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Abstract:
Political-economic changes that include lessening of state ownership, regulation and funding, as well as decreased importance of state as an employer and rise of private sector employment have produced profound changes in the traditional role of state as the sole provider of higher education.  If communist state was a monopolistic provider of higher education, the beginning of the 1990s witnessed creation and growth of independent private sectors on the one hand and privatization of public educational services on the other.  However, the degree state has nevertheless retained its profile in higher education provision, funding and governance varies considerably across the region.  In addition, there are significant differences in the role that societal actors and professional organizations play in deliberations and implementation of higher education policies.  By using comparative case study method, my thesis seeks to account for well-pronounced differences in the trajectories of higher education development of newly independent states that have emerged from communist rule.  The countries studied are Latvia, Lithuania, Estonia and Georgia (and Hungary as a pilot case study).  The current paper presents different bodies of theories advanced up to date which help to understand the wide diversity in higher education policy outcomes across post-communist countries. Comparative Public Policy literature enables us to identify a range of variables that ostensibly determine public policy choices. From this multiplicity of determinants, Economic and Political Theories of Public Good Provision helps to single out those having more weight in explaining the differences in public/private division of responsibility for higher education provision.  The concluding section explores the studies that deal with the recent shift in thinking about who should bear the costs of higher education and its concomitant increase in privatization of higher educational services. The latter studies further shed light on current processes taking place within post-communist higher education systems.         

1.  Introduction: the Topic and Research Questions
The differences in the trajectory of higher education development in post-communist countries are profound.  The decline of the strict central control over higher education has yielded to markedly different forms of governmental steering of the sector.  More often than not, government remains a key actor in determining policy choices but the number of stakeholders exerting influence on policy-making process has grown significantly.  In fact, it is on the particular balance of internal and external interests, competing authorities and forces that higher education systems of post-communist countries differ.  More specifically, the variations are largely a reflection of the particular balance of the authority that the state has nevertheless retained and the influence of the growing number of stakeholders.  Observed differences in higher education governance structures give rise to important questions regarding public policy choices and their determinants: namely, what explanation could be found for conspicuous differences in higher education policy outcomes across the region or why do we find governments in countries with comparable higher education legacies have pursued different courses of action for dealing with similar concerns. 

One such overriding objective faced by many post-communist nations has been expanding access to previously (quantitatively) elite higher education.  It is with respect to the massification process in general and the dynamics of higher education privatization in particular that the differences in the policy choices have become most pronounced.  The shift from elite to mass higher education indisputably is one of the major developments within fields of higher education internationally.  Massification in Europe started in the early 60s (Neave 2003) whereas in East Central Europe (CEE) and the Former Soviet Union (FSU) the process came about during the years following the regime changes of 1989.  It is true that communist period in many countries had been characterized by growing share of highly specialized, short-cycle, non-university sectors which constituted an effective means for both meeting industrial needs and for allowing increased participation of children of working-class parents.  Notwithstanding these efforts, higher education in much of the pre-transition countries remained by and large elitist.  As we observe, the movement towards mass higher education has been far from uniform.  While the expansion in some countries has been achieved largely through increased public provision, others have witnessed spectacular growth of private sectors accommodating demand on higher education that was left unmet by government provision.  Countries exhibit significant variations with respect to two main strategies that governments have adopted for facilitating higher education enrolment rise.  These are creation of visible private sectors and privatization of public educational services.  For example, the size of private sectors across the region varies from non-existent to almost 30 percent shares.  Besides, the differences persist with respect to legal status and the degree of governmental regulation that ranges from laissez-faire to stringent control and even to such state resistance that makes establishment of private institutions impossible.  
II. Theoretical Background

