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ABSTRACT:

Good microeconomic policy requires two things. Thefirst is a commitment to the entrenchment of well
functioning markets and to letting market competition determine economic outcomesin all circumstances where
competition is appropriate. The second is good regulations (that is, rules) to guide economic outcomes when
competition is not appropriate. Two sorts of institutional strategies arerequired to attain good microeconomic
policy foundations. Good regulations require good supporting institutions to implement and enforce the rules. So
countries need to identify the institutional frameworks they will need to support good regulatory regimes. But no
economy starts out with the best regulations or supporting institutions. Instead they inherit a set of regulations and
institutions that reflect their own unique history. Further, economic growth and technological developments mean
that the areas where competition is appropriate can change over time.
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