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Chart 1 shows individual student’s Higher Education Loans Program (HELP) debt balances under a number of different interest rate scenarios 
currently being considered by the Government.  The analysis is based on an accounting graduate (3 year undergraduate degree) who under 
current 2014 HELP arrangement would incur a total debt of $30,255.  Under deregulation this is assumed to rise to $75,000.  As clearly shown 
by the income profile in Chart 1 we assume takes a break from the workforce (8 to 14 years after graduation) and transitions back into work on 
a part-time basis over two years.  All of the analysis is undertaken in 2014 dollar values and average real (above inflation) ten year bond 
interest rate is assumed to be 2%.[1]   
 
In addition to showing the path of HELP debt under current arrangements (Current HELP), Chart 1 also shows the paths for: 
 

 The government proposal to charge the ten year bond assumed to be 2% on average above the inflation rate  (10 Yr Bond) 

 The imposition of an upfront  25% surcharge on all HELP debts at time the debt is incurred (25% Surcharge) as is currently the case 

for some FEE-HELP loans 

 A Hybrid model where students are only charged the 10 year bond rate when they earn above the minimum income threshold 

(Hybrid), and  

 No real interest rate (No Interest) where HELP debts are indexed at the Consumer price Index as is the current arrangement. 

Chart 1 shows that the 10 year bond rate would yield the worst outcome for students, especially those who take a career break because the 
level of HELP debt grows due to compounding interest rates while graduates are out of the workforce.  While the 25% surcharge and hybrid 
model overcome the problem of compounding interest for people taking a career break, they only shorten the repayment period by five or six 
years.  As expected the removal of interest further reduces the repayment period but as clearly shown it still remains considerably more costly 
and longer to repay when compared to existing arrangements. 
 
Chart 1 demonstrates that the most important single factor in determining size and length of time it takes a student to repay their HELP debt is 
the cost of the degree.  That is, even if the Minister drops the proposal to charge interest on HELP debts, students will still be paying 
considerably more as a direct consequence of deregulating fees.                
 

                                                           
[1]

 For more detail please refer to NTEU (2014)  A degree shouldn’t cost a mortgage.  NTEU analysis of higher education changes in the 2014 Federal 
Budget  (nteu.org.au/degreemortgage)  


