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Economic Theories
The economy of a country greatly defines its development and productivity levels. Therefore, the economic issues of a country should be handled critically. Various theories and models have been developed by different scholars to help in explaining financial matters and also guide counties on to make effective decisions concerning their economic development. Some of the known economic theories include the Marshall Learner Theorem and The Mundell Fleming Model.  These models use different ideologies to explain the impact of various financial factors on the economy. The impossible trinity is also an economic theory that mainly focuses on decision making (Vines, 2015).
The Marshall Lerner Theorem is an economic theory developed by Alfred Marshall and Abba Lerner. This theory states that the devaluation of a country’s currency value can still be of positive impact in the national accounts provided the sum of the price changes in both imports and exports is greater than 1. However, when the sum is less than one, then the fall in currency value is likely to be of negative impact on the country’s  economy. Despite the fact that there is a possibility of a county benefiting from currency fall, these effects take some time before being noticed. The fall in the currency is a condition whereby the exchange rates become low. When this happens, the export prices decrease while the import prices increase. Therefore, the export demand will increase while that of imports will increase (SHAHZAD & AFZAL, 2013).
The Mundell Fleming model bases its assumptions on price levels, money market, and goods market. This economic model states that the economy of a country fully depends on the system of exchange rates that it chooses to adopt (McKinnon, 2004). The model assumes that although a country with an open economy and faultless capital mobility may experience alterations in its rates of domestic interest, such a country cannot stay for long out of the global rates of interest. Counties can either adopt the use of a fixed or a floating exchange rate system. In the floating system, the central bank does not intervene in the external exchange market while the fixed system allows the intervention of the central bank. Since it is impossible to apply the three solutions at the same time, 
Although the two economic theories explain the determinants of a country’s economic progress, they differ in their arguments. Marshall Lerner theorem bases its arguments on a country’s currency value while Mundell Fleming Model focuses on a nation’s exchange rate system. These two theories relate to the impossible trinity because they are all economic theories and their suggestions are highly related to the three options provided by this Trilemma. The impossible trinity also identified as the Mundell Fleming Trilemma is a theory of decision making that offers three solutions of equal importance to a problem yet it is possible to achieve only one of them at a time (Vines, 2015). The solutions offered by this theory are setting fixed rates of currency exchange, having an independent monetary policy and allowing the free flow of capital with no fixed rates of currency exchange. Since only one of the three solutions is manageable at a time, MundellFlemming and Marshall Lerner's theories chose to each explore one of the three solutions and how they can be used to impact the economy of a country. A good example is during WW II, the Bretton Woods Agreement fixed all currencies to the U.S. dollar. Despite this, countries were still allowed to establish their personal interest rates. While observing fixed exchange rates and independent monetary policies, the agreement failed to achieve free flow of capital it remained low.
Therefore, it is evident that the economy of a country can be determined by three main aspects. That is currency exchange rates, free flow of capital and independent monetary policy. The three aspects are important and have a great impact on the nation’s economy. However, it is impossible to achieve the three at the same time. The only solution countries can have is choosing one of the solutions and maximizing its benefits to the economy (McKinnon, 2004).
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