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ABSTRACT 
Market regulation in developing economies confronts a fundamental dilemma: 
how to achieve allocative efficiency without sacrificing distributive justice. 
Drawing on normative–empirical analysis of legal materials, policy frameworks, 
and comparative data from Indonesia, India, and Brazil, the research exposes 
persistent friction between growth-maximizing policies and principles of equity, 
legal certainty, and institutional legitimacy. Regulatory systems across these 
jurisdictions consistently favor efficiency metrics while sidelining distributional 
consequences—a pattern that widens socioeconomic gaps and weakens public 
confidence in state institutions. Countries with stronger legal infrastructures and 
mature normative traditions demonstrate greater capacity to embed justice 
considerations within economic governance. The study proposes a law–
economics model where legal normativity operates not as ancillary to economic 
logic but as foundational to regulatory design, anchoring policy in fairness, 
predictability, and collective welfare. Theoretically, the work recasts law's dual 
role as both boundary and catalyst in economic systems. Practically, it outlines 
strategies for enhancing regulatory clarity, institutional responsibility, and policy 
credibility in developing settings—charting routes to prosperity that do not 
undermine social solidarity. 
 
ABSTRAK 
Regulasi pasar di ekonomi negara berkembang menghadapi dilema mendasar: 
bagaimana mencapai efisiensi alokatif tanpa mengorbankan keadilan distributif. 
Berdasarkan analisis normatif-empiris terhadap materi hukum, kerangka 
kebijakan, dan data komparatif dari Indonesia, India, dan Brasil, riset 
memperlihatkan friksi persisten antara kebijakan maksimalisasi pertumbuhan 
dengan prinsip kesetaraan, kepastian hukum, dan legitimasi institusional. Sistem 
regulasi di ketiga yurisdiksi secara konsisten mengutamakan metrik efisiensi 
sambil mengabaikan konsekuensi distribusional—pola yang memperlebar 
kesenjangan sosial-ekonomi dan melemahkan kepercayaan publik terhadap 
institusi negara. Negara dengan infrastruktur hukum yang lebih kuat dan tradisi 
normatif yang matang menunjukkan kapasitas lebih besar untuk menanamkan 
pertimbangan keadilan dalam tata kelola ekonomi. Studi mengajukan model 
hukum-ekonomi di mana normativitas hukum beroperasi bukan sebagai 
pelengkap logika ekonomi, melainkan sebagai fondasi desain regulasi, 
menambatkan kebijakan pada keadilan, prediktabilitas, dan kesejahteraan 
kolektif. Secara teoretis, penelitian ini memposisikan ulang peran ganda hukum 
sebagai pembatas sekaligus katalis dalam sistem ekonomi. Secara praktis, 
penelitian ini menguraikan strategi untuk meningkatkan kejelasan regulasi, 
tanggung jawab institusional, dan kredibilitas kebijakan di negara berkembang—
memetakan jalur menuju kemakmuran yang tidak merusak solidaritas sosial. 
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1. Introduction 
 
The relationship between law and economics has become increasingly important in 

discussions of national development, particularly in developing countries. These two 
fields complement each other: economics provides the analytical basis for effective 
legal policy, while law serves as a normative framework within which economic behavior 
is regulated. Integration between the two disciplines does not always proceed smoothly, 
however. Whereas economics stresses optimal and efficient resource use, law 
emphasizes justice, stability, and protection of human rights. Disagreements between 
these two approaches often lead to deadlock in policy formulation regarding market 
regulations. This problem is particularly acute in developing countries where 
governments are under pressure to satisfy conflicting imperatives of economic growth 
on the one hand and demands for social justice on the other (World Bank, 2022; 
UNCTAD, 2023). 

A normative approach to law and economics provides an avenue out of such 
conflicts. The method places ethical and moral principles at the base of economic 
decision-making rather than seeing law simply as a tool for bringing about increased 
market efficiency. Law would then serve not just to regulate economic transactions but 
also to ensure that they proceed in ways that are equitable and sustainable towards 
achieving economic growth. The normative approach rejects legal positivism’s 
separation of law from values and challenges pure economic theory for ignoring social 
aspects of market activity (OECD, 2023; World Justice Project, 2024). The framework 
requires a balance between objectives of economic efficiency and substantive justice 
principles that animate every national legal system. Markets do not operate in vacuums 
but rather within social structures that determine power relations, distribution of 
opportunities, and possibilities for dignified participation in the economy. 