II.1. Determinants of Public Policy Choices

It has been recognized that the major problems that face different (Western) governments are often of the same nature but the actions taken in response to them varies significantly (Rose 1973, Hancock 1983). The need to explain wide divergences in policy choices that different countries pursue constitutes the main justification of the Comparative Public Policy studies, which emerged as a subdiscipline within political science in the early 1970s (Hancock 1983). Comparative Public Policy is the cross-national study of how, why and to what effect government policies are developed (Heidenheimer, Heclo, Adams 1975). The major difficulty in studying what influences the politics of social choice is the multiplicity of variables and a lack of agreement in the literature about which one does the best job in explaining the differences in policy outcomes. 
The debate has mainly evolved around the relative importance of “economics” vs. “politics” in determining policy choices regarding the provision of governmental services.  Among the policy analysts who have argued that the levels of economic development rather than political factors are the main determinants of public policy are Thomas Dye (1966), Charles F. Cnudde and Donald J. McCrone (1969) and Harold L. Wilensky (1975).  For example, in The Welfare State and Equality: Structural and Ideological Roots of Public Expenditures, Wilensky examines the relationship between affluence, economic system, political system and ideology and finds that the economic growth to be at the root of the general emergence of the welfare state.  Analyzing social policies of sixty-four countries, he asserts that however useful can political and ideological categories be to other analysis, they have almost no role to play in explaining the origins and development of the welfare state (Wilensky 1975, p. xiii).  
Works of policy analysts who advocate ascendancy of the economic variables has been severely criticized on both empirical and logical grounds. Even though many scholars of public policy agree that the wealth of a nation does influence the level of governmental spending on social services, there is the general consensus that this criterion alone cannot account for empirical reality in which governmental spending on social provisions in countries with comparable levels of economic development varies so greatly.  By employing a range of methodological approaches in their analysis, different scholars have emphasized the relative importance of various factors like political institutions, elites and their ideology, political parties and organized interest organizations in influencing the content and timing of particular policy pronouncements. For example, some critics assert ideology to be the most important factor in determining public policy choices. Analyzing different fields of social services in five advanced industrial democracies, Anthony King in his Ideas, Institutions and the Policies of Governments: A Comparative Analysis asserts that ruling group ideology is the crucial factor while other conditions such as political elites, demand, interest groups and institutions play less important role in determining the level and scope of governmental provision of public services (1973).   
Bert A. Rockman also considers political parties to be main agents for democratic control over policy choices and their ideologies - for determining these choices, but his essay Parties, Politics and Democratic Choice, puts an emphasis on those many factors that hinder  the policy-making process, notwithstanding the enthusiasm and effort party ideologists (1992).  While arguing for the significance of political parties in the process of democratic policy choice, Rockman identifies and examines numerous exogenous and endogenous factors that make party-policy connection extremely complex.  Employing public choice and political sociology perspectives, he distinguishes parties according to their motives, i.e. whether they are “vote maximizers” or “program emphasizers”, and argues that even when parties are “opinion mobilizers” and thus are willing to take the risk and depart from the status quo, interplay between a wide range of factors determine how effectively can they put forward their programs. Those include organizational characteristic of a party, its power status or its position in relation to other parties, its durability in government and more general political circumstances.  Other factors have to do with the nature and types of policies themselves. Clearly, there are greater political costs as well as resistance to changing well-established and popular policies than initiating changes in areas with less existing policies.  Which policy is more subject to party-directed change also depends on its complexity, instrumentation and institutionalization (thus he conjunctures that social policies should be more difficult to change than, for example, foreign policies). Finally, underlining the distinction between policies and their outcomes, Rockman notes that the factors influencing successful implementation of policies are as multiple as those affecting their choice.                

