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How a student debt cut will affect young people

Jack Buckley and Matthew Maltman

Summary
The Albanese Government has promised to cut 20% of outstanding student debt. Using administrative tax and HELP

repayment data linked to university completion records, we assess the potential short- and long-term impact of the policy
by simulating what might have happened had such a cut had been implemented in 2012 instead of 2025.

We identify three lessons for 2025:

1. The size of debt relief depends almost as much on graduation year as degree choice. Our analysis suggests that
individuals who leave university in the year the policy is implemented will receive a debt cut that is more than twice as
large as individuals who left only four years earlier, or four years later. This raises concerns about the horizontal equity
of the policy because otherwise similar individuals who studied the same degree at slightly different times receive very
different levels of debt relief.

2. The policy will do little to accelerate debt repayment. In our simulation, only 20% of affected individuals with student
debt pay off their loans even a year earlier due to a 20% debt cut. Most either still repaid their debt in the same year
(35%) or hadn’t yet repaid it within the 10-year period we observe (45%) (this is largely driven by individuals who were
still studying in 2012).

3. Most of the benefits of a student debt cut will go to future high-income earners. In our analysis, over half the benefits
of the student debt cut go to individuals who ended up in the top third of all income earners 10 years later. Less than
20% went to those in the bottom third of income earners. This raises vertical equity concerns because a student debt
cut disproportionately benefits individuals with very high lifetime incomes, and not those with low lifetime incomes.

Is there a better way to cut 20% of student debt?

Although we do not endorse a student debt cut, if the Government is determined to proceed with the policy, there is one
small adjustment they could make that would significantly reduce its unfairness. That adjustment would be to still cut
20% of all student debt, but do so by cutting each debt holder’s balance by an equal flat-dollar amount of about $5,500
(20% of the average debt), rather than cutting 20% of each individual’s balance as proposed under the current policy. We
show that this alternate debt cut would be an improvement on both horizontal and vertical equity grounds, and would
help more young people clear their debts faster.

Australia’s income-contingent student loan system is regarded by many as a global leader in equitable and sustainable higher
education financing.! Since its introduction in 1989, the Higher Education Contribution Scheme (HECS, later HECS-HELP) has
helped fund a large expansion of higher education in Australia (Chapman & Hicks, 2018). But this expansion has come with
a cost to students: rising levels of debt. Since 2012, the share of people under 35 with a HELP debt has grown from roughly
20% to over 30% in 2022. The average size of outstanding HELP debts has also increased by over 30% during this period,
reaching $26,463 in 2022 (Figure 1 panel A).

The increase in student debt may not be surprising (nor undesirable) given the continued strong returns to university education,
growing delivery costs and the income contingent nature of repayment (Leigh, 2024; Ross, 2025). But it means that university
graduates are taking longer to repay their debts (Figure 1 panel B). This leaves more young people with up to 10% of their
income diverted to HELP debt repayments well into their mid-30s, just when many are trying to buy their first home and start
a family. Combined with recent increases to fees for humanities subjects and high levels of inflation driven debt indexation,
this has raised the political salience of student debt (see Box 1).2

1 For example, Chapman and Hicks (2018) note that several other countries, including New Zealand, England, Namibia, and Hungary, have moved toward
income-contingent loans since Australia introduced HECS. Appendix A provides more information on the Australian income-contingent loan system.

2 Additionally, in the most recent election Gen Z and millennial voters outnumbered Baby Boomers and Gen X Voters for the first time, raising the political
salience of issues facing young Australians (Dick, 2025).



The current government’s approach to the question of rising student has been to suggest cutting outstanding HELP debts by
20% at a cost of $16 billion (Department of Education, 2024). This is roughly equal to the annual fiscal cost of the JobSeeker
payment ($17b in 2025-26) or around 0.6% of GDP (Parliamentary Budget Office, 2025).

Figure 1: Student debt has risen and it is taking longer to be paid off
All individuals filling tax returns
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* This figure reports the mean HELP debt (real $2022) for individuals with a HELP debt who filed a personal income tax return.
** This figure reports the age distribution of individuals making their final HELP debt repayments in 2012 and 2022
Sources: ABS; Department of Education

Box 1: Concerns over rising HELP debts
As the political salience of the current levels of student debt has increased, four key concerns have emerged:

1. Australians are taking longer to repay their loans. The median age of final repayment has risen from 32.7 to 34.8 over
the past decade (Akyol et al., 2025), meaning more young Australians are now carrying HELP debt well into their mid
30s.

