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Further indication of the trend toward selectivity is provided by
the raising in 1967 of fees for overseas students (from £70 to £250a
year) and for some non-vocational adult education courses. In both
cases, the new f still well below the average costs of providing
{he service (the average running cost per student in British niver-
sities is about £700 per year). Nevertheless, there was furious oppos
tion to both increases, most of which was unrelated to the actual aims.
of the subsidies in question. The increase in the fees of overseas
students was no doubt badly managed from the start; nevetheless,
the case for raising fees never received a fair hearing. The move was

fees a

Widely interpreted as a blow to the underdeveloped countries and a
betrayal of Britain’s traditional obligations to her ex-colonies, igaot-
ing the fact that about 30,000 out of the 72,000 overseas students in
Buitain in 1967 came from advanced counies, such as Canada,
Australia and the United States, and that about half of the 42000
overseas students from underdeveloped countries were recipients

either of awards from their own governm

ents, a British official source
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or an international organization. In other words, for the sake of
20,000 students, Britain subsidized and to a large extent still sub-
sidizes 70,000 students. Would it not be preferable to extend all forcign
4id to governments instead of to students? After all, an important
category of beneficiaries of subsidized fees for overseas students are
the children of well-to-do families in underdeveloped countries. If
instead it were argued that we ought to assist individuals rather than
governments, would it not be better to raise fees all round and at the
same time to institute a scholarship programme to aid those that
cannot obtain the approval of their governments ?

Similarly, the addition of only a few shillings to the charge of 25s.
for certain evenings courses that are alleged o cost almost £13 per
student should really have been criticized as being too small. Further
increases in 1968 and 1969 have still done no more than to raise fees to
alittle over £2 per course per year. Adult education in Britain s, on the
whole, badly staffed and there are few prospects of obtaining better
staff without a significant rise in salaries which in turn is more likely to
happen when fees have been raised. This is quite separate from the
issue of evening degree courses for mature students in full-time employ-
ment. A strong case can be made for the creation of more institutions
of the Birkbeck pattern outside London with low fees and generous
financial aid on the same terms that are now available to full-time.
university students. This brings us to higher education in general,
which is perhaps the one level of ed on which now most stands in
need of drastic financial rethinking. Before turning to this question,
however, we must pause a moment over some tendencies in secondary
education which have come to be regarded as manifestations of the
tenets of ‘universalism "

The tendencies in question are comprehensive reorganization, the
trend toward unstreaming and the scheduled raising of the school-
Ieaving age to sixteen in 1973. But these have actually little to dowith
the bone of contention between the selectivists and the universalists

‘which s, as we said, whether to distribute social benefits in relation to
income or not. It is important to notice that one may be a selectivist
and still disagree violently with other selectivists, and with univer-
salists for that matter, about the appropriate scale of higher education,
the methods now used to select students for admission to higher educa-
tion, the educational and social effects of streaming in secondary
schools and the desirability of keeping young people off the labour
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market until sixteen rather than fifteen. Morcover, on may fak
position on these questions in prineiple and anothe s

in prastice,
the present supply of (cachers, and the present distribution of .\;'{,v":
buildings between local authorities. From almost oy

s upes x BVery point of viey,
comprehensive reorganization, streaming, secondary-school leayins
examinations and the statuory leaving age are much more importars
issues than that of means-testing. However, they are not issucs o
which economists can speak with authority.

This is not to deny that, say, comprelensive secondary schaols
would constitute a much more substantial selective benefit to ‘working-
class parents than cheap school meals, nor that the £100 million we
will be spending in the next few years in preparation for the raising
of the school-leaving age in 1973 will not, in fact, be better spent
sclectively on poorer arcas and on older, understaffed schools, but
simply that so much more is involved here than distributing benefits
universally or selectively. The same thing is true of the issue of public
schools, which at first glance appears to provide a fertile field for the
application of the selective principle. In other words, when we opt
either for the selec or universalist approach to the finance of
education, there is still much left to argue over. To press all the
participants in edu 1al controversics into cither of these two
camps isto transform a d nce of emphasis into a Procrustean bed.
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Chapter 10
Issues in the Finance

of Education

Selectivity in Education

The finance of education, as popular opinion hasit, is the true domgin
of the economist: first educators decide what s to be done and then
cconomists work out how much it will cost and how the money is to
beraised. Financeis just an afterthought, a necessary evil, whichshould
not affect the decisions one has to take except by placing limits on what
can be accomplished in a given time. In short, from the point of yiew
of the structure and character of the educational system, it does not
matter whether education is financed centrally or locally, publicly or
privately, solely out of taxes or out of taxes supplemented by user

charges.

This notion of the *veil” of finance is, of course, completely unten-
able. An educational system that is entirely financed out of general
taxes without fees or user charges of any kind produces relatively high
private rates of return on investment in voluntary education; in con-

sequence, both the scale and composition of secondary and higher
education is different from what it would be if cost-covering fees were
charged. An educational system that is largely locally financed, even
if the central government later reimburscs local governments, is more
likely to be subject to popular pressure about, say, the quality of
amenities provided and the type of curriculum adopted than a system
that is centrally financed. Almost the whole of the vast differences in
the character and tone of British and French primary education is due
o the fact that schools are locally administered and financed in Britain
and centrally administered and financed in France. The particular
Wayin which education is financed in a country can largely determine
Who itis that will be educated and in what fashion, Surely, financial
questions come not after but before the critical planning decisions?
Inclosing this book with a chapter on finance, we may have inadver-
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central governments may deprive local school administrators of any
incentives to experiment and innovate. To adhere to single-salary
schedules in the face of shortages of science teachers may keep doyn
expenditures, but is likely to influence the quality of scienice teaching.