Like Rockman, Douglass Hibbs’ work deals with the issue party-policy nexus, but his focus is more specific, that is macroeconomic policies (Hibbs 1977).  Employing aggregate data on levels of inflation and unemployment in relation with the left-right placement of a ruling party, Hibbs examines macroeconomic policies in twelve Western European and North American nations and also finds a positive correlation between political parties and their ideology and macroeconomic policies put in place.  More particularly, Hibbs’ findings establish the positive relationship between low unemployment-high inflation and political systems with left parties and high unemployment-low inflation and government by center-right parties. As he concludes, governments pursue macroeconomic policies in accordance with the objective economic interests and subjective preferences of their class-defined core political constituencies (p. 1467).
According to yet another line of interpretation, interest groups exercise the most powerful influence on social policy dynamics.  The contemporary debate on varieties of corporatism started in the early 1970s and has been growing rapidly since then.  In fact, theoretical and empirical findings of the policy analysts, who view organized interest associations as the main instigations of policy pronouncements, gave rise to a paradigmatic shift within the subdiscipline of Comparative Public Policy (Hancock 1983) The corporatist literature (Schmitter 1974, Lehmbruch 1994, Schmitter and Lehmbruch 1979, Schmitter and Grote 1997, Wilenksy and Turner 1987) thus sees public policy of advanced industrial democracies as an outcome of policy-making linkages, bargaining and trade-offs among high-level political, economic and societal actors. According to its central claim, economic, social and political behavior cannot be understood exclusively in terms of either choices or preferences of private individuals of public agencies. Somewhere between markets and states exists a large number of self-organized and semi-public collectivities that individuals and firms relies upon more-or-less regularly to structure their expectations about each others behaviors to provide ready-made solutions for their recurrent conflicts (Schmitter and Grote 1997, p.1). 
Making a clear distinction between “societal” and “state” corporatism, Schmitter, in his earlier work, claimed that the former was common in countries such as Netherlands, Sweden and Switzerland, while the latter was characteristic to countries like Spain, Portugal and Mexico (1974). Other scholars of Comparative Public Policy have further distinguished between societal or liberal, political and economic corporatism.  The degree of control that organized groups representing class, sectoral or professional interests exert on democratic policy making varies greatly across countries (Lindblom, Woodhouse 1968). Whether linkages become institutionalized or remain less formal, certain conditions should be met in order for corporatist practices to be effective.  These enabling conditions can be broadly categorized into two ideal-typical groups: associative properties, which includes monopoly of representation, hierarchic coordination among organizations and involuntary membership, often coupled with official recognition by the state agencies; and decision-making characteristics, important from which are regular interaction between functionally specialized spheres, privileged or exclusive access, opportunity for consultation before legislative deliberations and devolved responsibility for policy implementation (Schmitter 1974, Schmitter and Grote 1997, p.3).  The concept of corporatism has mostly been employed to analyze observable practices in advanced industrial democracies, notably in small and affluent countries.  However, the concept lost its analytical significance in 1980s, as more liberal solutions to the problems of economic policy were increasingly chosen in advanced capitalist societies.
  
The concept of corporatism has been acquiring new theoretical relevance since the 1990s, with the conspicuous revival of corporatist concertation in different countries.
  It is important to note that these practices have become central to political processes not only in prosperous Western European societies, but also in those that seemingly lacked suitably configured set of interest organizations.  Notably, in Hungary, Czech Republic, Bulgaria and Romania from Central Eastern Europe and Russia, Ukraine, Belarus and Kazakhstan form the Former Soviet Union (Schmitter and Grote 1997).  Although lacking “appropriate” organizational structures, these countries have experimented with different forms of corporatist arrangements, in addition to their sporadic attempts to fill many of the old and persistent economic and bureaucratic structures with new purposes.  Thus, the concept of “state” corporatism has gained new analytical appeal, especially with respect to Russia and other former Soviet countries.  Though, it should be added here that, mostly modeled after outdated Western experiences, newly emerged interest associations perform tasks and functions that are somewhat different from those in European democracies.  Besides, these groups are more dependent on respective governments for their performance, as well as for survival, than their Western counterparts.  This is not to say that the groups are not powerful enough, but only that they assume different political importance. Namely, their immediate functions have been facilitating foundational agreement among members of emerging national political elite and reducing uncertainly among competing elites, rather then playing active role in managing the economic transition (Schmitter and Grote 1997).             
Finally, without questioning the indispensable role played interest groups in policy-making process, Arnold J. Heidenheimer (1973), in contrast, stresses the importance of political institutions in shaping public politics.  Heidenheimer examines contrasting patterns of public education, health and welfare policies in advanced democracies of North America and Western Europe and finds different political variables as well as interest group structures to be most powerful influences brought to bear on the long term policy patterns.       
II.2. Theories of Public Goods Provision