2. The burden of HELP debt repayments is increasingly falling during a period of life when young Australians face other
financial pressures. Currently, a young university graduate with a total salary package of $120,000 (a very high income
for a recent graduate) will take home just $75,400 after paying personal income tax, the Medicare Levy and making
compulsory superannuation contributions and HELP debt repayments.?This reduces their disposable income during a
key stage of life when many are trying to save for a 20% deposit to buy their first home or start a family. Combined
with pressures from rising home prices, the burden that HELP debt repayments place on young people may be one
reason that many are delaying major life decisions, even when they have relatively high incomes (Akyol et al., 2025).

3. Job-Ready Graduates (JRG) has significantly increased the cost of humanities degrees with low earnings potential. While
many of the highest cost degrees remain higher earning (e.g. law, commerce and medicine), this has weakened the
link between degree cost and the earnings potential of graduates.

4. High inflation has sharply increased the nominal value of HELP debts, outpacing wage growth. In response, the gov-
ernment revised indexation rules and issued refunds to affected borrowers.

These concerns have contributed to growing momentum for policy makers to review the current system of university
funding and student loans in Australia.

a These calculations are based on a $120,000 package with 11.5% superannuation: taxable income of $107,623, personal income tax of $23,074.90,
Medicare levy of $2,152, and HELP repayment of $6,995.

Critics have raised questions about the fairness of an across-the-board student debt cut, suggesting most of the benefits will
go to future high income earners (Hare, 2024). While these claims appear intuitively true, the degree to which the policy is
regressive has not yet been quantified. This note is the first to rigorously assess the distributional consequences of the policy
using real-world repayment data.

Assessing the impact of a student debt cut is challenging because its effects will take time to unfold. For instance, in the short
run the policy may appear to be a progressive transfer because it will largely benefit individuals who are working part-time



while at university, or in the very early stages of their career. However, in the long run, it may end up being a highly regressive
transfer if the individuals who had their debts cut go on to earn much higher lifetime incomes than the average taxpayer.>

To estimate how the policy’s effects may play out over time, we use linked administrative tax and university completions
data to simulate the impact of a 20% debt cut had it been implemented in 2012 rather than 2025*. We observe individuals’
outstanding HELP debts in 2012 and track their earnings and repayments over the subsequent decade (see Appendix B for
further details on our approach).

We examine the impact of the policy along three dimensions based on this simulation:
1. Vertical equity: the extent to which the benefits of the debt cut flow to individuals with lower lifetime incomes.”
2. Horizontal equity: the extent to which individuals with similar lifetime incomes receive similar benefits.

3. Repayment timing: the extent to which the debt cut helps reduce the time that individuals take to repay their HELP debts.

The impact of a 20% student debt cut

Vertical equity: would individuals with lower incomes benefit more?

We assess the vertical equity of the policy by looking at how the benefits of a 20% student debt cut accumulate to individuals
based upon where they sit in the income distribution 10 years after the debt cut. We find that most of the benefits would flow
to individuals with higher incomes, with over half of the benefits going to those in the top 3 income deciles (Figure 2).°6

Figure 2: Distribution of the benefits of a 20% HELP debt cut
By position in the income distribution 10 years later
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* Only includes individuals filing a tax return in 2022. The
hypothetical models a 20% cut to student debt in 2012 and
shows where the benefit would be distributed across the 2022
income distribution (10 years later).

Sources: ABS; e61

There are two reasons why the largest benefits from a student debt cut accrue to those who go on to earn higher incomes.
First, individuals who attend university, on average, go on to earn higher incomes than those who do not. Figure 3 panel
A shows that people under 30 with a HELP debt in 2012 went on to earn almost $15,000 more per year, on average, than
individuals of the same age who did not have a HELP debt.

Second, the university earnings premium is higher for individuals with a higher HELP debt. Figure 3 panel B shows that
graduates from more costly degrees (based on student contributions) had higher earnings 10 years later. This earnings

3 Other effects of the policy are also dynamic, including how the debt cut will affect the timing of when individuals repaid their HELP debts.

