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ABSTRACT 

This study partly sought to assess the factors associated with the award of student loans and 

scholarships by the Higher Students Financing Board. These factors included; sex, region, 

residence (i.e. urban or rural), unavailability of a father (father absent) through either death, 

negligence or divorce, family income and the number of siblings of a successful loan applicant. 

The student loans awarded were analysed in three categories; those between Uganda Shillings 

(UShs.) 1.6 and 3 Million (the lower amount), those between U Shs. 3 and 3.4 Million (the 

optimal amount) and those between U Shs. 4.7 and 5.2 Million (the full amount).The key social 

economic characteristic of the successful loan applicants for the  award of a full amount as 

opposed to the optimum amount included being female (p=0.042), having many siblings 

(p=0.046) and resident in rural area rural (p=0.007), and or whose father is absent due to death, 

divorce or negligence (p=0.000). Household income was not a significant predictor. For the 

award of scholarships, the key social economic characteristics of the successful loan applicants 

included being a resident in rural areas (p=0.008), from a household with low income (p=0.003) 

and whose father have low education level (p=0.001) or whose father is absent due to death, 

divorce or negligence (p=0.000). The factors such as the number of siblings (p=0.067), mother’s 

highest education level (p=0.867), college (p=0.427) and sex i.e. male (p=0.724) of the applicant 

were found not to be significant in determining the award of scholarship. The median annual 

salary for graduates of Bachelor of Science (BSc.) Civil Engineering was U Shs.17, 622,831, 

ranging from U Shs. (5,664,943 – 187,865,515). For Bachelor (B.) Nursing graduates, the 

median annual salary was U Shs.6, 994,841 ranging from U Shs. (2,518,307 – 171,364,292). The 

median annual salary for BSc. Education graduates was U Shs.3, 126,830 ranging from U Shs. 

(2,385,518 – 59,424,702). For Special Needs Education graduates, the median annual salary was 

U Shs. 4,038,062 ranging from U Shs. (2,726,880 – 121,854,588). The median annual salary for 

B. Medicine and Surgery graduates was U Shs.14, 947,770 ranging from U Shs. (4,957,899 – 

300,000,000). The courses selected for this study had the following internal rates of returns. BSc. 

Civil Engineering (-15.02%), B. Nursing (-38.52%), BSc. Education (-30.78%), Special Needs 

Education (-76.80%), B. Medicine and Surgery (-12.85%). The internal rate of return for all the 

courses combined significantly dropped to -2.85%. However all the courses failed to register a 

positive internal rate of return. Inflation increased the internal rates of return by generally two 

percentage points. 
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CHAPTER ONE 

INTRODUCTION 

1.1Background to the study 

Student loans in Uganda are disbursed by the Higher Students Financing Board (HESFB), an 

institution that was established by an Act of parliament and given a legal mandate backed up by 

these documents; the Higher Students Financing Act 2014 and the Education Act 2008 under the 

supervision of the Ministry of Education and Sports (MOEs), the Constitution of the Republic of 

Uganda 1995 and the Public Procurement and Disposal of Public Assets Act (2003) under the 

supervision of the Ministry of Finance, Planning and Economic Development. The HESFB is an 

accounting authority which reports to the MOEs and its mission is to provide financing and 

consequently, to increase equitable access to higher education for eligible Ugandan citizens.  

 

The HESFB started its operations in the Financial Year (FY) 2014/15 with 1,200 loan 

beneficiaries, and slightly increased the intake by 47 in the subsequent FY to 1247. The number 

of participating universities and tertiary institutions increased to 39 from 12. Similarly, the 

number of eligible courses supported also increased from 26 in FY2014/2015 to 49 in the next 

