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1. Executive summary

Think Forward welcomes the opportunity to provide policy analysis and recommendations to the Senate
Education and Employment Committees inquiry (inquiry) into the Education and Other Legislation
Amendment (Abolishing Indexation and Raising the Minimum Repayment Income for Education and
Training Loans) Bill 2022 (bill).

HECS debt being tied to inflation is one example of many in which Australia’s tax and transfer system
undermines intergenerational fairness. Intergenerational fairness describes the idea that there should be
economic and social fairness between generations. Intergenerational fairness is not about pitting
generations against each other, it is about the implicit generational bargain that underpins the relationship
between younger and older Australians and our tax and spending priorities. It comprises two fundamental
ideas. One, working-age Australians contribute to the care of older and younger Australians (who are not
working) and can expect the generation after them to support them in the same way. And two, that
economic growth and social development will enable each successive generation to enjoy rising living
standards. But this intergenerational bargain is under strain. Australia's millennial generation is at risk of
being the first generation since federation to have worse economic outcomes than the generation before.

This submission highlights the following:

1. The benefits of freezing the indexation of HECS debt for a specific time period. With the cost
of living at an all time high, freezing indexation will keep money in the pockets of young people
when they need it most.

2. The consequences of tying HECS debt to inflation on young people. Young workers are already
at a disadvantage when it comes to wealth generation. Tying HECS debt to inflation means they are
paying more than they can afford, particularly as the cost of living skyrockets.

3. The need for broad tax and economic reform that will ensure intergenerational fairness.
Small steps such as freezing indexation are positive, however Australia’s young people and future
generations need broad economic reform to secure their long term prosperity.

Summary of recommendations

Think Forward recommends that the Senate Education and Employment Committees take the following
actions in relation to the Bill:

1. Recommend putting a freeze on the inflation of HECS debts for 12 months.
2. Recommend indexing HECS debt to real wages growth rather than inflation.

We recommend that the Committee also consider recommending that the Australian Parliament:

3. Holds an inquiry into intergenerational fairness with a specific review of the ways in which
Australia’s young people are being impacted unfairly through our tax and transfer system,
including indexation and repayment of student debts which disproportionately impact young
workers.
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