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 Difference between Government Failure and Market Failure and the Role of Government in a Market Economy to Address Market Failure.
Government failure happens when government policies on economic matters lead to inefficient allocation of resources, which then translates to a decline of the economic welfare of the population (Fang & Norman, 2013). On the other hand, market failure is the inability of markets to achieve their potential consequently leaving the population worse off than they theoretically ought to be (Fang & Norman, 2013). In most cases, the existence of market failure is often linked with the government’s inability to provide a conducive market environment. 
To address market failure, governments can develop policies to mitigate the factors that lead to market failure. Although governments cannot fully provide private goods, they need to ensure that these goods are available to the public through formulation of policies that support or control private good providers (Fang & Norman, 2013). For example, in cases where there is market failure due to high production costs, which lead to reduced availability of goods, governments can provide tax cuts, and price incentives to encourage the provision of such goods to the market. In so doing, private goods providers will avail the goods and or services to the market. In the same manner, where there is flooding of a particular product in the market, governments can increase taxes on the goods, to attain market stability. Formulation of such policies by governments will eliminate market failure
[bookmark: _GoBack]The Two Requirements for Efficiency in a Market Economy
To achieve economic efficiency, two conditions are necessary. The first requirement states that an economic activity is termed as resourceful only if it generates more benefits than costs (Fang & Norman, 2013). In the satisfaction of economic efficiency, all actions that generate more benefits than costs must be undertaken. Further, this requirement reiterates that failure to embark on activities that produce more benefits than costs implies that a potential gain has been foregone. The second requirement states that an economic activity is termed as ineffective if it generates more costs than benefits (Fang & Norman, 2013). In the satisfaction of economic efficiency, no action that produces more costs than benefits should be undertaken. This condition reiterates that when such counterproductive actions are undertaken, then the society is worse off. Additionally, when such counterproductive actions are taken, it means that potentially better alternatives are given up. 
As such, economic efficiency in the market place is achieved only when these two requirements are met. From these requirements, it is clear that as more resources are committed to an economic activity, then the benefits tend to reduce. As such, to attain maximum market economy, there is need to consider marginal costs and marginal benefits and recognize that alternative ways of achieving market economy exist. 
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