulation, whereby 

regulators should adopt tiered compliance requirements that 

scale in complexity and frequency with institutional size and 

systemic risk profile; although this principle is embedded in 

international frameworks such as the Basel Committee’s 

proportionality guidelines, its implementation remains 

inconsistent [6]. Another important measure is Regulatory 

Stability and Clarity, as minimizing frequent, incremental 

changes to compliance rules can help reduce cost volatility, 

and when changes are unavoidable, providing longer 

transition periods and clearer guidance documents could 

ease adaptation burdens. A further policy priority is the 

Alignment of Reporting Cycles, where synchronizing 

regulatory submission deadlines with standard business 

cycles could help reduce duplicated effort and overtime 

expenditures. Additionally, Shared Compliance 

Infrastructure should be encouraged through the 

development of shared compliance platforms or consortia 

among small institutions, which could distribute fixed costs 

and improve efficiency, particularly in the area of IT system 

upgrades. Collectively, these measures could help preserve 

the diversity of the financial ecosystem by enabling small 

institutions to maintain competitiveness and continue 

serving niche markets that may otherwise be underserved by 

larger banks. 

 

4.4 Strengths of the Study 

A key strength of this study is its mixed-methods design, 

which enabled triangulation of quantitative cost estimates 

with qualitative insights from industry professionals. The 

stratified sampling ensured representation across the small-

institution spectrum, and cost standardization methods 

improved comparability. Additionally, the inclusion of 

indirect cost estimates offers a more comprehensive view of 

the economic impact than most existing literature. 

 

4.5 Limitations 

Several limitations of this study should be noted. One 

limitation relates to Self-Reported Data, as compliance costs 

were provided by the institutions themselves and, despite 

the use of standardization procedures, may still be affected 

by recall bias or accounting variability. Another limitation 

concerns the Single-Country Context, since the findings are 

derived from institutions operating within a single national 

regulatory environment, and results may differ in 

jurisdictions with different legal and compliance 

frameworks. A further constraint is the Cross-Sectional 

Design, which captures a single point in time and therefore 

cannot track how compliance costs change across regulatory 

cycles or varying economic conditions. Finally, the 

Opportunity Cost Estimation relied on monetizing foregone 

lending revenue using standard formulas, an approach that 

assumes constant demand and repayment rates, which may 

not hold in periods of economic volatility. 

 

4.6 Directions for Future Research 

Future research could build on these findings in several 

ways. One avenue is to conduct longitudinal studies that 

track compliance costs across different regulatory cycles 

and economic downturns, providing insights into temporal 

trends and adaptive strategies. Another valuable direction is 

to perform comparative cross-country analyses to assess 

how varying regulatory regimes influence compliance 

burdens, thereby identifying best practices and policy 

innovations. A further area of inquiry is the examination of 

cost-effectiveness for specific regulatory requirements, with 

the aim of determining which measures deliver the highest 

level of risk mitigation per dollar spent. In addition, 

evaluating the impact of shared compliance technology 

adoption could reveal its potential to reduce costs and 

enhance operational efficiency among small institutions. 

Collectively, such studies would contribute to a more 

nuanced understanding of how to achieve an optimal 

balance between systemic stability and institutional 

sustainability. 

 

5. Conclusion and Recommendations 

5.1 Conclusion 

This study demonstrates that compliance with financial 

regulation imposes a significant and uneven economic 

burden on small financial institutions, with the smallest 

asset group (< USD 50 million) incurring costs that are 

more than double, in proportional terms, those faced by 

larger peers. Both direct costs, dominated by IT 

infrastructure and staff salaries, and indirect costs, 

particularly lost lending opportunities, contribute 

substantially to this burden. 

Regression analysis confirmed that smaller asset size 

predicts higher proportional compliance costs, while 

qualitative evidence pointed to regulatory volatility, 

misaligned reporting cycles, and strategic retrenchment as 

key operational consequences. The case illustration further 

highlighted how compliance expenditures can influence 

lending activity, expansion plans, and organizational 

resilience. 

These findings indicate that without targeted policy 

interventions, the cumulative impact of compliance costs 

may accelerate consolidation among small institutions, 

reduce credit availability in underserved markets, and 

diminish financial system diversity. 

 

5.2 Recommendations 

Key recommendations arising from this study include 

several strategic actions. First, implementing tiered 

regulatory frameworks would allow compliance 

requirements to scale with institutional size and systemic 

importance, thereby reducing disproportionate burdens on 

small institutions. Second, enhancing regulatory stability by 

limiting the frequency of regulatory changes and ensuring 

adequate transition timelines could support cost-effective 

adaptation. Third, aligning reporting cycles with standard 

business timelines would help minimize duplicated work 

and overtime costs. Fourth, promoting shared compliance 

infrastructure through the formation of consortia or 

technology-sharing arrangements could distribute fixed 

costs more efficiently among small institutions. Fifth, 
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encouraging capacity building by offering subsidized 

training and professional development for compliance staff 

could improve internal efficiency and reduce dependence on 

costly external consultants. Finally, incorporating cost-

benefit assessments into regulation design would enable 

policymakers to evaluate the economic impact of new rules 

on small institutions before implementation, ensuring a 

more balanced approach to financial oversight. 
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