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Student Support: Policy, Factsheet and FAQ 
 

 
Student Support Policy 

 
Labour’s Vision 
Labour believes that every New Zealander is entitled to access quality public 
education of the highest standard, throughout their lives. Quality education 
ensures that every Kiwi regardless of who they are and where they come from can 
achieve their full potential and contribute to New Zealand's society and economy. 
 
Labour is committed to a quality tertiary education and training system that will 
support New Zealand's economic and social development. Labour wants to ensure 
that our tertiary education system is focused on quality and relevance. We want to 
ensure that an integrated approach is taken to tertiary education, and that barriers 
to participation are eliminated. 
 
Labour's Record 
In the area of student support, during the last two terms in government Labour 
has: 
• Tackled unfairness in the student loan scheme. Now no full time student and 

no part timer on a low income pays interest on their loan while studying. 
• Limited fee increases by introducing fee maxima policy. 
• Increased parental income thresholds for student allowance eligibility.  
• Introduced bonded scholarships to:  

• encourage study in areas of key strategic importance  
• reward our top academic performers  
• encourage participation by  underrepresented groups. 

 
Labour's Policy 
So far in government, Labour has made a lot of progress towards making tertiary 
education more affordable, but we know that there is more to be done. While 
student loans provide vital support and help ensure that all New Zealanders can 
access tertiary education, repayment times are still longer than we would like and 
there is evidence that some graduates struggle to keep up with interest 
repayments. 
 
Student Loans 
During our next term in government, Labour will: 
• Abolish all interest charges on student loans for all students and New Zealand 

based graduates from 1 April 2006. 



• Provide for an amnesty whereby borrowers who return to New Zealand or enter 
into acceptable arrangements with IRD for repayment during 2006 will not have 
to pay IRD loan penalties.    

• Continue to ensure that loans are only provided to those studying in approved 
courses, and that loans for fees are only paid where there is evidence the fees 
have been paid by the borrower. 

• Expand the new financial advisory service provided by Studylink to help 
students make informed decisions about funding their tertiary studies and 
make them more aware of their financial commitment when they take out a 
Student Loan. 

 
Allowances 
During our next term in government, Labour will: 
• Progressively increase parental income thresholds so that at least half of all 

fulltime students will receive a student allowance. 
• Continue to increase parental income thresholds each year by the rate of 

inflation. 
• Increase the personal income abatement rate for student allowances each year 

by the rate of inflation.  
 
Tuition Fees 
During our next term in government, Labour will: 
• Maintain a simplified, capped tuition fee structure to provide certainty as to fee 

levels to students throughout the duration of their studies. 
• Conduct a specific review of the funding arrangements for medical and dental 

students 
 
Other Tertiary Student Support 
During our next term in government, Labour will: 
• Extend the successful Step-Up scholarships in areas of skill shortage. 
• Double the number of bonded merit-based scholarships from 500 to 1,000 by 

the end of 2006, with a view to further increasing that to 1,500 by 2008.  
• Investigate the viability of a long-term savings scheme for parents saving for 

their children’s education. 
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Facts about the Student Loan Scheme 
 
Who can get a Student Loan? 
• Student Loans are available to New Zealand citizens, permanent residents and 

refugees who are enrolled in a tertiary course approved by the Tertiary 
Education Commission. 

• If you're a fulltime student you can get a loan to help pay for your tuition fees, 
your course-related costs and your living costs. 

• You can't borrow to cover your living costs if you get a benefit or student 
allowance worth more than $150 per week after tax. 

• If you are studying part-time for 32 weeks or longer you can only get a loan for 
compulsory fees and course-related costs. You can't get a loan for living costs. 

• If you're studying part-time part-year (less than 32 weeks) you may qualify for 
compulsory fees only. 

 
How much can you borrow? 
• You can borrow the total amount of your tuition fees. Your fees are paid directly 

to your education provider. You cannot borrow this money in cash. 
• You can pay some of the fees yourself - but you need to pay them before you 

apply for the loan, or the whole amount will be paid to your education provider. 
• You can borrow up to $1000 for course-related costs. You don't have to claim 

all your costs at once, but you must submit your claim before your course 
finishes. 

• To claim your course-related costs you need to fill in a form and provide proof 
of your costs, such as quotes or receipts. Your money is direct-credited to your 
bank account. 

• You can borrow up to $150 a week in weekly instalments for living costs while 
you're studying. 

• If you don't need $150 a week you can ask for less. But you need to know that 
if you don't borrow the full $150 a week (and you qualify for it) you'll lose the 
balance and won't be able to borrow it later on. 