Normative approaches to law and economics face several challenges in developing 
country settings. The ideal regulatory framework for markets often encounters 
impediments from weak institutions, high social inequality, and low capacity for 
enforcement of laws (World Bank, 2023a). Regulations that overemphasize efficiency 
without regard to distributive justice can deepen social stratification and undermine the 
legitimacy of the law itself. On the other hand, excessive intervention based on 
concerns for social justice without consideration of market mechanisms may stifle 
productivity and create distortions in policies (IMF, 2023a). An urgent necessity thus 
confronts developing countries: building legal frameworks capable of harmonizing both 
demands. Problems are compounded when governments lack adequate fiscal 
resources to compensate parties disadvantaged by market dynamics or administrative 
capacity to monitor regulatory compliance. Regulatory aspirations meet bureaucratic 
realities in laws that exist on paper but remain unenforced in practice. Meanwhile elite 
capture of regulatory processes enables powerful economic actors to shape rules for 
their own benefit undermining both efficiency and equity objectives. 

Apart from institutional and structural factors, economic globalization adds many 
layers of complexity to the process of forming market regulation in developing countries. 
Trade liberalization, flows of cross-border investment capital, and the diffusion of 
technology put pressure on governments to align domestic law with international 
standards that prioritize efficiency in the marketplace (UNCTAD 2022). But local social, 
cultural, and political realities often resist such alignment. Conditionalities imposed by 
international financial institutions and multilateral trade agreements can constrain 
national policy space for social justice (IMF 2023b; World Bank 2025a). This is where 
the normative approach becomes valuable as a critical analytical instrument - assessing 
whether economic regulations truly reflect justice principles recognized within national 
legal orders (Rule of Law Index 2023). Developing countries are stuck between external 
pressures for liberalization and internal demands for protection and redistribution. The 
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resulting regulatory frameworks are usually uneasy compromises that do not fully satisfy 
either efficiency or equity criteria. Abstract normative commitments cannot easily be 
translated into concrete institutional arrangements that would withstand market 
pressures as well as political contestation. 

The article analyzes how the normative approaches change the dynamics between 
law and economics in developing countries with particular reference to market 
regulations designed to achieve efficiency as well as equity. It looks at how normative 
legal principles can be embedded into inclusive economic policymaking and explores 
ways in which such normative dimensions may be integrated with economic rationality 
so that regulatory frameworks would be productive and socially just at the same time 
(World Bank & OECD 2023). The study does not provide any prescriptive solutions but 
rather identifies structural tensions and institutional prerequisites for normative 
regulation. By comparing regulatory experiences across different developing 
economies, it seeks to highlight patterns of success or failure that might inform future 
policy design. This is not about creating a universal template but rather an effort toward 
clarifying under what conditions law-and-economics approaches inspired by normativity 
could work effectively in resource-constrained and institutionally fragile settings. 
 
 

2. Methodology 
 
This research employs qualitative and normative-empirical methods. The normative 

approach examines legal principles, theories of justice, and norms governing the 
relationship between law and economics. Conversely, the empirical approach 
investigates how market regulations operate within the social and economic realities of 
developing countries. The study therefore integrates legal analysis with public policy 
studies and development economics theory. This methodological choice reflects the 
recognition that the issues under investigation involve not merely written legal standards 
but also their application within dynamic and complex economic practices. Primary data 
were obtained through in-depth interviews with legal practitioners and policy experts. 
Secondary legal materials consist of academic literature, scholarly journals, 
international policy reports, and documents from global financial institutions such as the 
World Bank, International Monetary Fund (IMF), Organisation for Economic Co-
operation and Development (OECD), and United Nations Conference on Trade and 
Development (UNCTAD) (World Bank, 2022; IMF, 2023a; OECD, 2023; UNCTAD, 
2023). These institutional reports provide empirical evidence on regulatory governance, 
market reforms, and the relationship between rule of law and economic justice in 
developing economies (World Bank, 2023a; World Justice Project, 2024). Primary legal 
materials include statutes, government regulations, and court decisions. Tertiary legal 
materials comprise legal dictionaries and economic encyclopedias. Table 1 below 
presents detailed research data sources. 

