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ABSTRACT 
Globalization, especially over the last three decades, has wrought many changes in a proper role of 
governments to not only the perception of some politic issues, such as effective policy making, but also some 
economic issues, such as maximizing the social welfare. Governments have a wide range of instruments in 
order to make their societies more welfare by increasing desired politically, socially and economically desired 
outcomes. In the light of relevant economics theory, the objective of this paper is to analyse the main three 
theoretical dimensions of government interventions: Public goods and social benefits, subsidization and 
externalities and market imperfection. 
Key Words: Government Intervention, Higher Education, Public Goods, Subsidization, Externalities, Market 
Imperfection. 

 
Introduction 
Education is generally considered a public good and a human right for quite a long time. A public good is 
based on two distinct characteristics which include non-excludability and the non-rivalry in consumption. The 
latter characteristic means that there ought not to be a decrease in the benefits others receive as a result of 
additional people joining the educational system. Various international institutions especially the United 
Nations as such have backed the conceptualization of education. It is, however, important to point out that the 
education scene has changed significantly in the recent time given the involvement of many actors including 
for-profit organizations and non-state actors. To some extent, the higher education has a capitalism feel 
(Slaughter and Rhoades, 2004). Nonetheless, the government has continued to play its role. A reason behind 
this is based on the notion that despite the change being experienced in higher education in terms of 
participation, it is still considered a public good largely internationally (Vaira, 2004). There are various 
dimensions through which the government in intervenes in higher education. These dimensions include 
treating higher education as a public good to enhance social benefits, externalities and subsidizing and market 
imperfections. 

 
Materials And Methods 
Since the research is qualitative, the results of the study were based on extensive analysis of the existing 
literature and scholarly materials published on this subject matter based on the fact there provide reliable and 
accurate journals and academic books. It is certain to note that the credibility of sources is of importance as it 
influence the accuracy of the findings. That notwithstanding the year of publication was crucial to ensure that 
the information derived paints an accurate of what currently exists with regard to the subject matter. Content 
analysis is the main data analysis procedure utilised as it entailed the review of common themes in the articles 
that are utilised for the study. 

 
Literature Review about Government Intervention in Higher Education 
The literature review aims to provide a critical illustration of the role of government in higher education in 
terms of its right of intervention in the light of education’s common and distinctive features. Musgrave (1969) 
highlight that the growing number of private actors in the education sector have seen it transform from being a 
pure public good to being an impure public good considering the rivalry within this sector sparked by intense 
competition. Kirkwood and Mundel (1975, p.132) add that “considering the large number of low-income 
families, a large number of youth are likely to miss higher education just because they cannot afford it”. 
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Most of the literature reveals a level of similarity in the structures that education is one of the crucial role of 
government in any society in terms of the externalities of education: According to Ball et.al. (2002), higher 
education contributes significantly in one’s economic and social wellbeing, which makes it, tis quite essential. 
Liefner (2003) state that education is a right of any person interested in accessing it. In the modern day 
however, everyone knows that accessing a college education is expensive with different people coming up with 
ideas on how to remedy this. Slaughter and Rhoades, (2004) suggest that the government can establish a 
welfare program aimed at supporting students from low-income families. Reay et.al. (2005) is of the view that 
this could go a long way in ensuring that every youth gains access to education regardless of their social class. 
Moreover, this can be quite effective particularly considering that students from low-income families often bear 
the blunt of the lack of equity in the higher education sector. 

 
Marginson (2006) and Wilkins et al (2012) contend that only government roles alone are inadequate for good 
at making effective policies for education. Also, it is important to consider that the essential of education 
features: Where one individual is unable to access higher education for one reason or another, this is likely to 
have a ripple effect even to following generations and vice versa. Likewise, only those that can afford the 
education have access to it means that equity lacks significantly. Notably, education is classified as a public 
good meaning that its access is not limited to a certain group of individuals only. The involvement of the state 
can come in the form of establishing national institutions in which students can access education at fair prices. 