The previous section has outlined a number of variables that are regarded in the literature as powerful policy influences.  The presiding discussion has also made it evident that Comparative Public Policy, as a subdiscipline, lacks unity: there is little agreement among policy analysts about relative importance of a range of policy determinants.
  Indeed, no variable can equally be helpful in explaining outcomes of different public policies.  As Rockman’s study demonstrates, the nature and type of policies also matters (1992).  The main purpose of the subsequent exploration of the literature is to put forward theories that explicate what makes education as a special sector.  
II.2.1. Market Failure
Historically, there was no clear separation between public and private in higher education as with other spheres of social life and activities.  Reflecting church-state harmony, elements of public and private blended naturally in higher education establishments.  Only from the nineteenth contrary had fused systems started to gradually separate. The United States is the only country where the separation gave way to both forms in higher education at the same time, while in Europe, as well as much of the world, higher education fell under the public dominance (Levy 1992; Jones 1992)
.  It is form the 1950s that the role of state as a monopolistic provider of higher education has been challenged. Before accounting for the causes of the recent empirical shift and the debate it has generated, this section briefly explores the grounds on which governmental provision of higher education has been defended.    
One of the main rationales for the governmental provision of (higher) education has to do with a public good character of educational services.  In the strict sense, education is not a public good seeing that marginal cost of its provision to an additional individual is not zero and it is not difficult to exclude a person form consuming it.  However, education has usually been referred to as a public or quasi-public good mainly because of the externalities it yields to society.  Education provision from general tax-payer money has therefore been defended on the grounds of perceived benefits that educated citizenry has on society at large (Matthews 1991).  While externalities are present in business as well, information asymmetries which exist between consumer and producer serves as an additional and important reason why the case for the state responsibility for education provision has usually been made.  Kenneth Arrow’s assertion made in his seminal article, Uncertainty and the Welfare Economics of Medical Care, that the special features of medical care industry stemmed exclusively from uncertainly, can be extended to education as well (1963).
  Governmental provision of education thus can be seen as substitution for the failure of market to insure against uncertainties.   
The Economic theories of nonprofit organization, that have its roots in the works of Arrow and Nelson and Krashinsky (Arrow 1963; Nelson and Krashinsky 1973), also regards uncertainty to be the main reason why private non-profit rather then for-profits organizations prevail in health care and education industries.
  To account for why education is one of the major services provided by non-profit organizations throughout the world, Henry Hansmann (1987) emphasizes “contract failure”- where conditions for private for-profit organizations are lacking due to the asymmetry of information between producer and consumer.  For a purchaser of education (or healthcare) services, it is difficult to evaluate and monitor the quality of the service provided.  For-profit organizations thus have an incentive as well as the opportunity to downgrade the quality.  Serving as a valuable substitution for trust, the non-distribution constraint gives comparative survival advantage to non-profit organizations over for-profit firms.
   

II.2.2. Government Failure:

