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Market failures in healthcare are described as deviations from the ideal market situations. Market failures in the healthcare sector significantly affect the conditions that enable the provision of efficient healthcare services. Market failures in the healthcare sector may include the following information asymmetric, externalities, public goods and failure of competition. It is essential to note that the market forces are responsible for the efficient allocation of resources in the healthcare sector. The invisible hand of the market ensures optimal resource allocation in healthcare to consequently ensure that the perfect conditions for the provision of efficient health services are achieved (Donaldson, 2011). However, when the necessary conditions to ensure a free and ideal market are not met, then a market failure arises. Arguably, the government, an outside player in the market is usually necessary to correct the failures in the market. 
Healthcare markets include interdependent markets such as education which determines the number of practitioners available in the medical sector through education and training.  This market is responsible for the determination of tuition fees and other related costs for individuals wishing to become physicians, the next is the manpower market which determines the labour prices in terms of the payable wages and salaries in the healthcare market, the next market is the institutional market which determines the prices charged for hospital and stays in nursing homes, the last market is the pharmaceutical market which determines the costs of medications. In situations that nay of the markets deviates from the ideal perfect conditions that facilitate efficient resources allocation, then the market is said to have failed (Wiseman, 2011). 


To restore the ideal market conditions in healthcare, other stakeholders have argued that the government can help in correcting and reducing the effects of a market failure. Even though according to the economic theory markets are said to develop effective responses in case of failures to fill the resulting gaps, however in a sense, it is important to understand that even though such mechanisms, markets are not always successful in closing these gaps. In the United States, the government intervenes in the healthcare sector through the provision of subsidies to elderly people as well those with disabilities. Similarly, the government can also provide more merit goods and services with positive externalities that markets may tend to underproduce.  Additionally, through government intervention in the healthcare markets, proponents have argued that providing services in industries with economies of scale can always that the minimum standards are met to achieve equality in the distribution of goods and services. 
Donaldson & Gerard (2005) observed that government intervention is usually necessary for the healthcare marketplace to ensure that the costs of accessing healthcare services are put to check. For instance, they argued that without government involvement in the healthcare sector costs of accessing services such as surgery would have been extremely high to consequently lock out a vast majority of the consumers. in the understanding that prices of healthcare services are determined by the interactions between the insurers and the suppliers. In such situations, there exists a high likelihood of negative externalities which may adversely affect the pricing of these services and products in the healthcare sector. In this view, government intervention has been considered necessary (Wiseman, 2011). 


Walshe & Smith (2011) provided very categorical observations arguing that the healthcare sector requires constant regulations and interventions by the government in case of failures to avoid the occurrences of endemic failures which may adversely affect the operations in the sector. This intervention is admittedly necessary to ensure the establishment of the parameters for prices and allocation of the scarce fund resources within the healthcare sector. Some observers in the healthcare sector have argued that government involvement in case of market failures is necessary to ensure a more active role in educating the medical community, coordinate and encourage the implementation of more clinically relevant applications 
Even though several benefits are associated with government involvement in correcting market failures critics have argued that government interventions are not always successful. Several reasons have been highlighted such as the government decision to focus on short-term goals due to political reasons, poor information regarding the size and type of services needed to correct the failure and factors associated with government administrative costs and bureaucracy (Mills, 2011). The government's involvement in correcting a healthcare market failure may be politically driven for instance during elections, to consequently result in taking decisions for short-term political consideration. In essence, these decisions may lead to inefficient outcomes, for example, the provision of incentives may lead to deficiencies when finally, these incentives are cut. 
Lack of information regarding the size of resources needed to correct the failure is another factor that limits government involvement in correcting healthcare market failures. In the understanding that healthcare systems operate on uncertainty, the government may not be able to access the correct information on the number of resources required to correct an economic failure consequently worsening the already bad situation.
At times, a government may not have the sufficient capacity to intervene due to other factors such as corruption and sheer incompetence. Ideally, this may result in a bad design that fails to serve the long-term intended purposes. Lastly, the government as we all know are vulnerable to both internal and external manipulation, through intervention practices such as protecting local healthcare producers, financing the training of unneeded physicians, governments may create situations that may later impede the good policy required to enhance quick responses to changing situations. 
Imperfect competition in the healthcare sector is an example of a market failure, it is the duty of the government to intentionally stifle such competition by interfering with the operations of NGOs and other private facilities to ensure that the local producers and providers are protected. 
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