 
Results and Discussion 
I- Public Goods and Social Benefits 
Musgrave (1941, 1959, 1969) gave a clear definition of public good “as a counterpart to a private good, is a 
good whose consumption does not diminish its availability to other consumers” (Samuelson, 1954). Pusser 
(2006) describes public goods as a good that posses the features of non-rivarly and non-excludability and one 
that is valued by the individals. According to Kotchen (2009), public goods have two defining features. The 
first is non-rivarly which implies that the accessibility of the product by one person does not minimise the 
ability of other people to enjoy the same good. The other feature is non-excludability which means that people 
cannot be disallowed to enjoy the good. In this context, there are goods and services that are considered best to 
be left to the market (Dill, 2003). This means that the market determines supply and the pricing of such goods 
besides influencing another key attribute of the products. On the other hand, there are goods and services 
considered to be only fairly and efficiently provided through government intervention. It education was to be 
left to the market which is largely capitalist, there is no telling how many would miss out (Marginson, 2013). 
Thus, higher education is considered a public good as it is one of those goods that require government 
intervention for the purpose of fair distribution (Olssen and Peters, 2005). 
 
Besides being a public good, higher education is a right for every willing consumer. If left to the market, 
higher education can easily change from being a right for all to being a luxury. Notably, there are key 
characteristics that define pure public goods. One of these characteristics is non-excludability. These means 
that the benefits arising from public goods cannot be enjoyed only by those, which have paid for it. Instead, 
those that have not paid for it can enjoy the benefits as well. With private goods, enjoying the benefits is 
ultimately pegged on payment for the goods or services. Notably, the growing competition in higher education 
contributes to the seemingly growing consideration of it being termed as a private good (Marginson, 2006). 
 
One major approach entails the enlargement of the public good standard from the inside by looking at the 
ethical considerations. Through this approach, the standard theory is interpreted loosely as non-excludability 
of education is considered on ethical ground and not on a technical one. Human rights in this approach come into 
play, which therefore makes education to be compulsory (Daviet, 2016). This brings about some semblance of 
fairness in the offering of higher education (Douglass, 2005). The difficulty in accessing higher education is 
well illustrated by the high costs attached to private institutions offering it. Devoid of government institutions 
offering the higher education, the vast majority would miss out and higher education would be a reservation of 
the financially capable (Arum et.al, 2007). The other characteristic of pure public goods is non-rival 
consumption. This means that consumption by one consumer does not bar another consumer from consuming 
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the same good or service. In other words, the marginal cost of offering the good or service to another person is 
essentially nil. It is vital to highlight that without government participation, these characteristics of public 
goods, higher education, in this case, would be irrelevant (Burke, 2004). Notably, the government ought to be 
concerned with the welfare of every citizen regardless of their financial capabilities. It is essentially the 
intervention of the government in higher education that makes it a public good. Despite the involvement of the 
state in subsidizing higher education through various measures, the education sector remains competitive due 
to the involvement of private institutions. The competition arises in terms of quality of education and tuition 
fees. This therefore ultimately classifies education as an impure public good. 
 
“The categories of public goods and social benefits that may result from higher education and thus provide 
possible grounds for social support include knowledge; economic growth; political, social, and market 
functionings; geographic mobility; social and economic mobility; and various intergenerational effects” 
(Kirkwood and Mundel, 1975, p.121). Knowledge refers to the information and skills acquired through real 
life experiences as opposed to a formal process. The key difference between knowledge and education is that 
education is acquired through a formal process while knowledge is gained through real life experiences. 
Economic growth; basically, this refers to the growth in the ability of an economy to create services and goods 
in comparison to another period. Notably, a country that has a large number of educated people is likely to 
realise more economic growth than once that is lacking in education. Political, social and market functioning; 
market functioning refers to factors that enable a company to create successful products for the market. Notably, 
the execution of this function in addition to political and social status in any country is to some extent 
determined by the level of education in that particular country. 
 
Furthermore, geographic mobility; this is a statistic that measures the level of migration in a population. 
Essentially, countries that have less developed higher education system are likely to experience high geographic 
mobility as people move to other countries in pursuit of education. Social and economic mobility; social 
mobility is defined as the movement of different groups of people across different social strata while economic 
mobility is the movement of people across different economic strata. Intergenerational effects; in some way 
this refers to the perceptions of educated and non-educated parents and the effect that this has on generations. 
Parental support is crucial in higher education. Parents who have not acquired a higher education are likely to 
be reluctant in support their children to pursue it while those that have are likely to support their children rather 
strongly. Moreover, youths from low-income families are likely to face major limitations in accessing higher 
education than students from financially well-off families (Kirkwood and Mundel, 1975). 