The undesirable by-products of different patterns of educational
finance are innumerable and what is a rational system of finance for

one set of objectives is not so for another. :
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expenditures on welfare for everyone; further..
¥ to make use of free social services is not
the cffect is frequently to provide free soeial
'ho need them least, By way of contrast, the defence
of the universal principle s couched 1y cgalitarian rather than in
Snancial terms : universalism s intended to sradioate the stigma that
attachesto thediscriminatory receipt of public assistanceand to destroy
nd for all the social privilege that is inherent in the juxtaposition
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2 privale sector with and a public sector without charges,

The polar extremes of sclectivity and universalism, however, fail
todojustice o allthe subtleties ofthe debate, Within both camps, there
is, 50 to speak, a ‘right’ and a ‘left” wing, Some adyoeates of selec.
tivity urge a sclective system on grounds of fundamental values and
not merely of financial imperatives: they look forward to the growth

of private welfare services {f 1d compete with the State sector
because they believe that this would expand the scope of choice and
serve o restore *consumer's sovereignty” in welfare. This point of
view is perhaps best represented by the staff publications of the
Institute of Economic Affairs but s widely shared by many who vote
Liberal and Conservative (see Collard, 1968; Seldon and Gray, 1967).
Similarly, while the Labour party as a whole may still be said to sub-
scribe to universalism, some party spokesmen have recently come out
in favour of sclective charges within the State sector, administered
with the aid of income codes for everyone (Houghton, 1967). They
point to the impossibility of raising standards and expanding existing
services out of general taxation, given the firm expectation of a rela-
tively low growth rate for the next five or ten years, The fact that
Britain enjoys an unusually high average propensity to consume
(personal consumption as a percentage of GNP), they contend, is an
opportunity to enlist private contributions, an opportunity that s lost
under a universalist system because people as consumers always
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demand more “frec" social services than they are willing to pay for
as voters. Besides, the principle involved is not new: supplementary
benefits, rate rebates, council rents in some areas, subsidized school
meals, student grants, legal aid and the new mortgage option schens
are all geared to means as measured by earned income, Indeed, the
dominant Labour argument is no longer that of pure universalism,
but one of grafting additional selective benefits on an essentially
universalistic structure of welfare services.

What controversy remains within the ranks of the Labour party is
Whether to extend the selective principle so far as to ntroduce, say,
charges for State nursery schools or charges within the Natione]
Health Service, not only for prescriptions but also for consultations
Vith specialists and for short stays in hospital. However, while some
are convinced that the coding system of PAYE can be carried below the
point of o tax liability, so that everyone wil receive a code number
cither for purpos income exceeds tax allowances and
exemptions, or for allocating selective social benefits if allowances
and exemptions exceed income, the *high priests of universalism® .
Titmuss (1967) and Townsend (1968) - continue to deny the adminis.
tratiye feasibility cgative income tax”. Now, it is true that the
incidence of une dversity and dependancy is
not conveniently s ith the Inland Revenue financial
year, thus necessitating some payments in advance of the coding that
would justify them. It is also true that a negative income tax would
have to be so devised as not to create a disincentive effect for heads of
households working in low-paying ccupations.? But all that t

proves s that a negative income tax is nota perfect device for adminis.
tering selective benefits; it is merely the best that we can think of.
Provided it is agreed that there really is a case for deliberately dis-
criminating between people in providing tax-financed public scrvices,
theargument reduces to differences over the appropriate extensions of
the selective principle and over practical ways of improving the assess-
ment of income. It has been said that the real obstacle to putting
welfare benefits on a reverse-PAYE basis is the inability of the Inland
Revenue to cope with universal income coding, But this is merely to
say that a negative income tax would have to be accompanied cither
by comprehensive tax reform or by an overhaul of the Inland Revenue.

2. The scheme proposed by Lees (1967) is perhaps open to this objection; but
50is the present system of supplementary benefi

of
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This particular dispute is much more difficult to resolve than the g

between the friends of Labour about a little bit more or less e
tivitys it involves basic value judgements such as leaving people
to choose social servic ieir own best interests, and it requites
specific predictions of (i equences of new and hitherto untried
social arrangements ¢, everyone fayours ‘competition for
excellence® and givi 10re opportunities to cultivate the
art of choice in welfa uld it work out that way?

The great fear is State services will be denuded and

impoverished as those who opt out increasingly refuse to subsidize
{hose who are forced to stay in. That thisis not a groundless fars
indicated by the contrast between ‘public squalor and private
affluence’ in'even so wealthy a country as the United States, Neverthe-
less, there is valuable experience in other European countries W'!‘[‘f
more use is made than in Britain of privately provided but pubhc‘i
subsidized welfare servics. The precise effcts of underwriting v
initiative in the provision of social services depend critically b
particular methods that are adopted, and il thought hasJe b
&iven n this country o the wide variety of alternative el st
that are available. Debates on selectvity quickly degeneate 2
anments about sources of finance: can we divertdefence SR
{0 the social services or must we take more money out :;-Snau
Pockets ? The questions that ought to be asked, however, :! 7’Snau
People be given the wherewitha 1o visit private doctors?
Parents be allowed to send their children to private 5chod
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