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REGULATION4

Regulation is broadly defined as imposition of rules by government,
backed by the use of penalties that are intended specifically to modify
the economic behaviour of individuals and firms in the private sector.

Various regulatory instruments or targets exist. Prices, output, rate of

return (in the form of profits, margins or commissions), disclosure of
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information, standards and ownership ceilings are among those

frequently used.

Different rationales for economic regulation have been put forward.
One is to curb potential market power and increase efficiency or avoid
duplication of facilities in cases of natural monopoly. Another is to
protect consumers and maintain quality and other standards including
ethical standards in the case of professional services provided by
doctors, lawyers, etc. Regulations may also be enacted to prevent
excessive competition and protect suppliers from unstable output and
low price conditions, to promote employment and more equitable

distribution of income.

Excessive competition, sometimes also called ruinous competition, is a
controversial term without precise meaning in economics. It usually
refers to a condition of excess capacity and/or declining demand in an
industry, which causes prices to fall to the level of average variable
costs, discouraging new investment and causing some incumbents to
leave the industry until capacity is reduced to the point where supply
once again intersects with demand at a price sufficient to cover all
costs. When regulatory authorities interfere with this process by setting
minimum price levels, excess capacity and its attendant resource
misallocation will tend to persist in the industry. Many economists use
this as an example of the use of regulation to promote the private

interests of producers at the expense of the public interest.

Not all forms of regulation have to be mandated or imposed by
government. Many professions adopt self—regulation, i.e., develop and
self—enforce rules commonly arrived at for the mutual benefit of
members. Self—regulation may be adopted in order to maintain
professional reputation, education and ethical standards. They may also
act as a vehicle to set prices, restrict entry and ban certain practices

(e.g., advertising in order to restrict competition).
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Deregulation refers to the relaxation or removal of regulatory constraints
on firms or individuals. Deregulation has become increasingly equated
with promoting competition and market—oriented approaches toward

pricing, output, entry and other related economic decisions.
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4) Glossary of Industrial Organisation Economics and Competition Law, compiled by R. S. Khemani
and D. M. Shapiro, commissioned by the Directorate for Financial, Fiscal and Enterprise
Affairs, OECD, 1993.
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< The Fourth Industrial Revolution: what it means, how to respond,
Klaus Schwab, 2016. 1. 14 8 >

We stand on the brink of a technological revolution that will
fundamentally alter the way we live, work, and relate to one another. In
its scale, scope, and complexity, the transformation will be unlike
anything humankind has experienced before. We do not yet know just
how it will unfold, but one thing is clear: the response to it must be
integrated and comprehensive, involving all stakeholders of the global

polity, from the public and private sectors to academia and civil

society.

The First Industrial Revolution used water and steam power to

mechanize production. The Second used electric power to create mass
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production. The Third used electronics and information technology to
automate production. Now a Fourth Industrial Revolution is building on
the Third, the digital revolution that has been occurring since the
middle of the last century. It is characterized by a fusion of
technologies that is blurring the lines between the physical, digital, and

biological spheres.

WEORLD
ECONOMIC
FORUM

Navigating the next industrial revolution

Revolution Year Information

ol : : .
1 1784 Steam, water, mechanical production equipment

2 1870 Division of labour, electricity, mass production
- 3 1969 Electronics, IT, automated production

ﬁ 4 7 Cyber-physical systems

There are three reasons why today s transformations represent not
merely a prolongation of the Third Industrial Revolution but rather the
arrival of a Fourth and distinct one: velocity, scope, and systems
impact. The speed of current breakthroughs has no historical
precedent. When compared with previous industrial revolutions, the
Fourth is evolving at an exponential rather than a linear pace.
Moreover, it is disrupting almost every industry in every country. And
the breadth and depth of these changes herald the transformation of

entire systems of production, management, and governance.

The possibilities of billions of people connected by mobile devices,
with unprecedented processing power, storage capacity, and access to

knowledge, are unlimited. And these possibilities will be multiplied by
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emerging technology breakthroughs in fields such as artificial
intelligence, robotics, the Internet of Things, autonomous vehicles,
3—D printing, nanotechnology, biotechnology, materials science, energy

storage, and quantum computing.