 
Table 1. Types and Sources of Research Data 

No Data Type Primary Data Source 
Collection 
Method 

Purpose of Use 

1 Primary legal 
materials 

Statutes, regulations, 
court decisions 

Document study Normative 
analysis 

2 Secondary legal 
materials 

Books, scholarly journals, 
policy reports 

Literature review Theoretical 
foundation 

3 Tertiary legal 
materials 

Dictionaries, 
encyclopedias, legal 
indices 

Library research Conceptual 
clarification 

4 Primary data Interviews with legal and Semi-structured Empirical 
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economic experts interviews validation 
Source: World Bank. (2023). World Development Report 2023: Migrants, Refugees, and Societies. 
Washington, D.C.: The World Bank Group. 
 
The study utilizes descriptive qualitative analysis with deductive-inductive patterns. 
Deductive analysis applies normative legal theory to economic policy, while inductive 
analysis synthesizes empirical data on market regulation implementation in developing 
countries. Collected data undergo reduction, thematic categorization, and normative 
interpretation. The research aims to discover how legal principles such as justice and 
legal certainty relate to economic efficiency objectives. It also seeks conceptual meeting 
points between these domains within public policy frameworks. Additionally, the 
research employs a comparative analytical framework examining market regulatory 
policies across several developing countries including Indonesia, India, and Brazil. 
Country selection followed specific criteria: diverse legal systems (civil law and common 
law), middle-income economic development stages, and high social inequality 
challenges. The comparative analysis aims to enhance understanding of how normative 
approaches function across different legal and economic settings. Table 2 below 
illustrates country selection criteria and their relevance. 
 

Table 2. Country Selection Criteria and Comparative Analysis Relevance 

Country 
Legal 

System 
Economic 
Condition 

Primary Challenges 
Research 
Relevance 

Indonesia Civil Law Middle-income 
developing 
country 

Social inequality, 
regulatory corruption 

Primary case study 

India Common 
Law 

High growth with 
large disparities 

Bureaucratic 
inefficiency 

Legal system 
comparison 

Brazil Civil Law Latin American 
developing 
country 

Weak legal 
institutions 

Regional and 
historical 
comparison 

Source: United Nations Development Programme (UNDP). (2023). Human Development Report 2023/2024: 
Breaking the Gridlock. New York: United Nations. 
 
The research employs source and method triangulation to ensure validity and reliability 
of findings. Source triangulation compares data from various types of legal materials 
and interview results. Method triangulation combines document analysis, interviews, 
and policy observation. Expert consultation from legal and economic fields along with 
academic peer review assessment strengthens interpretation. This methodology is 
expected to generate results that are not only scientifically valid but also practically 
useful for policymakers in designing market regulations that balance social justice and 
efficiency in developing countries. The integration of normative legal frameworks with 
empirical economic data allows for regulatory recommendations grounded in both 
ethical principles and practical feasibility (World Bank & OECD, 2023; Rule of Law 
Index, 2023). 
 
 

3. Results 
 

The study shows that normative approaches to the law and economics nexus in 
developing countries continue to face major structural and institutional constraints. 
Primary and secondary legal materials analyzed reveal that most market regulations in 
developing countries such as Indonesia, India, and Brazil are still largely dominated by 
the economic gains perspective, with very little concern for social justice dimensions. 
For example, trade liberalization and investment regulations do not always provide 
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adequate protection for small economic actors as well as other vulnerable groups in 
society. Such conditions indicate a gap between law in books and law in action; ideally 
formulated laws have not been fully translated into national economic policies. 
Interviews and policy analysis reveal that most economic policymakers in developing 
countries are still under the influence of neoclassical economic paradigms which 
emphasize growth and efficiency. Normative legal principles like distributive justice, 
legal certainty, and social protection have not become primary considerations during 
the process of creating economic legislation. 