4 We choose 2012 because it gives us ten years of data; the most recent year for the tax data we use is the 2021-22 Financial Year.

5 Vertical equity is a foundational concept in public finance and taxation, often operationalised through progressive tax systems or income-based targeting
of transfers and subsidies.

6 Our analysis and the chart below only considers individuals filing a tax return in 2021-22 FY. A chunk of benefits (13%) in our simulation go to individuals
who do not file a tax return in this year. It is unclear whether we should consider these individuals to be “high” or “low” income. For instance, this group
would include individuals who are not participating in the labour market (so perhaps are “low income”) but also those who have moved overseas (who we
might consider to be “high income”).



premium is driven in large part by a small group of fields, including medicine, dentistry and law, that are both high-cost
and high-return. Graduates from these disciplines would gain disproportionately more from a percentage debt cut, than
graduates from low-cost disciplines, such as teaching and nursing, despite going on to have much higher lifetime earnings.

Figure 3: Individuals with higher HELP debts go on to earn more than their peers

A. Income growth* B. Income by degree cost**
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* This figure plots the taxable income of individuals ovetime by the level of their HELP debt in 2012. Income is demeaned by year and age.
The sample is restricted to individuals who were aged under 30 in 2012 and filed a personal income tax return.

** This figure plots the mean earnings of graduates and the mean student contribution paid by students for different fields of education.
Earnings are calculated in 2022 for the 2012 cohort. Student contributions are caculated over the 6 years before graduation.

Because university graduates earn more than those who do not go to university, and graduates from some high-cost fields
earn even more, this makes cutting a percentage of student debt highly regressive on a lifetime income basis.

This is also not the only dimension of vertical inequity. To benefit from the debt cut, a borrower must eventually repay their
loan. But many very low-income borrowers never pay off their full HELP debt. Because repayments are based on income, not
debt size, these borrowers repay the same amount either way. The debt cut only helps those who will eventually fully pay off
their loan, and then continue to work.

Horizontal equity: would similar individuals benefit by a similar amount?

Horizontal equity is the policy principle that similar people in similar circumstances should be treated the same way by
government policy. In the context of a student debt cut, this means individuals who studied similar degrees, accumulated
similar levels of HELP debt and have similar expected lifetime earnings should receive similar debt relief.

Examining the horizontal equity of the proposed policy, we find that there are large differences in the benefits individuals
receive depending only on when they left university. In our simulation, individuals who left university in 2011, just before the
simulated debt cut, would have received more than twice as much debt relief as individuals who left just four years earlier in
2007, and two and a half times as much as individuals who left four years later in 2015.

Looking within fields of education we find similar patterns. Figure 4 provides a stylised example of two teaching graduates:
James, who finished university just before the simulated cut in 2011, and Emma, who graduated four years earlier in 2007.
It details how despite having completed the same degree, entering the same job after university (as a NSW public school
teacher in this example), and having very similar starting salaries, James and Emma would have received very different levels
of debt relief. The reason for this is that James graduated in 2011, which meant he had a higher HELP debt at the time of the
cut in 2012 compared to Emma who had been working for four years and paid off some of her debt already. Because of this
slight difference in graduation timing, James would have received over $3,230 dollars ($4,434 in 2024 dollars) in debt relief,
while Emma would have received just over half as much with $1,790 ($2,457 in 2024 dollars) in debt relief.”

The reason that a percentage HELP debt cut is horizontally inequitable is that most university students accumulate HELP debt
quickly during their degrees and then begin to repay their debts after graduating (Figure 5 panel A).

7 In this stylised example we use HELP debt figures based on the mean debt held in 2012 by school teaching graduated who finished university in 2007 and
2011. Starting salary data is obtained from (Buchanan et al., 2023) and converted to real 2012 dollars using the RBA inflation calculator.
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Figure 4: Stylised example of the horizontal inequity of the policy

Compare the pair*

Samedegree. Same job. Similar starting salary. Very different debt relief.
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James Emma
Graduatedin2011 Graduatedin2007
Samedegree Schoolteaching Schoolteaching
. NSW public NSW public
Samejob schoolteacher schoolteacher
Similar starting salary ($2012) $58,250 $55,628
Very different HELP balance attime of cut (2011/12) $16,159 $8,945
Very different debt relief $3,230 $1,790

* HELP debt figures are based on the mean debt held in 2012 for school teaching graduates who finished university in 2007 and 2011. Starting salary data is in real 2012
dollars drawn from Buchanan, Tierney, Henderson and Occhpinti (2023).