If economic theories of public good provision that emphasize private market failure help to identify industries in which non-profit and for-profit organizations will prevail and conditions most suitable for different types of activities, another set of economic theories focusing on government market failure, in contrast, deals with empirical change in which private providers of public good arise where governmental providers once held monopolies.  For instance, by setting demand side variables, Burton A. Weisbrod’s theory (1975) enables us to single out countries in which these industries are most likely to be located.  
Weisbrod argued that the quantity and quality of governmental supply of public goods is determined by political process of voting and corresponds to the level satisfying a median voter.
  Consequently, with the given tax structure, when the government satisfies median voter, there will be some consumers dissatisfied with the politically determined level and quality of public goods.  Non-profit organizations, as extra-governmental providers of collective-consumption goods, hence arise to meet demand heterogeneity of population.  It is expected that the relative size of private sector will correspond to the heterogeneity of population demands with respect to such characteristics that is income, education level, religion or ethnic background.    
Further distinguishing between the demand side variables, Weisbrod argued that private sector is a response to an excess demand for collective consumption goods in the face of limited governmental supply. Differentiated demand theory, by contrast, approaches the issue of private sector expansion from the point of people’s differentiated tastes about the kind of public goods to be consumed, in the circumstances when that differentiation cannot be met by government production.  Public failure to meet residual demand as well as differentiated demand about quality of goods consumed and consumers’ idiosyncratic preferences owing to cultural, religious, ethnic or linguistic differences, assume central role in the development of private alternatives. 
Estelle James, who further developed Weisbrod’s theory, also views the creation and growth of private alternatives as stemming from people’s unsatisfied preferences with respect to product quantity, diversity and quality (1987, 1989).  In her attempt to explain what she believes to be unanswered question by the existing economic theories of public good provision is why some countries provide education or other collective goods through government provision, while others delegate this responsibility to private sector.  The major contribution of James’ work lies in setting supply side variables along with the demand side, and testing them statistically, in her empirical studies of private educational sector throughout different countries.  As she observes, the vast majority of private providers of education in the United States and elsewhere are ideological associations, most important of which is organized religion. Others include ethnic, political, or interest groups.  Their rationale for setting an education establishment rests with promoting particular belief rather than maximizing profits.  But once they are established, the range of factors gives them comparative advantage to successfully compete with other forms of organization.  These are semi-captive audience, valuable trust against informational asymmetries, access to voluntary and low-cost labor, and importantly, political power to secure governmental subsidies and other benefits and even to demand that those were provided exclusively to non-profit organizations.  Thus, acting as an interest groups, organized religion plays an important role in determining relative size of private non-profit sector (1987, 1989).          

James’ findings from empirical studies of Holland, India, Japan, Sweden and the United States have verified the utmost significance of the religious variable (1989).  This and her other studies (notably statistical analysis of thirty eight developing countries and twelve advanced industrial democracies) established that the second most important indicator in explaining the policy choices made by different countries with respect the level of governmental supply of educational services was per-capita income (standing for excess demand or the ability to pay for desired quality and type of educational services) (1986, 1989).  According to James’ findings, excess demand theory clearly suites developing societies where political coalitions of people with low benefits and high taxes frequently limit the government supply at higher education level, while differentiated-demand model accounts for the development of private educational sectors in advanced industrial societies.
  
James findings thus account for developing/developed world divide and assist in identifying variables that play greater role in determining the level of governmental supply of educational services.  However, her theory, and by extension economic theories of public good provision, stop short of explaining why some governments facilitate private sector development through various policy mechanisms, while others intentionally contain it, in spite of an apparent unmet demand for social services.  In general, political question regarding appropriate governmental action proves much harder to deal with.  James Douglas (1987) has related the complexity of the issue to more general difficulties associated with defining the concept of a political good in difference from economic.  While it seems quite plain that governmental policies should promote welfare and efficiency, the economic good is not the only measure on which they ought to be based, for it is equally important that governmental actions promote justice and equity and importantly, they are in accord with societal values and beliefs (Douglas 1987).  
However, there exists a multiplicity and often conflicting views and values in any society, from which the state should adopt one.  Often, this choice reflects a compromise between differing views, but the point remains that a wide diversity of understandings and values cannot be accommodated by the sate alone.  This brings us to the classic pluralistic argument for desired diversity of social provisions that voluntary non-profit sector allows.  Namely, voluntary non-profit sector can achieve a sort of diversity that would require impossible combination of a secular, Catholic, Protestant, Jewish, Moslem, rightist, leftist and centrist government operating simultaneously in the same jurisdiction (Douglas 1987, p. 47).   A good illustration of the diversity argument is provided by religious education, usually facilitated by private sector.  According to the argument, it is inequitable to finance a service that reflects the beliefs of only small groups of people from compulsory taxation.    More generally, the state is constrained to provide benefits and distribute them equitably among its citizens, while the same question has no relevance to voluntary organizations (provided that the services they render are not harmful to society at large).  Different views of what constitutes the equitable distribution of educational services and who should bear the costs for its provision are discussed in the following section.  What is important here is to draw the distinction, increasingly emphasized in the literature, between proper governmental action and empirical reality of what it usually amounts to.  
Various theoretical and empirical findings of Public Choice literature advanced up to date have challenged the traditional conception of the state as an agency for maximizing collective welfare and utility.  An alternative way of conceptualizing the activities of government is based on the assumption that governmental actions are not always consistent with its aspiration to maximize social welfare but are rather determined by shifting balance among multiple factors and different actors concerned.  An approach proposed by George Stigler (1971), for example, brings this view of governmental action intended for the benefit and safeguarding of public at large into the question and instead stresses the significance of a complex political decision-making process when industries and occupations involved use the political power they posses to exert influence on the state for their own advantage.  The means pursued by these groups to improve their economic conditions involve different regulatory policies varying from those enabling the gain of direct subsidies to those affecting substitutes and complements or price-fixing. The most efficient way for a group to secure the benefit, however, is to hinder the growth of respective industry or occupation, which is commonly achieved via restricting the entry of new firms.  Gary Becker’s analysis of the actual governmental behavior locates within the same tradition, that is a shift from the assumption of benevolent government, though his model puts an emphasis on the impact that pressure groups have on political outcomes (Becker 1985).  In Becker’s model, different interest groups compete for political influence by lobbying legislators to adjust the amount of taxes and subsidies so that it best suits their interest.   