The implementation of Indonesia's Omnibus Law on Job Creation shows a 
paradigmatic shift from protective functions toward deregulation to attract foreign 
investment. Studies show that these measures facilitate business operations; at the 
same time, they weaken workers' bargaining positions and increase social inequality. 
Similar phenomena are seen in India and Brazil but differentiated by their respective 
legal and political contexts. Data from international institutions like World Bank (2023) 
and UNDP (2023) show that over the past decade, economic inequality has increased 
in developing countries implementing free market policies without equitable regulation. 
The Gini coefficient is high in Brazil and Indonesia even though relatively stable 
economic growth has been achieved. Market efficiency does not automatically translate 
into equitable social welfare. A normative approach in economic law is therefore 
necessary so that regulations will be directed not only toward productivity but also take 
into account socio-economic impacts on vulnerable groups. The paradigm of economic 
law should be reformed to achieve a balance between efficiency as well as justice. 

Countries with strong legal systems and normative traditions are better positioned to 
incorporate justice principles into economic policies, as comparative analysis shows. In 
Brazil, poverty has been significantly reduced thanks to stronger judicial institutions and 
reforms in social policy, although challenges related to bureaucratic efficiency continue 
to exist. The Indian economy is a strong one, but the country still contends with issues 
of corruption and regulatory inefficiencies. Indonesia is in between—the country has 
made major legal and economic reforms, but law enforcement and implementation are 
weak. Institutional strength and legal integrity are the key determinants for success in 
implementing the normative approach to market regulation. There is a need for stronger 
integration of normative legal values with economic rationality if effective and just 
market regulations are to be created in developing countries. Justice without efficiency 
may lead to stagnant growth, whereas efficiency without justice may block economic 
progress. The normative approach offers theoretical foundations for striking a balance 
between these two objectives through the principle of justice-based efficiency. 
Humanistic economic law approaches should be adopted by policymakers in 
developing countries, along with strengthening legal institutions and ensuring that every 
economic policy is thoroughly evaluated for its social impacts. Law can be used not only 
as a tool for regulating markets but also as an instrument toward achieving sustainable 
social welfare. 
 

 

4. Discussion 
 
Developing countries face a basic normative dilemma about how to design market 

regulations: how to achieve a compromise between the objective of economic 
efficiency, that is, an allocation of resources that maximizes output, and the goal of 
social justice, which includes distributional benefits and the protection of vulnerable 
groups. This normative dilemma is intensified by the challenges of globalization, 
digitalization, and sustainability that are changing the economic landscape and priorities 
for regulation. Normatively, legal frameworks do not only serve as technical instruments 
for market failure correction but also as moral instruments for shaping public policy 
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priorities. Therefore, public policymakers in developing countries ought to integrate 
value dimensions (fairness, access, rights) with traditional macroeconomic indicators 
such as productivity or growth (World Bank 2022). The normative method requires 
legislators to set foundational principles such as transparency, non-discrimination, and 
proportionality as bases for market regulation. These ideas then find their way into legal 
instruments like requirements for public consultations, post-implementation evaluations 
mechanisms, and Regulatory Impact Assessments (RIA). In developing countries 
technical capacity to implement RIA usually remains limited. Thus, the application of 
principles in the absence of implementation capability leads to formally sound 
regulations that are weak in practice (OECD 2025).  