This means that otherwise very similar individuals receive very different levels of debt relief based only on slight differences
in when they graduated. Applying this lesson to the current policy context suggests that individuals who left university at the
end of last year, just before the proposed debt cut, will receive over $6,200 dollars in debt relief on average, much more than
the debt relief that those who left four years earlier in 2020 ($3,300) and those who will leave in four years’ time in 2028
($2,300) will receive.?

Figure 5: Accumulation of student debt

A. Mean 2012 HELP debt* B. Difference in 2012 HELP debt**
By last year at university; $2012 Between and within fields
0, o,
$000 $000 % Between Within %
Teaching graduates in 2011 vs | Teaching grads in 2007 & 2015
law and med graduates in 2011 | vs teaching graduates in 2011
15 15 60 550 60
47%
10 10 40 20
5 5 20
0= y y y y y 0 0 T
2005 2008 2011 2014 2017 2020 Law Medicine 2007 2015

Last calendar year at university

* This figure plots mean student HELP debt as recorded on an individuals FY2011/12 personal income tax return by the last year they
attended university. This includes both university graduates, individuals who dropped out and individuals yet to attend university. HELP
debts of zero are included if the individual was recorded as having attended university.

** This figure plots an example of the ratio of student debt between and within fields for school teaching graduates. The between comparison
compares the mean 2012 HELP debt of 2011 school teaching graduates with 2011 law and medicine graduates. The within comparison
compares the 2012 HELP debt of 2011 school teaching graduates with 2007 and 2015 school teaching graduates.

Sources: ABS; ATO; Department of Education

Notably, the differences in debt levels between students who graduated from the same field in slightly different years are
as large as the differences between graduates from some of the most and least expensive fields. For instance, in our 2012

8 These estimates of debt relief are based on the distribution of debt held in 2012 by final year of university (see Figure 5 panel A) scaled to $2024 based
on differences in the mean outstanding HELP debt in 2011/12 ($15,191) and 2023/24 ($27,640) (Ferguson, 2021). The figures we use in this analysis for the
average size of debt relief are based on the average HELP held by all domestic students who left university in a given year, including those who have paid
off their HELP debts, or paid their university fees fully upfront.



example, the average teaching student who graduated in 2015 had a 2012 HELP debt that was 41% as large as the debt of a
teaching student graduating in 2011 (Figure 5 panel B). This difference is larger than the difference between the HELP debts
of a teaching student who graduated in 2011 and the law and medicine students who graduated in the same year.

Repayment timing: would the debt cut accelerate debt repayment?

A stated goal of the current government’s policy is to ease financial pressures on young people by reducing student debt
burdens and enabling earlier transitions to saving, home ownership, or family formation.? Perhaps the main mechanism
through which this could be achieved is by bringing forward the timing of debt repayment.

To assess whether the policy would have helped achieve this in 2012, we track HELP debt repayments over the subsequent
decade after simulating the 20% debt cut. We find that the impact on repayment timing is very limited: for 80% of recipients,
the year in which they repaid their debt was unchanged. Roughly 35% repaid in the same year regardless, and 45% had not
yet paid of their debt within the 10-year window regardless of the debt cut.

This modest effect reflects two key factors. First, many recipients do not repay their debts during the 10-year period. This
is mainly because many were still studying in 2012 at the time of our simulated debt cut, meaning they took several years
to enter the workforce and start earning enough to repay. Second, for middle-to-high income earners, the average debt cut
(roughly $5,500) is often less than a single year’s repayment. This means that the policy often only marginally shifts repayment
timing within that year.

This highlights that, in terms of delivering cost-of-living relief or easing financial pressures on young people, the benefits of
the policy are likely to be modest. For many, the gains will not be realised for years, and for some, not at all.

