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This submission addresses the Committee’s terms of reference (d).





�
What Menzies would have done – the case for bringing back the Commonwealth Scholarship





This short submission address Part (d) of the Committee’s terms of reference.  It argues for the re-introduction of the Commonwealth Scholarship, in order to:


•	restore a sense of endowment and obligation in education,


			and


•	allow for some national incentives in labour force planning.


Most of those now holding senior administrative or professional position will have benefited from a Commonwealth undergraduate or postgraduate scholarship.


There is a case for its re-introduction, which rests mainly on the distribution of the burden of payment of fees, and the social obligations embedded in those burdens.


HECS has the virtue of allowing “free” participation in tertiary education at the time of a student’s course.  But the timing and nature of repayment are problematic.  For someone who defers full time work in order to do full time study, the burden of repayment comes at a time when there are huge financial demands on young people establishing households and families.  These demands have risen in recent times, with the shifting of more of the burden for health care and education onto private rather than public sources.  Funding repayment through the general taxation system, for most people, would shift that burden to later in their lives when their earnings are higher and their demands are lower.


The nature of HECS liability is a personal one; it has been developed as a personal loan.  A Commonwealth Scholarship, by contrast, assuming it is fully funded out of taxation, places the burden of repayment on the community.  In terms of the benefits of education this makes sense, for education benefits not only the individual but also the community – in economists’ parlance, its external benefits are high.  In terms of the nature of the relationship it becomes less personalized – the obligation is less about repaying a personal loan as repaying a debt to the community.  It helps shift the perceived nature of tertiary education from a private good  to a public good, with a set of embedded reciprocal obligations to the community.


It also changes relationships within families.  Many families pay their children’s HECS fees up front.  Such arrangements defer the time when a young person can feel to be an independent, responsible member of society.  More important is that family payment of HECS reinforces the notion of education being a private good, rather than a public good.  Publicly funded scholarships, by contrast,  would help the young person make the transition from being a member of a family to a member of society, with a set of reciprocal obligations to the next generation – not just to his or her own children, but to all young people of the next generation.  “The Australian community gave me the benefit of a tertiary education; as I get older I am obliged to repay that debt to the next generation of Australians.”


Technically such an arrangement may be seen as no more than a shift in the burden of repayment.  Assuming a progressive income tax regime, it would in part spread the burden to those high income earners without tertiary education, and it would defer the burden on repayment until graduates reached high tax brackets.  These transfers would be minor.  The case is based more on the set of relationships and obligations in the arrangements for funding education.  It reinforces a notion of a community with reciprocal obligations, rather than the notion of education as a private good.


Commonwealth Scholarships need not be universal.  The old scheme made them available to the majority of good students, but they were lost or deferred in the case of unsatisfactory progress.  This reinforced the sense of obligation.  A revived scheme could be selective, in part, in relation to courses.  For example, a scheme introduced in 2002 would probably encourage students into nursing and teaching, in light of the shortages forecast in these professions.  Courses with more community rather than private benefits, such as science, languages and literature could be more favoured than those with more personal benefit, such as accounting and management.  If this sounds like manpower planning, it is.  But in education private markets do not work well to give a socially optimal distribution of outcomes.


And as a closing comment, a small boost in income tax to replace HECS would help those older and well-paid Australians who benefited from Commonwealth Scholarships or free university places repay their obligation to society.