• The amount of loan living costs you can borrow goes down by the amount of 
Student Allowance you get after tax (not counting the Accommodation Benefit 
or Bursary payment). For instance, if you get a Student Allowance of $50 a 
week after tax, you can only borrow $100 a week for living costs. 

 
How do you stop people abusing the loan scheme? 
• You can only borrow what your fees actually cost. This money is paid directly 

to your tertiary education provider, so there is no way you can draw down big 
lumps sums to spend on anything else. 

• You can only draw down your living costs in weekly instalments. You can't 
draw down living costs retrospectively, so there is no way to draw down lump 
sums. 

 
Repayment of Student Loans 
• Borrowers who have finished studying are required to start repaying their loan 

when their income surpasses $16,588 per year. This threshold is adjusted 
annually. 
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• Borrowers are required to pay 10% of their income over the threshold towards 
their student loan each year. 

• If you receive salary or wages, Student Allowance, or other income support, 
and earn over the repayment threshold, your employer or organisation can 
make Student Loan repayments on your behalf. 

• If you want to pay your loan back even faster, you can use a special tax code 
and extra voluntary repayments will be automatically deducted from your 
salary. 

• Voluntary repayments can also be made at any time. 
 

 
Interest Charged on Student Loans 
• The interest rate charged on student loans is currently 7 per cent, made up of a 

4.2% base interest rate and a 2.8% inflation rate.  
 
 
Current Borrower Statistics (As at 31st March 2005) 

 Total borrowers 

Number of borrowers 461,632
Total loan balance owing $6,911,469,075
Average loan balance $14,871
Median loan balance $10,206

 
 
Average Repayment Time 
The current average repayment time is 9.3 years, compared to 14.8 years in 1999. 
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Questions and Answers 

 
Interest Free Student Loans 
 
Labour will scrap all interest on student loans for New Zealand based graduates.   
Labour has already stopped interest accruing while students are still studying; now 
we will cancel further interest charges on existing loans as well. Labour will also 
provide for an amnesty whereby borrowers who return to New Zealand or enter 
into acceptable arrangements with IRD for repayment during 2006 will not have to 
pay IRD loan penalties.   
  
Why the change? 
Labour’s policy in government has been to make tertiary education more 
affordable.  This is another step along that road.  Interest free loans are cheaper in 
the short term.  Loans never get as large in the long-term because there is no 
accumulating interest.  Borrowers will be able to pay off debt and get on with their 
lives quicker because all repayments hit the capital of the loan.   
The scheme will build New Zealand's skill base because it: 
• Makes tertiary education more affordable; and 
• Encourages people to stay in New Zealand at the end of their studies. 
If repayments continue at the current rate the overall amount of debt would be $1 
billion or 10 per cent less than current projections by 2013.   
 
Who would be covered by the interest free loans? 
Anyone who has a student loan from past, current or future study would pay no 
further interest under the new scheme – as long as they remain in New Zealand.   
Those who are go overseas for fulltime study at postgraduate level would also be 
eligible.    
 
How much will debt decrease and how much will repayment times decrease? 
People can easily calculate this by using the calculator on www.labour.org.nz 
 
Who would not be covered by the interest free loans? 
Borrowers who choose to work overseas will be charged interest at around the 
current rate of 7 per cent.  At present all borrowers are required to make payments 
when they go overseas and there is a process for notifying IRD.   Interest charges 
would start once the borrower was away from New Zealand for 2 months or more 
in a 12-month period.  
 
 What will people need to do if they are going overseas? 
In any situation where people are going overseas, particularly for 2 or more 
months, they should, as they do now, : 

1. Tell IRD they are going overseas  
2. Provide a contact address  
3. Keep up repayments 

 
Who would be covered by the amnesty on penalties? 
A penalty of 2 per cent per month is charged on the overdue amount (including all 
penalties) until the total overdue amount is fully repaid.  Those returning from 
overseas would not be charged these penalties during 2006.   

Student Support: Policy, Facts, FAQ July 2005 5 
 



 
When does the policy start? 
The removal of interest rates will apply from 1 April 2006.  The amnesty on 
penalties for those who return to New Zealand will run from 1 April 2006 until 31 
December 2006. 
 
What does it cost? 
The cost of this policy will grow through time through to a maximum of around 
$300 million.  The cost in the first year will be around $100 million.  
 
