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Why Governments intervene in markets?

Governments intervene in markets when they inefficiently
allocate resources.

-The government tries to combat market inequities
through regulation, taxation, and subsidies.

‘Governments may also intervene in markets to promote
general economic fairness.

‘Maximizing social welfare is one of the most common
and best understood reasons for government intervention.
Examples of this include breaking up monopolies and
regulating negative externalities like pollution.

‘Governments may sometimes intervene in markets to
poromote other goals, such as national unity and
advancement.
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- Government regulation and planning stifle

entrepreneurial initiative, impede innovation,
and impose unnecessary financial and
administrative burdens on the economy

Adam Smith - invisible hand

Neoclassical economist
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No Trespassing
Violators will

be prosecuted.
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