Two caveats qualify this conclusion. First, our analysis measures repayment timing at the annual level; the policy will still
bring forward repayment within a given year. However, in the context of saving for a home or smoothing consumption, intra-
year shifts are likely to have limited impact. Second, we do not model behavioural responses. In principle, the debt cut
could reduce effective participation tax rates for some individuals — particularly those near the margin of full repayment —
potentially encouraging additional work effort or re-entry into the labour market. Such effects could accelerate repayment
but are not captured in our framework.

An alternate way to cut student debt

Newly elected Governments have a mandate to implement policies that they took to an election. But there is one small
change to the current government’s policy that would remain true to its core promise to cut 20% of student debt, but improve
its vertical equity, horizontal equity and impact on repayment timing.

That change would be to cut 20% of all student debt and give each debt holder an equal flat-dollar amount of around $5,500,10

rather than cut 20% of each individual’s balance.!l This policy is closer in spirit to the $10,000 debt relief policy that US
President Joe Biden proposed during his 2020 presidential campaign.

How would this work?

Consider a simple world where total outstanding student debt is $100 and there are only two students with outstanding
balances: Student A, who holds $80 of debt and Student B who holds $20. Under the current policy, Student A would receive
$16 in debt relief, while Student B would receive only $4. Under the alternate policy - where each student receives a flat
dollar amount - both students would receive an equal share of the 20% debt cut, or $10 each.

This alternate debt cut would have three main advantages. First, it would help improve the horizontal equity of the policy -
the extent to which similar individuals receive similar levels of debt relief. This would reduce the large role that graduation

9 The government states “It will particularly help younger Australians, with around 70% of people repaying a HELP debt being 35 or younger. This is a
critical time for saving, considering first home buying and supporting or starting a family.” (Department of Education, 2024)

10 Reporting suggests the average cut will be around $5,520 (Clare & Chisholm, 2025). Rather than impose this figure directly on our sample, we calculate
20% of total student debt within our data and divide it evenly across debt holders. This ensures the flat cut in our simulation has the same total fiscal cost
as the proportional cut, maintaining internal consistency.

11 Some people have less than $5,500 in debt, so they can’t receive the full flat amount. In our simulation, we reallocate the leftover funds to others so the
total cost of the policy stays the same. In theory, these funds could be “saved” instead.



timing plays in determining the extent of debt relief. Rather than a student who has just graduated receiving twice the benefit
as a similar student who graduated a few years earlier or will graduate a few years later, they will all receive the same amount
of relief.

Second, it would improve vertical equity. Since high-income graduates often hold larger debts (e.g. those who studied
medicine, law and commerce), a proportional cut skews benefits upward (Figure 6). In comparison, a flat dollar debt cut
provides the same debt relief to students regardless of whether they studied law or teaching, medicine or nursing.

While a flat cut shifts more of the benefit toward low and middle earners, it still remains inequitable overall. This is a largely
unavoidable characteristic of any student debt cut, because those who attend university and take on debt tend to earn more
over their lifetimes and because any student debt cut disproportionately benefits higher earners, who are more likely to repay
their debts in full.

Figure 6: Distribution of benefits of a 20% cut to student debt
By position in the income distribution 10 years later
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Sources: ABS; e61

The final benefit of our alternate policy is that it would help more individuals pay off their HELP debts earlier. Using our 2012
example, we estimate that about 35% of debt holders would make their final repayment in an earlier year with a flat debt cut,
compared to only 20% under the current approach. This could help increase incentives to work for lower income individuals
around the current repayment thresholds.

This final benefit reflects a key structural difference in the two policies. While a proportional cut reduces the size of a debt, a
flat cut will eliminate it entirely for many debt holders. For low-balance borrowers, this delivers immediate relief and lowers
participation tax rates—especially valuable for those marginally attached to the labour force.

Of course, even a flat cut would remain poorly targeted. A substantial share of benefits would still accrue to individuals
who go on to become high earners, while future students would miss out entirely. As previous e61 research has noted, this
continues a shift away from Australia’s legacy of heavily targeting limited welfare expenditure through direct transfers (Nolan
& Rankin, 2025).

A government looking to further address this inequity could look to make further refinements. These include restricting
eligibility for the debt cut to individuals over the age of 35 or at least 5 years post graduation. This could potentially better
target relief to those who are struggling to pay of their debts and avoid concentrating benefits on recent graduates. The
government could also apply field-specific debt cuts if they believe that student contributions have been too high in select
fields (e.g. the humanities) in recent years. This could help address any issues with the current student contribution system
without providing large amounts of debt relief to recent graduates from high earning fields.