The effects of globalization on developing countries are mostly negative with a fair 
distribution of economic opportunities. Though international economic institutions like 
the IMF and WTO profess fair competition among economies through their policies in 
practice these policies skew in favor of developed economies thereby worsening the 
already existing gap between developed and developing countries (Berveno et al., 
2025). Globalization brings new challenges comprising resource scarcities, 
environmental challenges as well as worsening inequality; hence it calls for innovative 
regulatory frameworks that will promote sustainable development (Ніколюк et al., 2024). 
Additionally, globalization and industrialization have huge effects on ecological 
footprints which necessitate institutional quality improvements plus renewable energy 
use so as to mitigate environmental degradation (Li & Zhang, 2025). The intricacies 
involved in a digital economy add up to another dimension concerning regulatory 
challenges whereby there exists an urgent need for reformed state regulation on 
consumer markets so that they can transform digitally; this includes infrastructure 
supporting economic resilience plus social inclusion (Коротун & Veretin 2025). Digital 
governance frameworks should also be aligned with human rights approaches plus 
Sustainable Development Goal 16's compliance by ensuring that digitalization will 
promote inclusive yet accountable institutions (Hoxhaj & Halilaj 2025). 

Weak institutions such as poor contract enforcement, ambiguity in property rights, 
and restricted access for micro and small enterprises are typical of most developing 
economies. The normative law-economics perspective has an end goal of establishing 
strong but non-distorting enforcement rules. Property ownership rules are an instance of 
this because they allow for productive capital accumulation through easily verifiable 
ownership and low transaction costs. However, practice requires institutional 
strengthening that takes time and resources (World Bank, Governance Practice, 2022). 
Effective rules should also consider variations in domestic markets since informal 
markets, agricultural sector dominance, and infrastructure limitations exist. As a 
compromise between effective resource allocation and inclusive social objectives, 
prudent normative approaches propose tiered regulatory mechanisms—for example, 
differential treatment of micro-enterprises relative to large corporations. Such differential 
treatment must be balanced with protections against ineffective regulatory arbitrage. 
The correlation between public and private interests in sectoral policies—in particular 
agricultural and food sectors—highlights the complexity of reconciling market efficiency 
with social welfare objectives (Nakonechny, 2025). 

Distributive justice calls for policies that take into account the benefits to low-wage 
workers, small farmers, women entrepreneurs, and poor consumers. Normatively 
speaking, policy analysis should incorporate distributional metrics beyond aggregates: 
changes in income for the lowest quintile of the population; access to basic services; 
and relative burdens of regulatory costs. Rules of the market can be considered "just" if 
they take into account distributional aspects. Rule legitimacy is a major determinant of 
legal compliance in developing countries: rules not understood or perceived as unjust 
by society will result in low voluntary compliance and high enforcement costs. Hence, 
the normative approach favors legitimacy as an operational requirement—via 
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participation in rule-making processes, data openness, and adequate communication 
regarding policies—so that efficiency and justice may be realized beyond mere legal 
enforcement. New challenges for worker protection arise from the gig economy which 
necessitates comparative socio-legal frameworks to balance platform flexibility with 
adequate legal protections for vulnerable workers (Shekhawat & Khare, 2025). 

Corruption and the capture of regulatory agencies are two of the most important 
threats to efficiency and justice; when rules are designed for the benefit of particular 
groups, market distortions increase and inequality grows. The design normative 
approach requires that anti-capture safeguards, such as transparency in legislative 
processes, conflict of interest restrictions, and public access to information about 
lobbying activities be included in a legal architecture that gives priority to public interest. 
Regulations can reinforce oligopolies and drive out small businesses (IMF, 2023). 
Administrative capacity building is critical for sound law implementation. Legal economic 
analysis, market supervision, and enforcement of sanctions are very much needed 
tasks in many developing countries. The normative method requires investing in 
capacity that serves long-term governmental interests. Regulator training, digitalization 
of licensing processes, and international cooperation for best practice transfer must be 
part of regulatory policy packages. Without such an investment, the best rules will be 
"good on paper but poor in practice." 