 
II- Subsidization and Externalities 
Higher education enjoys subsidies in multiple countries globally; even there are conspicuous differences in the 
level of subsidization offered (Altbach and Knight, 2007). Essentially, this is another dimension that 
government uses to intervene in higher education. In Scandinavian countries, public funds making up the 
universities budgets amount to about 90%, which means government subsidies, only covers 10% of the 
budget. In other countries such the US and UK, public funds make up for only 30% of the budget meaning 
70% is offered by the governments as a subsidy (Foskett, 2011). These differences root from various factors 
including transparency in governance, level of economic development and general perception of education in 
the country among others (Dill and Soo, 2004). 
 
Nonetheless, subsidization of higher education by the government is motivated by two main factors. The first 
one is the necessity to aid young people from low class of the society to gain education. The second reason is 
the perception that higher education is accompanied by positive externalities. It is likely that without 
government subsidies, there would be an underinvestment in higher education. The rationale behind this rests 
on the implications of positive production externalities. 
 
In this context, “the following categories of externalities or external effects are often cited as justifications for 
social support for higher education: 
(a) Lower welfare and transfer program costs; 
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(b) Increased tax yields; and 
(c) External effects among students within the educational process itself” (Kirkwood and Mundel, 1975, p.128). 

 
Lower welfare and transfer program costs; lower welfare refers to the existence of minimal support offered, in 
this context, to persons seeking higher education and transfer program costs on the other hand refer to costs 
attributed to the process of sponsoring individuals to seek higher education in other geographically distant 
regions. Increased tax yields; this is an increase in amount of taxes collected resulting from increase in 
revenue of the taxable persons or companies. External effects among students in the educational process; this 
refers to factors such as politics, state of the economy and social factors that influence the students outside the 
learning institution (Kirkwood and Mundel, 1975). 

 
These concepts refer to a situation where an institution improves the well-being of others, but it does not 
receive any compensation. Thus, not many institutions would be willing to offer education unless they receive 
fair compensation (Luke, 2005). So far, little focus has been placed on the negative externalities. Considering 
this, some literature suggests that gathering more evidence on negative externalities attached to higher 
education could give more reason to suppress higher education rather than subsidize it. Nonetheless, it is vital 
to point out that, higher education is pertinent to the economy and the society as well (Mason et.al, 2009). 
Without the knowledge acquired through higher education, most economies would be far from achieving any 
meaningful developments (Marginson,2014). Subsidization is essential in levelling the ground in regard to 
accessing higher education (Morley, 2003). In so doing, however, the governments must perform due audit to 
determine the extent of subsidization merited by higher education (Apple, 2005). 

 
III- Market Imperfections 
Martin and Oughton (2000) point out that although free market economists and imperfect market economists 
believe that the role of the government is important in remedying market failures, they still insist an “optimal” 
level of government intervention, which requires careful consideration of the reason for market inefficiencies 
and for the design of the remedy. Additionally, Samuelson and Nordhaus (2010) state that government 
intervention is necessary if there are major market failures such as excess market power in an industry, an 
inadequate supply of information for consumers and workers, and externalities. 
 
Despite the relentless efforts by the government and other actors to make higher education accessible to as 
many students as possible, the efforts have not been without imperfections and failures (Hentschke et.al, 
2010). Market imperfections refer to cases where instead of improving a situation, the efforts employed 
appear to aggravate the situation further. Recently, the higher education has been overly prevalent worth 
market imperfections and failures globally (Mazzarol and Soutar, 2001). Over the last three decades, for 
instance, the cost to access college education has risen by about 1100%. Moreover, students relying on loans 
have had to pay back the loans at rates that are above market. The irony in these is that the main objective for 
government objective in higher education is to ensure that it is accessible to learners from low-income 
families. To some extent, instead of making higher education more accessible, the loans offered to students 
tend to make it even more expensive (Epple, et.al, 2006). Notably, some of these students are forced to pay 
the loans for years from their pay slips. 
 
