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Economists have devoted a lot of attention to understanding market processes and
government interventions intended to rectify market failures. In so doing, they
have come to appreciate that government interventions can themselves created
problems. This has led to a literature on the subject of nonmarket or government
failures. Two motivations prompted the development of this literature. One was
to remind proponents of government interventions in markets that such actions
are never costless. Government action comes at a cost, and that cost needs to be
weighed against the cost of the perceived market imperfection. ... A second
motivation behind the development of this literature was to highlight problems
that government action could themselves introduce into any given context,
particularly the tendency for government actions to create perverse incentives for
market participants. Charles Wolf summed up these two motivations. Policy
analysts contemplating government actions to address perceived ﬁroblems should
worry, said Wolf, that “the cure rﬁight be as bad as the illness”. (M. Mintrom,
2012)
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