Regulations must balance short-term and long-term gains. For example, fast market 
liberalization or opening may increase short-term efficiency but at the expense of 
domestic firms that need protection thus creating negative distributional effects. The 
normative method suggests a policy mix involving gradual liberalization with support 
from domestic actors and social safety nets to alleviate distributional impacts during 
transitions. Trade policies for specific sectors like livestock exports illustrate how 
regulatory frameworks must juggle domestic market protection with international 
competitiveness (Ssenkugu, 2024). Legal frameworks also need to take into account 
the digitalization of markets and technology. The increasing number of digital platforms 
in many developing countries creates regulatory challenges around data governance, 
digital consumer protection, and platform monopolies even as it provides access to 
finance and markets. Peer-to-peer lending business model as well as other fintech 
innovations show how financial access can be democratized via digital platforms while 
creating new regulatory challenges (Milne & Parboteeah, 2016). Policymakers need to 
establish clear public protections—interoperability policies fair access to data—and 
support innovation at the same time. This calls for flexible evidence-based regulation 
backed by contemporary regulatory research. Most existing regulatory frameworks are 
inadequate in emerging markets such as short-term rentals because of regulatory 
fractures—gaps between what regulators intend or want to achieve and their actual 
implementation capacity (Tedds et al., 2021). 

Normative law-economics analysis points out that pre- and post-regulatory impact 
evaluation studies, administrative data, and field experiments are the empirical tools 
necessary to determine whether regulations are effective and just. Typically, developing 
countries suffer from data scarcity; hence, a normative recommendation is the 
establishment of regular, inclusive, and open data collection systems for evidence-
based rule-making and adjustments. In the absence of empirical evidence, policy will be 
based on doctrine and political pressure rather than efficiency and social welfare. Labor 
market regulations intended to protect workers—minimum wages and social security—
should not lead to higher informality which is very common in developing countries. 
Normative approach presents several instruments: realistic minimum standards; a 
subsidy system or incentives for small employers towards formality; training programs 
that make productivity higher so that wage cost burdens can be absorbed more easily. 
These policies require distributional evaluation and adjustment. 
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Financial market regulation is critical for proper capital allocation but in developing 
countries there usually exists competition between inclusion and financial stability. The 
normative approach highlights that proportional prudential frameworks—that is rules 
based on size, complexity as well as relationships among domestic financial 
institutions—are necessary. Eco-investment efficiency and sectoral dynamics indicate 
that sustainable finance strategies should be based on specific characteristics of the 
sector under consideration as well as institutional contexts prevailing in emerging 
economies (Sitompul et al., 2025). Furthermore, credit policies promoting micro-
enterprises should not undermine bank stability unless accompanied by improved 
transparency plus functioning secondary markets. As standards, balanced policy 
packages are recommended by the IMF and World Bank (IMF GFSR & WDR 2022). To 
avoid overlaps or contradictions which may undermine legal certainty, the normative 
perspective stresses that different legal regimes such as competition law, consumer 
law, labor law, and sectoral regulations should coordinate well with one another. 
Developing countries with limited legislative capacity often adopt partial rules thus 
creating regulatory gaps; hence there is a normative need for integrative frameworks on 
sectoral priorities, dispute resolution as well as legislative roadmaps. 

From a normative viewpoint, the reinforcement of judicial institutions and the resort 
to alternative dispute resolution (ADR) are necessary components in the realization of 
market rules de facto. Lengthy or costly courts diminish contractual certainty; ADR in 
the form of rapid commercial courts or mediation reduces transaction costs and 
increases compliance. The developing country that seeks to enhance efficiency through 
access to justice must invest in reforming court procedures and digitalizing judicial 
access (Rule of Law Index & law-and-development literature, 2023–2024). Competition 
policy, or antitrust, is another important normative tool for controlling market 
concentration that undermines competitive efficiency and consumer welfare. In 
developing countries, competition authorities usually do not have the necessary 
resources to prevent anticompetitive practices from proliferating in sectors that are 
naturally monopolistic. The normative approach requires ex ante regulation for natural 
monopoly sectors like public utilities and ex post enforcement for antitrust practices. 
Firms must also coordinate regionally if they operate outside developing countries 
(UNCTAD & competition policy briefs, 2022–2023). 

