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The promise of vouchers
Nobel Prize-winning economist Milton Friedman criticised Hong Kong recently for supposedly abandoning the policy of positive non-intervention. He might have had nicer things to say had he read about an idea promoted in Chief Executive Donald Tsang Yam-kuen's recent policy address. 

The idea is one of Dr Friedman's own: vouchers. The government will subsidise pre-school education by giving parents vouchers they can use to pay kindergarten fees. 

The scheme has been criticised because it excludes profit-making kindergartens. But there is a reason for the exclusion: many for-profit kindergartens do not meet government standards. That goes for some non-profit ones as well, but not as many. 

The voucher plan includes funds to upgrade facilities, teaching and management at lower-standard kindergartens. In other words, public money will increase the quality of our more affordable kindergartens. 

Profit-making pre-schools can participate - if they convert to non-profit status. But can you imagine the cries of collusion if the government proposed giving such help to profit-making entities? 

The controversy is diverting attention from a broader issue: the whole idea of vouchers is actually radical. 

The vouchers will not be means-tested, and can be used by anyone who sends a child to a non-profit kindergarten charging fees under HK$24,000 a year. But the main winners will be families on lower incomes. 

At the most basic level, the scheme will give such parents a meaningful increase in what they can spend on their children's early education. It will relieve pressure on the household budget. 

Vouchers will also empower poorer parents and give them choices they didn't previously have. And kindergartens will have a bigger incentive to compete in meeting parents' expectations. 

Now imagine the principle of vouchers being applied to other areas where the government subsidises public services. And assume that (unlike with kindergartens) there are no serious differences in quality between profit-making and non-profit providers of these services. 

The next step could be using vouchers for primary or secondary schools. This would give parents new power as consumers. 

Another potential area is health care. Vouchers could give poorer patients more choice about which family doctor to see, rather than accepting whoever is on duty in a hospital's outpatient department. 

The same applies to housing: poorer people would have new freedom to decide where to rent a flat, rather than having an official allocate them a unit. 

This could revolutionise the way people who need subsidies relate to the government. They would have more responsibility for making their own decisions and less sense of dependency. 

At the same time, competing private-sector players, rather than public-sector monopolies, could deliver subsidised services. 

Yes, it is only a theory, and maybe very idealistic. The political and administrative challenges would be weighty. 

However, Dr Friedman's voucher idea has come a long way since he proposed it 50 years ago. Public education and health systems in many countries are being reformed through similar, market-based approaches - which don't necessarily involve actual paper vouchers. 

The government's kindergarten voucher plan is a good one in its own right. Good pre-schooling is vital for children's future language, mathematical and social skills. Vouchers will help a large number of our young children get a better pre-school education, and that will benefit the whole community in the years ahead. 

Watching the plan in action will be a valuable experience for us all. Perhaps it will give our policymakers and the community the confidence to apply the principle elsewhere. Then free-market economists might admit that whatever slogan you use - positive non-intervention or small government, big market - Hong Kong is still a player.