Figure 7: Number of years earlier individuals repay their HELP debt due to cut
Relative to no cut. Simulated, 2012 HELP cohort through to 2022
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Broader policy considerations and future reform

The Government’s plan to cut 20% of student debt is one of several planned changes to the student contribution and HELP
debt system over the next few years. Potentially the most significant of these other changes will be the replacement of the
Job-Ready Graduates (JRG) scheme with a new student contribution model as recommended by the 2024 Australian Univer-
sities Accord (Department of Education, Australian Government, 2024). While the Government has voiced its support for the
Universities Accord’s findings, the nature of this reform remains uncertain and may take several years. This delay was listed
as one of the reasons that the Government decided to cut 20% of student debt now.12

If the Government reduces course fees compared to current settings under JRG then this could be a policy rationale for a
targeted debt cut. The policy rationale for this would be that students under JRG—particularly those in the humanities—took
on substantially more debt than cohorts before or after them, while still facing similar expected earnings. This violates the
principle of horizontal equity because students studying the same course end up carrying significantly different levels of debt
due to policy timing. But if the goal of the student debt cut was to address the increased debt burden for certain student
caused by JRG, a more targeted approach, focused on students in courses most affected by JRG, would have been less costly
and more equitable.

A second major reform to the HELP debt system is the forthcoming changes to HELP debt repayment schedules. These
reforms will increase the minimum repayment from $54,435 in 2024-25 to $67,000 in 2025-26 and move away from sharp
step-changes in repayments to a gradual, income-based scale. Under this new marginal system, repayments will be calculated
only on income earned above the new threshold, rather than on total annual income (Dwyer & Maltman, 2025). This policy
will remove the large “notches” currently in the student debt repayment schedule, which should reduce the large Participation
Tax Rates at these points under the current system.

The HECS-HELP system is a largely well designed system that is highly effective at allowing widespread access to higher
education. But challenges remain. Given that university graduates tend to earn more over their lifetimes, the real issue
may not be the size of HELP debts but rather the timing of repayment. Instead of offering debt relief to a small group of
future high-income earners, policymakers looking to ease pressure on university graduates should instead consider spreading
repayment more evenly across the life course.

12 Anthony Albanese stated, for example, “This will help everyone with a student debt right now, whilst we work hard to deliver a better deal for every
student in the years ahead” (Belot, 2024)
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APPENDIX - AUSTRALIA'S HIGHER EDUCATION FINANCING MODEL enl

INSTITUTE

Australia’s higher education financing model is widely regarded as a global benchmark (Chapman & Hicks, 2018). Under the
Higher Education Loan Program (HELP), students defer tuition costs through income-contingent loans, 3 repaying only once
their income exceeds a threshold. Almost all domestic undergraduate students and some post-graduate student also receive
partial government subsidies of tuition costs in the form of Commonwealth Supported Places (CSP). The size of these CSP
subsidies varies. It ranges from as low as $1,236 for law, economics and most business and society and culture subjects,
to as high as $30,395 dollars per year for medicine, dentistry, veterinary science, agriculture and pathology (Department of
Education, Australian Government, 2023).

This system of government subsidies combined with income-contingent student loans addresses two core market failure
in education financing. First, some fields of study, such as medicine and nursing, may have high public benefits (positive
externalities) that are not fully captured in the private benefits that individual’s studying the course receive. This potential
market failure is often used as the justification for government subsidies for higher education.

The second market failure is that students may expect long-run returns to their education, but lack the capital upfront to
pay for it. While students could theoretically borrow privately to fund their education, private markets typically struggle
to provide loans for education because human capital can’t be used as collateral, and returns are long-term and uncertain.
Income-contingent student loans help address this market failure. They allow students to defer repayments until they can
afford them, with the government collecting repayments because they have a low-cost ability to compel repayment through
the personal income tax system.

Another important aspect Australia’s higher education financing model is that prices are heavily regulated. One of the main
justifications for this is that the HELP system reduces students’ sensitivity to course prices. Existing empirical evidence
suggests the elasticity of demand for higher education under HELP is near zero (Martinenghi, 2021; Yong et al., 2023). The
reason for this is likely because fees are deferred, repayments are income-contingent, and there is no real interest charged
on loans.