II. 3. The Ideological Shift and Encouraging Market Mechanisms in Higher 
Education    
As the previous section has demonstrated, much of the theorizing about private provision of education is concerned with non-profit forms of organization in the American context.  This is explained by the fact that the private growth is a relatively recent phenomenon outside the North America (and Japan), which have longer traditions of non-profit educational organizations. 
  Since the 1960s, the massive socioeconomic demand for higher education in much of the world has led to significant expansion of extra-governmental suppliers of higher education, as well as rigorous privatization of educational services.
  The major empirical change in higher education fields has been accompanied by the major ideological shift.  If the economic theories of public good provision regard education as public good, or at least, quasi-public good (that is a good that yields both public and private benefits) that perception has been eroding lately.  The recent tendency is to apply free market principles to higher education policies.  Market model views academic degree as a kind of investment in fulfilling the goal of economic growth.  Even though it is a form of investment in human capital, not in physical, the same logic of investment behavior is applied to education, as the differences are considered to be merely in degree (Engel 1984).  
Consequently, the recent research employs const-benefit analysis to calculate future private and social benefits with relation to present costs.  However, the attempts to measure value of investment in education in terms of economic growth have produced largely conflicting and uncertain results. According to several such studies, investments in education play central role in long-term economic growth and yield to comparable rates of return to both an individual and society (Schultz 1971, Denison 1971). These findings have been challenged by other studies that have pointed to the diminishing significance of social returns on higher education, especially when compared to social returns on lower levels of education, while emphasizing relative magnitude of private versus social benefits on higher education (Hansen 1971, Psacharopoulos 1992).  In spite of the obvious difficulties with measuring social returns, Milton Friedman has also argued “neighborhood effects” of higher education to be less significant to compare to those shown by elementary and secondary education (Freedman 1962).         
Influenced by these findings, higher education policy makers and politicians increasingly view free public education as unjustified luxury.  Noticeable tendency of shifting higher education costs from governments to students and their parents is thus defended on ideological grounds: if it is the students who most directly and fully benefit from education, they should bear their fair share of the costs for the service rendered.  In addition, financing higher education from general tax-payer born money is seen inequitable, as it is conceived to result in transfer of the recourses from more socially disadvantaged to less needy members of society.  Besides Equity, other rationales for promoting market mechanisms in higher education include increased Competition, its resultant Economic Efficiency in recourse allocation and Innovation (Jones 1992, Hart, Shleifer and Vishny 1997, Dill 1997).  Student Choice and Diversity that private sectors permit constitute yet additional perceived benefits of the injection of market principles in higher education.  In several countries, the ideological, and recent empirical and theoretical findings have led to higher education policies that favor higher or full-cost tuition, loans rather then grants for student aid and for the replacement of institutional funding (vouchers), aid to private institutions, also via funds that follow students (vouchers) in order to compensate for over-subsidization of public institutions and foster competition (Engel 1984).
Conclusion: 

In order to account for the differences in higher education policy choices across post-communist countries my dissertation tests the relative significance of the following variables, emerging from the different sets of theories discussed above:  The Level of Economic Development, Political Parties and Ideology, Interest Groups and Professional Control and Demand for More, Better and Different Education, as well as a region-specific variable of The Mode of Initial Phase of Transformation.
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� Austria, where corporatist arrangements under the label of “Social Partnership” were integrated into public ideology, is the only exception to this generalization (Schmitter 1997).


