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Topic 5. Main Methods of Regulation 

 

Regulation of economic activities 
Regulatory economics is the economics of regulation. It is the application of law by 
government or independent administrative agencies for various purposes, including 
remedying market failure, protecting the environment, and economic management. 
 
What are the 3 methods of regulation? 
Three main approaches to regulation are “command and control,” performance-based, 
and management-based. Each approach has strengths and weaknesses. 
 
How do we regulate the economy? 
In the United States, the government influences economic activity through two 
approaches: monetary policy and fiscal policy. Through monetary policy, the government 
exerts its power to regulate the money supply and level of interest rates. Through fiscal 
policy, it uses its power to tax and to spend. 
 
How many types of regulation are there? 
The two major types of regulation are economic and social regulation. Economic 
regulation sets prices or conditions for firms to enter a specific industry. 
 
What are the sources of regulation? 
The sources of regulation include both domestic/national laws (laws that apply to 
activities within the jurisdiction of a sovereign nation) and international laws (agreements 
between sovereign nations). 
 
What are the characteristics of a regulation? 
Characteristics of good regulation are not limited to legalistic rules and techniques. They 
also involve things like necessity, effectiveness, efficiency, legal certainty and social 
justice. 
 
What are two general categories of regulation? 
Economists distinguish between two types of regulation: economic and social. 
“Economic regulation” refers to rules that limit who can enter a business (entry controls) 
and what prices they may charge (price controls). 
 
Why should accounting methods be regulated? 
Regulation acts to ensure that the benefits to these third parties are “built in,” when a 
company contracts for an audit. 16. The market for professional accounting services has 
the potential to be inefficient and regulation is used to mitigate the potential impact of 
this inefficiency on the economy and society. 
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What are the regulatory framework of accounting? 
Assist national standard-setting bodies in developing a national standard. Assist 
accountants to apply relevant accounting standards in preparing financial statement and 
in dealing with topics that do not form the subject of international accounting standards. 
 
What are some examples of government regulations? 
The major areas of legislative activity along with a few federal government regulation 
examples are: 

 Taxes and Financial Regulation 
 Employee Wage and Hour Rules 
 Workplace Safety 
 Discrimination Law 
 Environmental Protection 
 Business Registration 
 Food Establishments 

 
What is an example of regulatory policy? 
Regulatory policy guides agencies' rulemaking agendas. It has been used to create many 
of our most valued public protections, such as the removal of lead from gasoline, the ban 
on arsenic in drinking water, or the installation of airbags in cars. 
 
What is the basic argument for regulation? 
Regulation has done much to improve the quality of life for consumers and employees 
and give them more rights. Products are generally safe. Competition provides goods and 
services at lower prices, increasing standards of living and wellbeing. Regulation defends 
small businesses and defeats monoposonies. 
 
What makes an effective regulator? 
To be effective a regulator needs to be trusted to do the right thing. It not only needs 
appropriate powers, it also needs to be able to demonstrate that it acts within authority 
and appropriately uses its powers properly. 
 
What is difference between rule and regulation? 
Rules are guidelines and instructions for doing something right. It is created to manage 
behavior in an organization or country. They are written principles. On the other hand, 
regulations are directives made in addition to the laws in a particular country. 
 
What are the different ways government can regulate markets? 
Governments can create subsidies, taxing the public and giving the money to an industry, 
or tariffs, adding taxes to foreign products to lift prices and make domestic products 
more appealing. 