FY, although the focus remained on science related disciplines. The total loan amount disbursed 

in the FY 2015/2016 was shs.8,482,303,478 (75% of the HESFB's budget) and was meant to 

cover only tuition and functional fees, and research costs, only if they were required for the 

course pursued. The HESFB FY2015/16 report, (which is the only available online report), cites 

as many as 12 challenges of which the main three are limited funding, the inability to; first 

synchronise admission dates between public and private universities and two, to reach out and 

sensitise the public. In order to fight some of its challenges, the HESFB has developed an 

Integrated Loan Management System (ILMIS) to help in loan disbursements, applications, 

recoveries and to provide all the necessary information as when required. The Student Loan 

Scheme (SLS) itself is a supplementary innovation to the government district quota sponsorship 

scheme, the state house scholarship scheme and private sponsorship for funding higher 

education. 
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1.2Problem Statement 

Ensuring a sustainable revolving loans fund is the fifth objective of the HESFB; and since the 

SLS is an income contingent loan scheme i.e. it relies on future incomes earned by student 

debtors in order to create such a revolving loans fund; available literature that would have been 

required to give clues on how incomes in Uganda can create such a fund, is severely limited. The 

available literature is unscientific and highly unreliable, for example, newspaper surveys of a few 

individuals randomly encountered on the streets of Kampala City, and of limited professions; 

online websites that purport to calculate earnings of every Ugandan by profession, but instead 

end up with figures that are unrealistic for even the known highest paid workers in Uganda.  

Student Loan schemes worldwide are loss-making institutions essentially running on government 

subsidies. The average student loan debt in the United States of America (US) is $ 37,000 and $ 

55,000 in the United Kingdom (UK). Even in tuition free Sweden, students graduate with about $ 

20,000 in debt (Chamie, 2017). In next-door neighbour, Kenya, the proportion of the original 

value of the loans recovered (in real terms) factoring in administrative costs & defaults was a 

mere 8% (Albrecht and Ziderman, 1992). 

In conducting this study, understanding of the labour market is highly crucial, particularly the 

incomes tertiary graduates can expect to earn once in employment. Available literature, despite 

being numerous provides no clues on such information. For instance, Onen (2015) looked at 

weaknesses of SLS(s) in order to draw lessons for younger schemes such as Uganda's but did not 

analyse how it can be self-financing. Nuwagaba (2013) looked into alternative funding methods 

to the cost sharing approach in Rwanda such as student loans with the view of their introduction; 

- in Uganda that debate is already settled, the loan scheme is already in operation. Muriithi, 

Kihoro and Waititu (2012) looked at how loans were allocated by the Higher Education Loans 

Board (HELB) to Kenyan loan applicants relative to their economic status. Their focus on the 

Kenyan context necessitates this study in order to capture the Ugandan experience and look 

further into its financial viability. Therefore, this study is necessary in order to make interest rate 

projections that the HESFB loan program can set in order to achieve a revolving loans fund and 

to assess the factors associated with its award of loans and scholarships in Uganda. 
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1.3 Objectives of the Study 

 To examine the factors associated with the award of student loans and scholarships by the 

HESFB in Uganda. 

 To investigate the achievement of a revolving fund model through the determination of 

internal rates of return for the selected courses under study. 

 To establish the starting, median and (or) average earnings of the scholars in the courses 

under study. 

1.4 Hypothesis 

The likelihood of scholars with rural origins gaining loans and scholarships of a greater value is 

higher than that of those with urban origins. 

1.5 Research Question 

What is the starting and highest remuneration of graduates of the courses under study? 

What is the median and (or) average earnings of the graduates arising from the selected courses 

under study? 

1.6 Significance of the Study 

The problem of student debt in income contingent loan schemes is inevitable and this study 

should help form a starting point for which management of HESFB can make informed decisions 

about limiting that level of student debt by informing on which courses are profitable to fund. 