Already, artificial intelligence is all around us, from self—driving cars
and drones to virtual assistants and software that translate or invest.
Impressive progress has been made in Al in recent years, driven by
exponential increases in computing power and by the availability of
vast amounts of data, from software used to discover new drugs to
algorithms used to predict our cultural interests. Digital fabrication
technologies, meanwhile, are interacting with the biological world on a
daily basis. Engineers, designers, and architects are combining
computational design, additive manufacturing, materials engineering,
and synthetic biology to pioneer a symbiosis between microorganisms,
our bodies, the products we consume, and even the buildings we

inhabit. (0|5} A4k

oo

2. “4zr AdEg=re e o

https://www.weforum.org/agenda/2016/01/the-fourth-industrial-revolution-what-it-means-and-h
ow-to-respond/#:~:text=We%20stand%20on,buildings%20we%20inhabit.
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Figure 2.1. Composite indicators: Stakeholder engagement in developing
primary laws, 2021

Figure 2.7. Composite indicators: regulatory impact assessment for

developing primary laws, 2021

The indicator only covers practices in the executive. This figure

therefore excludes the United States where all primary laws are initiated by

Congress. * In the majority of OECD countries, most primary laws are

initiated by the executive, except for Colombia, Costa Rica, Czech Republic,

Korea, Mexico, and Portugal, where a higher share of primary laws are

initiated by the legislature.
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Figure 2.1. Composite indicators: Stakeholder engagement in developing primary laws, 2021
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Figure 2.2. Composite indicators: Stakeholder engagement in developing subordinate regulations, 2021
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Figure 2.7. Composite indicators: regulatory impact assessment for developing primary laws, 2021

Il Methodology I Systematic adoption B Transparency
B Owersight and quality corntrol ® 208 2015

IREG score
q r
35 F

3k

25 |

05 F

s i
"3 S & 5 i & 5D F @ F RO Ty &
AP GG GRS LRGP LI

* %] 1 OECD REGULATORY POLICY OUTLOOK 2021 © OECD 2021

_28_



Figure 2.8. Composite indicators: regulatory impact assessment for developing subordinate
regulations, 2021
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Figure 2.18. Composite indicators: Ex post evaluation for primary laws, 2021
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Figure 2.19. Composite indicators: Ex post evaluation for subordinate regulations, 2021
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Indicators of Regulatory Policy and Governance (iREG): Germany, 2021

B Methadalogy B Systematic adoption B Transparency
B Oversight and quabty control A Country total, 2018 B OECD average, 2021
IREG score
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Primary  Subordinate Primary Subordinate Primary  Subordinate
laws regulations laws regulations lews regulations
Stakeholder engagement in developing regulations Reguiatory impact assessment (RIA) Ex post evaluation of regulations

Notes: The more regulatory practices as advocated in the OECD Recommendation on Requlatory Policy and Governance a country has
implemented, the higher its IREG score. The indicators on stakeholder engagement and RIA for primary laws only cover those initiated by the

executive (87% of all primary laws in Germany).
Source: Indicators of Regulatory Policy and Governance Surveys 2017 and 2021, hitp://oe.cdfireq.
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Indicators of Regulatory Policy and Governance (iREG): Mexico, 2021

El Methodalogy Systematic adoption B Transparency
B Oversight and quality control A Country total, 2018 B OECD average, 2021

Primary  Subordinate
lews  regulations

Ex post evaluation of regulations

iREG score
R

X 4 A
it A =

25 |

2_

Primary  Subordinate
laws regulations.

Primary  Subordinate
laws regulations

Regulatory impact assessment (RIA)

Stakeholder engagement in developing regulations

Notes: The more regulatory practices as advocated in the OECD Recommendation on Regulatory Policy and Governance a country has
implemented, the higher its iIREG score. The indicators on stakeholder engagement and RIA for primary laws only cover those initiated by the
executive (6% of all primary laws in Mexico).

Source: Indicators of Regulatory Policy and Governance Surveys 2017 and 2021, hitp://oe.cd/ireg.
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Indicators of Regulatory Policy and Governance (iREG): United States, 2021

N Methodalogy I Systematic adoption B Transparency
B Oversight and quality control A Country total, 2018 B OECD average. 2021
iREG score
4
s
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2 =
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. =
a - .
Subordinate Subordinate Primary Subordinate
regulations regulations laws reguiations
Stakeholder engagement in developing Regulatory impact assessment (RIA) Ex post evaluation of reguiations
regulations

Notes: The more regulatory practices as advocated in the QECD Recommendation on Regulatory Policy and Governance a country has
implemented, the higher its IREG score. The indicators on RIA and stakeholder engagement only cover processes that are carried out by the
execulive. As the executive does not initiate any primary laws in the United States, results for RIA and stakeholder engagement are only
presented for subordinate regulations and do net apply to primary laws.