What will prevent people enrolling just to get interest free loans?  
The way the loan scheme works, it is not possible to get a large amount of money 
upfront, so there is very little incentive to take out a loan for this reason.  When 
people borrow under the scheme their fees are paid directly to the institution 
where they are studying, or paid to them if they can show they have paid directly 
to the institution.   The living costs part is paid in weekly instalments, and only 
while you are studying.  The living and course costs part of the loan are only 
available to full time students.   
 
How will this affect the numbers of students who borrow?  
When the no interest while studying policy was implemented there were 
predictions of a massive increase in the number of borrowers.  This did not 
eventuate, with only a slight increase.   We will continue to review procedures 
around borrowing and make any changes as necessary to ensure loan balances 
are not being increased excessively. 
 
How will this affect loan amounts?  
The student loans scheme doesn't allow people to borrow unlimited amounts.  
Borrowing must be for living costs (up to $150 a week for living costs while 
studying), fees and up to $1000 course costs.    People with large loans are 
generally those in courses with high fees that involve long periods of study like 
medicine.    
 
How will this policy stop people from going overseas after they graduate? 
This policy encourages people to stay in New Zealand after they graduate. They 
will be better off.  For those who choose to go overseas they will be no worse off 
than they are now. Interest will be charged, but as soon as they return to New 
Zealand to work they will not be charged interest.  
 
Will you be doing anything to help graduates who have already paid off their 
debt? 
Labour has worked throughout the last six years to make tertiary education more 
affordable, and many students and graduates have benefited.  This is the next 
step in that process.  We want to look forward in our policy and reduce the debt 
burden on those who owe money now. 
 
How is this fair to students who worked and saved to get themselves 
through study and did not take out a loan? 
Student loan borrowers don’t get a free ride under this policy- they still have to pay 
everything back.  The difference is they no longer have to pay the costs of 
compounding interest that add years and dollars to that debt. 
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What are you doing in other areas of student support such as allowances, to 
help students?  
The policy announced today also commits to continuing to increase income 
thresholds for allowances until  half of all full time students are eligible and to 
maintaining a system of capped fees.   We are working to make tertiary education 
more affordable, and the removal of interest on loans is another step towards that. 
 
Does this favour one income group over others? Isn’t this just a tax cut for 
middle class and rich people? 
When students graduate they earn a wide range of different salaries, and also 
spend time out of the workforce altogether.  What this policy does is ensure that 
you only pay back what you borrow- and that is fair for all students. 
 
Why are you keeping interest for students when they go overseas? 
We want to encourage as many graduates as possible to stay in New Zealand.  If 
graduates are working here and making repayments on their loans, it is in our 
interest to reward that. 
 
How will you ensure that graduates who are overseas will pay back their 
loans? 
There will be financial penalties for people who go overseas and do not make 
payments.  We are offering an amnesty on penalties to graduates who return to 
NZ in 2006 or who enter into acceptable payment arrangements with IRD for 
repayment. 
 
Why aren't  tax cuts a better option?  
Across the board tax cuts are not affordable, and will inevitably lead to cuts in 
public services.  This kind of targeted assistance is fair, and part of our on-going 
commitment to make tertiary education affordable.  
 
Will students who undertake post graduate study overseas be charged 
interest? 
No, if students are undertaking full time study overseas they will not have to pay 
any interest.  However if they start working overseas they will be charged interest.  
 
Will the interest accrue as soon as you go overseas? 
If you are away for more than two months in a twelve month period then you will 
be charged interest.  
 
How is the policy better than National’s? 
This policy is fair because all graduates, no matter what they are earning receive 
the benefit of no interest on student loans. It is simple and easy to understand.   
Labour’s whole tertiary policy is also designed to make tertiary education more 
affordable.       
 
National’s policy is complicated and favours those on high incomes.   Their plans 
to remove the cap on fees and cut tertiary funding would easily cancel out any 
benefit from their tax rebate. 
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Other Student Support Policy 
 
What else is Labour doing for students? 
Labour’s policy commits to continuing to extend eligibility to allowances so that 
over the next term in government at least half of all students will get allowances.  
We will also double the number of bonded merit based scholarships.  
 
What about fees? 
Labour introduced a cap on fee rises, through the fee maxima policy.  We will 
maintain this cap to provide certainty to students as to the level of fees they will 
pay for the duration of their study. 
 
What is happening with the tertiary savings scheme proposal? 
The Government is consulting with potential providers to assess their interest in 
the scheme.    The announcements today will contribute to reducing the debt of 
graduates, but there have always been costs associated with tertiary education, 
and a savings scheme would still be helpful to manage those costs. 
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