The insensitivity of students to prices raises questions about market design, including how much universities should be able
to charge when students are price-insensitive and therefore there is little competition on price. There is also a question of
how much government should subsidise a course when the subsidy has little effect on quantity. The Federal Government
response to these two questions has been to effectively set the amount of debt a student is expected to graduate with, as
they effectively both set the prices charged to, and the subsidies received by, the student.

13 Debt for tertiary education is colloquially referred to as HECS (Higher Education Contribution Scheme), which is partially a misnomer, as it is a subset
of (HECS-HELP) HELP. HELP includes FEE-HELP, which is a loan scheme for those studying without a Commonwealth Supported Place Subsidy, and VET
Student Loans (VSL), which is a loan scheme for Diploma and Advanced Diploma students. The data we have access to relates to all HELP programs, and so
incorporates all of these students using Income-Contingent Loans.
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APPENDIX - DATA AND SIMULATION enl

INSTITUTE

Data

Our analysis draws on de identified individual-level Personal Income Tax (PIT) return data, accessed via the ABS Datalab
environment (Person Level Integrated Data Asset (PLIDA), 2001 - 2024). The PIT dataset includes detailed information on
individuals income and tax paid, including their HELP debt balances and repayments. It covers all individuals who lodged
an income tax return between the 2001-02 and 2021-22 financial years. In our analysis we focus on the 10 years between
2011-12 and 2021-22.

To observe when and what individuals studied university, we link the PIT dataset to university enrolment and completions
data. This linked dataset allows us to track each individual’s study, HELP debt repayments and earnings over time.

One limitation of our dataset is that we only observe earnings and HELP balances for individuals who file a tax return. This
means that we will miss some individuals who are either not a resident of Australia for tax purposes in a given year, or did
not earn taxable income or benefits (or did not file a tax return despite earning taxable income or benefits). To partially
address this issue, we construct a balanced panel of all individuals who report a HELP debt in any year across the sample.
We then impute missing debt balances for unobserved years using the balance in the prior year multiplied by published HELP
indexation rates, exploiting the predictable nature of indexation. In this balanced panel we convert all values into real 2022
dollars. As HELP balances are indexed to CPI, this means that in the absence of repayments, a given individual’s real debt
remains roughly constant over time (except for minor rounding discrepancies or further study).

The ATO dataset includes information on each individual’s outstanding HELP debt and their compulsory repayments in each
year. However, data on repayments is partially missing for 2014-15 and fully missing for 2015-16. We impute repayments
in these years based on observed debt balances before and after this window.

Simulation

QOur primary analysis focuses on the cohort of individuals who reported a HELP debt in the 2011-12 financial year. For each
person in this cohort, we simulate two policy interventions:

* Percentage-based cut. We reduce the individual’s HELP balance in 2011-12 by 20%. This debt is wiped from their reported
debt in each subsequent year (indexation is set to zero as all values are converted to real 2022 dollars). Once an individual’s
simulated debt balance reaches zero (or below), we classify them as having “repaid” their debt in that financial year and
compare it to their actual repayment year.

« Flat-dollar cut. We first calculate 20% of total HELP debt held by the 2011-12 cohort and then distribute this amount
evenly to each debt holder as a flat-dollar amount. Individuals with balances below this flat-dollar amount have their
debts wiped, but do not receive additional relief. This results in some additional value that is then reallocated across
individuals with higher balances to preserve the total fiscal cost and 20% student debt cut.

Our approach is designed to ensure that the aggregate cost of the flat and percentage-based policies is held constant, while
changing the distribution of the benefits across debt holders.

Individuals who held HELP debt in 2012 but did not file a tax return in that year are excluded from the analysis and receive no
simulated debt relief. We expect the number of missing HELP debtors to be relatively small. The 2011-12 tax-free threshold
was set at only $6,000, so even individuals with relatively low incomes are likely to appear. Further, employees who earn
under the tax free threshold but have some of their income withheld via the PAYG system will be incentivised to file a tax
return. Individuals receiving taxable transfer payments, such as Youth Allowance or JobSeeker, are also required to lodge tax
returns. In sum, we believe non-filling is unlikely to materially bias the representativeness of the population of tax return
filing HELP debt holders we observe.
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Vertical equity

To assess the vertical equity of the policy, we observe the income of the 2011-12 HELP debt cohort in the 2021-22 financial
year and compare the simulated policy benefits across the 2021-22 income distribution. In determining where in the income
distribution the benefits flow we include all individuals who filed a tax return in the 2021-22 financial year. This includes
individuals who didn't file a tax return in 2011-12 and didn’t have a HELP debt in 2011-12.

