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	As reported on the wall street Journal on 17/7/2018, the Federal Reserve chairman Jerome Powell told Congress on Tuesday that strong U.S economic growth and the stable inflation only implies that the Central Bank should to raise the short-term interest rates. Mr Powell also noted that there was a growing risk if the President Trumps government lowered the trade barriers and if the lowered trade barriers results in permanently higher tariffs. Mr Powell only suggests that this action by the central bank would only cure the short-term effects.
This article illustrates a form of market failure. The fact that the free market cannot effectively contribute to the allocation of resources in the society depicts a market failure. The government has to get involved in so as to correct the market failure. Lease fairre as advocated by the Classical economists argued that the government should never get involved in the functioning of the market. The lowering of the trade barriers by the Trump government illustrates a form of market failure in the market. In this case, it is the exchange of goods and services-Trade. The lowering of the trade barriers indeed increases the trade activities which benefit the economy by ensuring there is an increased GDP which results in an increase in the economic growth. In the long run, the increased economic growth would result in inflation where the prices of the general goods and services would increase hence hurting the economy by the money-losing it purchasing power (Mazzucato, Penna, 2016).
As advocated by Keynes and most of the modern economists, government regulation of the market should be done carefully and only when it is correcting a market failure. In this case, the lowering of the trade barriers by the Trump administration should only be done up to a certain point which yields the best returns for the American Economy. The lowering of the trade barriers should only ensure that a given negative effect is eliminated from the economy after which the market should be left to operate on its own. The continued lowering of the trade barriers could result in bringing unintended effects on the American economy such as resulting in the overflow of foreign goods on the American Economy which would kill the local industries. Therefore the lowering of the trade barriers should be effectively monitored (Graafland, Smid, 2017).
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