In forming trade regulations and industrial protection, developing countries must 
balance protectionism for domestic industrial development with efficiency risks from 
prolonged protection. The normative approach advises temporary protection 
instruments with specific time horizons tied to capability targets (e.g., technology 
transfer, productivity improvement) and performance conditions that can be verified. 
This prevents protection from becoming permanent rent-seeking while ensuring that the 
objective of industrial development is socially cost-effective. Normative complexity 
multiplies with intergenerational justice and environmental issues. Effective market 
regulations might result in environmental damage that threatens future generations. 
Environmental regulations in a developing country such as India illustrate the difficulty of 
reconciling economic growth with ecological sustainability (Turaga & Sugathan, 2020). 
In normative law-economics architecture integrating efficiency with intergenerational 
justice, precautionary principles and externality internalization (such as carbon taxes, 
tradable emission permits, and pollution standards) are included. Fiscal regulation is 
important for sustainable growth since it adjusts tax policy, public expenditure, and 
regulatory frameworks to long-term environmental and social goals (Yefymenko, 2020). 
These rules should be accompanied by technology transfer mechanisms as well as 
international financing to those developing countries that are most vulnerable to climate 
impacts. 

The implementation of principles related to human rights and access to justice is a 
normative dimension that is sometimes neglected in a purely economic analysis: for 
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example, access by indigenous peoples to resources and consultation processes for the 
public affect legitimacy at the regulatory level and fairness in outcomes. The normative 
approach therefore requires protection of fundamental rights in economic policy 
decisions, both as moral constraints and as practical prerequisites for conflict avoidance 
and failure in implementation (Law & Development literature; WJP Rule of Law Index 
2023). Regulatory transparency includes draft publication and impact analysis, to 
reduce transaction uncertainty and avoid corrupt practices. Minimum transparency 
standards for developing countries fall under the ethics of regulation, which would mean 
public portals with draft regulations, results from consultations, policy rationales that 
allow stakeholders - civil society and small businesses among them - access to 
participate and demand accountability. 

The fiscal dimension is also part of the normative approach, including regulations 
that are not neutral to the public budget such as subsidies or enforcement costs or 
market impacts on tax revenues. Regulatory policies that do not take fiscal impacts into 
account are at risk of creating tensions between objectives of market efficiency and 
fiscal sustainability. For this reason, RIA must include estimates of fiscal costs and 
cheaper alternatives to achieve the same social objectives. Developing countries shall 
take into account issues of privacy, access to public data, and interoperability when 
designing policies based on governance over data. Regulators may assess regulatory 
impacts and adjust them with sound administrative data but this should be balanced 
with protections for individual privacy as well as security. The normative approach 
prescribes data management frameworks that take into account technical capabilities, 
risks of misuse, and the principle of open access for policy research. 

Normative recommendations for developing countries typically stress local 
adaptation of international practices: rather than copy regulatory instruments from 
developed countries, what is needed are contextual adjustments such as simple rules 
that reduce compliance costs while protecting public interests. This "rule simplicity" 
strategy has been designed to de-escalate government-business tensions and allow 
fairer market access especially for small businesses (scholarship on simple rules and 
law & development practice 2022–2024). Legislative outcome evaluation processes 
should cover efficiency (output, allocation), justice (income distribution, access), 
legitimacy (compliance, public participation). Only with such indicators can policymakers 
know if they have achieved their normative objectives. For this reason a strong 
monitoring and evaluation (M&E) framework is required in developing countries. 

Developing countries often receive significant support from donors and international 
organizations in building legislative capacity. However, normative risks arise when 
donor agendas misalign with domestic priorities or impose conditions that infringe on 
policy sovereignty. The normative approach recommends cooperative principles: 
technical assistance should enhance local capabilities by emphasizing skill transfer 
rather than the mere adoption of regulations from other countries. Empirical studies 
show strong relationships between regulatory quality and economic outcomes such as 
investment, innovation, and legislation. This indicates from a normative perspective that 
improvements in legislation as well as regulatory quality will be required to achieve legal 
objectives and sustainable market efficiency. In other words, investing in law and 
institutions is equivalent to investing in the economy. 