Source: Indicators of Regulatory Policy and Governance Surveys 2017 and 2021, hitp://oe.cdlireq.
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Indicators of Regulatory Policy and Governance (iREG): Iceland, 2021

B ethodalogy B Systematic adoption BB Transparency
B Owersight and quality control A Country total, 2018 B OECD average, 2021
IREG scome
P
35 F
3
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a5 - A T C—
]
Prmary  Subordinate Primary  Subordinate Primary  Subordinate
laws requlations laws regulations laws regulations
Stakeholder engagement in developing regulations Regulatory impact assessment (RIA) Ex post evaluation of regulations

Notes: The more regulatory practices as advocated in the OECD Recommendation on Regulatory Policy and Governance a country has
implemented, the higher its IREG score. The indicators on stakehoider engagement and RIA for primary laws only cover those initiated by the
executive (81% of all primary laws in |celand).

Source: Indicators of Regulatory Policy and Governance Surveys 2017 and 2021, hitp://oe.cd/ireq.
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Indicators of Regulatory Policy and Governance (iREG): United Kingdom, 2021

Bl fethodalogy W Systematic adoption B Transparency
B Oversight and quality control A Country total, 2018 B OECD average. 2021

IREG score
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Primary  Subordinate
laws  regulations
Ex post evaluation of regulations

Pamary  Subordinate
laws regulations

Regulatory impact assessment (RIA)

Primary  Subardinate
faws regulations
Stakehalder engagement in developing regulations

Notes: The more regulatory practices as advocated in the OECD Recommendation on Regulatory Policy and Governance a country has
implemented, the higher its IREG score. The indicators on stakeholder engagement and RIA for primary laws only cover those initiated by the
executive (89% of all primary laws in the UK).

Source: Indicators of Regulatory Policy and Governance Surveys 2017 and 2021, hitp://oe.cd/ireq.
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Indicators of Regulatory Policy and Governance (iREG): Italy, 2021

B jethodalogy 8 Systematic adoption B Transparency
B Oversight and quality control A Country total, 2018 B DECD average, 2021
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laws regulations laws regulations laws regulations
Stakeholder engagement in developing regulations Regulatory impact assessment (RI1A) Ex post evaluation of regulations

Notes: The more regulatory practices as advocated in the DECD Recommendation on Requlatory Policy and Governance a country has
implemented, the higher its IREG score. The indicators on stakeholder engagement and RIA for pimary laws only cover those inifiated by the
executive (54% of all primary laws in Italy).

Source: Indicators of Regulaiory Policy and Governance Surveys 2017 and 2021, hitp://oe.cdfireg.
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Indicators of Regulatory Policy and Governance (iREG): Canada, 2021

E Methodology 9 Systematic adoption B Transparency
BN Owersight and qualty control A Country total, 2018 B OECD average, 2021

IREG score
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Primary  Subordinate
laws. regulations

Regulatory impact assessment (RIA)

Primary  Subordinate
=1 regulations

Ex post evaluation of regulations

Notes: The more regulatory practices as advocated in the QECD Recommendation on Regulatory Policy and Governance a country has
implemented, the higher its IREG score. The indicators on stakeholder engagement and RIA for primary laws only cover those initiated by the
execufive (72% of all primary laws in Canada).

Source: Indicators of Regulatory Policy and Governance Surveys 2017 and 2021, http://oe.cdlirea.
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Indicators of Regulatory Policy and Governance (iREG): Australia, 2021

Bl Nethodalogy B Systematic adoplion B Transparency
BB Oversight and guality control A Country total, 2018 B OECD average, 2021
IREG score
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Primary  Subardinate Primary  Subordinate Primary  Subordinate
laws  regulatians laws regulations laws regulations
Stakehodder engagement in developing regulations Regulatory impact assessment (RIA) Ex post evaluation of regulations

MNotes: The more regulatory practices as advocated in the OECD Recommendation on Regulatory Policy and Governance a country has
implemented, the higher its IREG score. The indicators on stakeholder engagement and RIA for primary laws only cover those initiated by the
execufive (99% of all primary laws in Australia).

Source: Indicators of Regulatory Policy and Governance Surveys 2017 and 2021, http:/foe.cdlireg.
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< Financial Services and Markets Act 2000 >
CHAPTER 2
RULES: MODIFICATION, WAIVER, CONTRAVENTION AND PROCEDURAL
PROVISIONS
Modification or waiver of rules
138A Modification or waiver of rules
(1) Either regulator may, on the application or with the consent of a
person who is subject to rules made by that regulator, direct that all or
any of those rules—
(a) are not to apply to that person, or
(b) are to apply to that person with such modifications as may be

specified in the direction.

%= FCA(Fanancial Conduct Authority)®] Tf#] AME=wvtx~ 9] M
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