Horizontal equity

To assess the horizontal equity of the policy, we take a slightly different approach and focus on debt balances in 2011-12
broken down by the last calendar year that an individual attended university. In this analysis we include all individuals who
attended university from 2006 onwards and filed a tax return in 2011-12 (i.e. we also include individuals with HELP debt
balances of 0). This includes individuals still at university in 2012 and individuals yet to begin university in 2012. We then
compare the average HELP debt for students from different cohorts of university students (e.g. those who left in 2007 vs
those who Lleft in 2011), both within and across fields of education. Students are assigned to a field of education if the last
degree they completed was in that field. University drop outs are included in the broader comparison of university students
across years, but not assigned to specific fields of education.

Debt repayment timing

To assess the impact of the policy on debt repayment timing, we track each individual’s actual and simulated real debt balances
overtime for the 2011-12 cohort of HELP debt holders. We then examine whether the individual’s simulated debt balance
goes to zero earlier than their actual HELP debt balance.

Limitations

It is important to note that while our simple simulation allows us to understand the dynamic effects of the policy, it also
has at least two important limitations. First, by going back in time to 2012 we are unable to capture the effects of several
important policy changes that have affected the distribution of student debt. These include the expansion of university
education following the introduction of the demand-driven system in 2010-12, and the introduction of Job-Ready Graduates
in 2021, which shifted student contribution levels in certain fields.1* These changes mean that our estimates of vertical and
horizontal equity, and the effect of the policy on debt repayment timing will likely differ slightly from the actual effects of the
policy. However, we do not believe they are so significant that we cannot learn important lessons from the 2011-12 cohort.
Further, because the effects of a student debt cut, in particular it’s vertical equity, will take time to play out, we believe the
benefits of this longer time horizon outweigh the costs.1®

Second, our simple approach assumes no behavioural response to the HELP debt cut. For instance, we assume that the debt
cut would not have affected individuals work decisions, earnings and debt repayments. This is an important limitation of our
work, but it is in keeping with the approach adopted elsewhere by researchers studying potential student debt relief programs
(Catherine & Yannelis, 2020).

14 We also simulate a 2017 debt cut and find similar results.
15 It is also the case that we would not be able to study the effect of Job-Ready Graduates as it was only introduced for students commencing their studies
in 2021, the final year of our data.
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Disclaimers
Person Level Integrated Data Asset (PLIDA)

The results of these studies are based, in part, on data supplied to the ABS under the Taxation Administration Act 1953, A
New Tax System (Australian Business Number) Act 1999, Australian Border Force Act 2015, Social Security (Administration)
Act 1999, A New Tax System (Family Assistance) (Administration) Act 1999, Paid Parental Leave Act 2010 and/or the Student
Assistance Act 1973. Such data may only used for the purpose of administering the Census and Statistics Act 1905 or perfor-
mance of functions of the ABS as set out in section 6 of the Australian Bureau of Statistics Act 1975. No individual information
collected under the Census and Statistics Act 1905 is provided back to custodians for administrative or regulatory purposes.
Any discussion of data limitations or weaknesses is in the context of using the data for statistical purposes and is not related
to the ability of the data to support the Australian Taxation Office, Australian Business Register, Department of Social Services
and/or Department of Home Affairs’ core operational requirements.

Legislative requirements to ensure privacy and secrecy of these data have been followed. For access to PLIDA and/or BLADE
data under Section 16A of the ABS Act 1975 or enabled by section 15 of the Census and Statistics (Information Release and
Access) Determination 2018, source data are de-identified and so data about specific individuals has not been viewed in
conducting this analysis. In accordance with the Census and Statistics Act 1905, results have been treated where necessary
to ensure that they are not likely to enable identification of a particular person or organisation.
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