Cases from developing countries have shown that successful regulatory reforms 
usually require policy coherence, consistent political leadership, and sustained technical 
support. The normative approach insists that reforms should not be seen simply as 
changes to legislation but rather that sustained reform strategies are needed which 
encompass training, evaluation, and evidence-based iteration. From an ethics and 
transformative legitimacy perspective, regulations in developing countries must be 
designed with regard to metrics beyond the economic: these include strengthening 
fundamental rights, political-economic inclusion, and social resilience. A mature 
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normative method can align market efficiency objectives with commitments to social 
justice through participatory processes for rights protections and fair redistributive 
mechanisms enabling markets to work properly while addressing the multifaceted 
challenges globalization digitalization environmental sustainability poses. 

 
 

5. Conclusion 
 
The development of legal and economic systems in developing countries should be 

motivated not just by instrumental rationality but by normative concerns of justice, social 
legitimacy, and long-term sustainability. The normative approach uses law not only as 
an instrument to govern economic behavior but also as a moral and social instrument to 
mediate between the gains of market efficiency and the protection of vulnerable groups. 
This illustrates that public policy efficiency is a means toward wider and more equitable 
social welfare rather than an end in itself. Developing countries face structural problems 
of weak institutional capacity, data scarcity, and the complexity of large informal 
economic systems. The normative method stresses that building a solid institutional 
foundation through bureaucratic upgrading, legal system computerization, and policy 
transparency is critical. To ensure that justice and efficiency principles can be 
implemented effectively in practice, regulatory reforms must take into account the 
socioeconomic conditions and the existing administrative capacity when deciding on 
how regulatory reforms may be designed. On the other hand, effective regulation cannot 
emerge through simple imitation of developed country practices without taking into 
account local conditions.  Market efficiency will only come about with legal certainty, 
property rights protection, and strong contract enforcement systems in place. Efficiency 
should be counterbalanced by distributive justice so that greater social and economic 
inequities are not created. Within this normative framework, justice is not just another 
product of policy but a principle that should guide every stage of regulatory design from 
consultation through implementation to evaluation; good regulation is therefore that 
which does not only promote economic growth but ensures that such opportunities are 
fairly distributed to all members of society.  

Also, regulatory success in developing countries depends on legal legitimacy: when 
society perceives law as reflecting principles of justice and wishes to participate therein, 
voluntary compliance increases enforcement costs decrease and effectiveness 
increases legitimacy emanates from public confidence in institutions not merely formal 
compliance hence increasing mechanisms for participation and information 
transparency will be strategic moves toward strengthening the moral basis for an 
economic legal system. In addition, the normative method takes sustainability and 
intergenerational justice into account: rules that focus on short-term efficiency without 
regard for future social or environmental impacts will create new inequalities as well as 
aggravate existing structural weaknesses within developing countries. The 
contemporary normative law-economics paradigm includes precautionary principles, 
internalizing environmental externalities, and green incentive-based policies; just 
economic development thus requires both horizontal and vertical benefit distributions 
among different social groups as well as across generations. 

The normative approach in a global context also reminds us that international 
cooperation and technical assistance from multilateral organizations should respect the 
policy sovereignty of developing countries. Effective and just regulatory models must 
emanate from local processes that comprehend the needs of their societies, not from 
borrowed policies from other countries. Ideal international partnerships encourage 
mutual learning and capacity transfer rather than structural dependency. Developing 
countries must fortify their positions within the global economic system by ensuring that 
trade, investment, and technology rules are based on principles of equality and 
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reciprocity. The normative approach to law and economics in developing countries 
holds that the implementation of market regulation is an ethical and social process 
requiring a balance between substantive justice and economic rationality. There can be 
no justice without efficiency if it is to survive; there can be no efficiency without justice if 
it is not to become economically unsustainable. The first priority, therefore, for 
developing countries, is creating legal systems capable of bringing both together so as 
to produce markets that are at once productive, inclusive, and humane. Through a 
strong normative commitment, developing countries can design regulations that improve 
social justice while fostering growth. This integrated approach—combining solid 
institutional capacity with evidence-based policymaking and participatory processes as 
well as distributional concerns and long-term sustainability—provides a pathway for 
developing countries toward achieving economic development that is not only efficient 
but also fundamentally just and legitimate in the eyes of their citizens. 
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