Besides the high cost attached to student loans, higher education has been mired in rife corruption. These have 
mostly been associated with most grants and loans designated for low-income students. Additionally, frequent 
conflicts between regulators and educators have derailed the efforts to make higher education more accessible 
(Enders, 2004). Often these conflicts end with blame placed on the victims. Notably, most students are pushed 
to pursue the degrees they do by for-profit and not-for-profit institutions that through their relentless 
marketing (Wilkins et.al, 2012). Most colleges have invested in luxurious facilities their objective being 
attracting wealthy full paying students (Ball et.al, 2002). This has also been motivated by global rankings of 
colleges and universities (Marginson and Van, 2007). 
 
By so doing, they effectively cut off low-income students to avoid dealing with the government in various 
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situations (Elias and Purcell, 2004). The higher education markets in the US and in India are good examples of 
market imperfection and failures. The US represents market failures to intermediate the desired outcome 
except for a small group of institutions in an environment that is largely unregulated. The failures in the higher 
education market in India are represented by misdirected regulations that are highly intrusive. While 
deliberating and deciding on the various strategies to implement it as far as improving higher education is 
concerned, the governments ought to evaluate the risks associated with strategies exhaustively. 
 

In this context, it can be said that “the three important market imperfections that effect higher education are: 
Capital market imperfections, monopoly and oligopoly behaviors, and the not-for-profit character of colleges 
and universities.” (Kirkwood and Mundel, 1975, p.131): Capital market imperfections- in higher education 
context, capital market imperfections manifest in the sense that capital funds offered are limited yet 
enrolments to college calls for high cost outlay. Moreover, individuals from low-income families are more 
limited in attempts to access the capital funds. The not-for-profit, oligopoly, monopoly, and higher education 
features may result in losses to low class persons for various reasons. One of these reasons is the lack of 
demand responsive system to fulfil types of higher education demanded in the 21st century (Kirkwood and 
Mundel, 1975). 

 
The not-for-profit, oligopoly, monopoly, and higher education features could result in disproportionate 
shortcomings to low income students due to several reasons. One of these reasons is the lack of demand 
responsive system to fulfil types of higher education demanded in the modern world. The second reason is 
that while low-income students accessing higher education may want to leave the institutions having garnered 
similar skills as their high-income counterparts, this may be derailed by the adverse experiences they 
encountered in colleges. (A demand responsive supply, students wishing to access traditional programs could 
benefit from existing compensatory activities. Considering the correlation between family income and high 
school achievement, it is imperative that low-income students are likelier to be affected by non-responsive 
supply). Third, the relentless pursuit by colleges to maximize the quality of their graduates as opposed to 
improving the net gains of their students may be a limiting factor in enrolment and have adverse effects on 
low-income individuals (Kirkwood and Mundel, 1975). 

 
Conclusion 
To some extent, higher education lays the foundation for economic development besides being fundamental to 
the wellbeing of those that access it and those that depend on themes. Notably, considering that education is a 
right for everyone, it is paramount that it be made accessible to all regardless of their social class (Reay et.al, 
2005). It is for this reason that the governments take various measures to make higher education accessible. 
These measures include offering subsidies and loans to institutions and low-income students respectively. 
Unfortunately, these efforts have for a long time been derailed by corruption and macroeconomic factors such 
as inflation. Consequently, higher education has seemingly become more expensive than it ought to be. 
 
The higher education market is currently characterized by the participation of various actors including private 
players, for-profit and not-for-profit actors. These, therefore, calls for a review of regulations to ensure that 
they sufficiently benefit the intended parties (Christensen and Eyring, 2011). In this context, it is true that 
“private actors are likely to provide education only for students whose parents can pay school fees. (Davied, 
2016, p.3). “It is highly likely that some students could be locked out of school considering that private actors 
are often more interested in students who can afford to pay for the education” (Kirkwood and Mundel, 1975, 
p.132). Therefore, this paper fully concurs with the idea of government intervention, which is a need to ensure 
equity in education. 
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