� Schmitter in his “Corporatism is Dead! Long Live Corporatism!” speaks about cyclical nature of the phenomenon having recurring historical tendency (1989). 


� Disagreements about which methodological approaches are best suited for studying public policy determinants are equally deep. These issues are discussed in Methodology section of my thesis.   


� In some late-developing societies, in contrast, public education predated private (Levy 1982). 


� Although medical care is a more extreme case, the two sectors share many properties.  In the given case, the degree of informational asymmetries is less in education to compare to healthcare, but switching costs are nonetheless great.  


� The main distinguishing characteristic of non-profit organizations from for-profit commercial enterprises that holds in case of different countries with different tax laws, is that the former are subject to a ‘non-distribution constraint’ that prohibits the distribution of residual revenue to the owners of institutions (Hansmann 1987, 28).  Empirical reality, however, is rich in borderline cases where the distinction between private non-profit and for-profit educational organizations is exceedingly blurred. It is recognized in the literature and empirical observations are consistent with this view that too often, private non-profit institutions are disguised profit-maximizing entities.  In some countries, like Japan, non-profit status for educational institutions is simply a legal requirement.  (James 1987). 


� Access to cheap labor, private donations and tax exemptions provide additional advantages to non-profit organizations over for-profit firms in situations when demand on service is so low that the latter cannot produce high enough profits to stay in business.   


� The assumption implies a simple majority vote model without vote trading.  


� Though, differentiated demand about quality of goods supplied can serve as the reason for developing “elite” alternatives in developing countries.  But their number is usually too small to have statistical significance (James 1989).    


� There is significant lack of studies that deal with developing world in Comparative Public Policy literature as well. Much of the literature is about advanced industrial democracies of Western Europe and the United States.   


� The thesis employs the definition according to which private higher educational establishments are those privately owned institutions that are for the most part funded privately and meet the legal-structural criteria for private higher education institutions of their respective countries.  The term privatization is used here in a broad sense to describe the activities that involve selling of government agencies, assets, and services on the one hand and permitting and encouraging of private enterprise on the other.  In the former case institutions remain public sector organizations but with diversified sources of funding, which may involve introducing tuition fees, selling goods and services and encouraging individual and corporate philanthropy; while the latter implies creation of truly private institutions, which often turn out to be vocationally oriented entities consequently specializing in the fields where the cost of offering instruction is fairly law and the demand is high, such as management studies, languages or computer technology.  Privatization of higher education, thus defined, may take several forms.  (i) A widespread form of privatization is the introduction of “fees” or “tuition” that is payment by students or their families or employers for educational services rendered (ii) “Business behavior” - the other form of privatization – may involve sale of deliberately designed and packaged educational services to private or public purchasers or even creation of new institutions of higher education in order to train employees specially for some major industrial and commercial corporations.  Or alternatively, it may involve selling higher education’s expertise and intellectual property.  Higher education institutions, in addition to selling goods and services, might be compelled to behave themselves more “business-like” in the sense of making most efficient use of scarce public funds and resources available to them, in part trough adopting practices that emulate those associated with the private sector.  (iii) Privatization often includes individual and corporate philanthropy – the process that might be perceived as an indirect purchase of teaching, research and services.  The driving force behind educational philanthropy could be various, most notable of which is social responsibility to the community at large or to specific groups of people, perceivably coupled with the personal interest and prestige (iv) Finally, the most complete and evident form of privatization is creation and growth of private higher education institutions (Jones 1992).








PAGE  
3