1.7 Scope of the Study 

This study will look at graduates of five courses out of the forty-nine courses that are eligible for 

loans, that is, BSc. Civil Engineering, B. Nursing, BSc. Education, Special Needs Education, and 

B. Medicine & Surgery Graduates. It will also focus on six public universities for data collection 

out of the thirty-nine that are participating in the loan programme.  
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CHAPTER TWO 

Literature Review 

The first objective of this study was to assess the factors, which affect the award of loans and 

scholarships by the HESFB, for which several studies gave an idea. To begin with, it was the 

pioneering works of the renowned economist Milton Friedman as far back as 1955 that first gave 

rise to the idea of income contingent loans (ICL). His ideas remained largely theoretical until the 

early 1970's when nations like Australia and New Zealand started offering ICL(s).For this very 

reason that economics influences students financing, it is vital to recognise the relationship 

between education and economics. This relationship can be seen in the economic principle 

DARA (decreasing absolute risk aversion); that is, individuals from poorer backgrounds are less 

willing to acquire education because it is a risky asset (Grimm, 2007). This is also because high 

variability and uncertainty in postgraduate income, creates a reluctance to invest in tertiary 

education, especially for those most in need (Conlon, 2005).  

According to the Canadian Federation of students, ICL(s) tend to disfavour women because they 

tend to leave the workforce because of pregnancy, which in return makes them to have low 

incomes and prolonged debt. Research by Grimm (2007); which focused on developing a general 

financial and economic model with the purpose of investigating the characteristics of students 

taking out ICL(s), revealed two important Findings. First, that ICL(s) tend to encourage the low-

income population that often lacks collateral to invest in education; and secondly, that low 

skilled individuals prefer ICL(s) to other forms of loans. 

Muriithi, Kihoro and Waititu (2012) used ordinal and multiple binary logistic regression models 

to classify the loans awarded to Kenyan loan applicants. Their study found that wealth and the 

amount of fees paid for siblings were additional factors that could be considered in identifying 

needy students. Finally, research by Heilman (2011) closes this study's objective by 

recommending that substantive financing is vital for a nation’s economic growth, due to the 

boost it gives to the nation in terms of an educated workforce.  

The second objective of this study was concerned with the assessment of whether a revolving 

fund model can be achieved; this objective essentially looked at the incomes of graduates and 
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matched them to the expenses of the HESFB. If future incomes were sufficient to cover the 

expenses, then the SLS would be self financing and the level of student debt would be negligible; 

which according to appendix IV and available literature is next to impossible ( Bolton, 2014; 

Cha, P., and Patel, 2010; Government Accountability Office, 2014). 

“The most important discussion about student loans is the rising level of debt levels", so began a 

New Zealand study on that country's SLS conducted in 2016. Its findings revealed an increase in 

the amount of loans not paid by students after their last year of study, even after adjusting for 

inflation from $8360 in 2008 to $12356 in 2014.“ The cost to the government for owning the 

SLS,” (a fancy term for loss) “was found to be a hefty $533 million for the FY2016/17” (MOE, 

2016). 

 

When Shen and Ziderman (2008) conducted a study that looked at the repayment of student 

loans in several different countries; they found repayments to be dismal and advocated for a 

revolving fund if governments were to avoid the need to inject fresh capital into the loan 

schemes. Also a study on Thailand’s' SLS by researchers Chapman et al (2010), 

Manashoonphempool and Tangkitvanich (2010) revealed that government SLS(s) have implicit 

interest rates which have an effect of increasing the cost to the taxpayers. 

Further research by Nyahende (2013a), similarly provided a very insightful view on the influence 

of the characteristics of student loan borrowers on the default rate in Tanzania. The 

characteristics were age, gender and attitude. All the three identified factors were found to 

significantly influence the default rate of the students. Older borrowers had low rates of 

repayments; perhaps because they had more financial obligations. Males were most likely to 

default relative to females and those with adverse attitudes towards repayments were more likely 

to default relative to those with positive attitudes. 

The third objective of this study, sought to establish the starting, median and average earnings of 

the student borrowers. This objective's importance was highlighted by the work of Terrence 

(1994) which made it clear that if governments had perfect knowledge, they could observe the 

variable income streams of those who take out student loans as well as identify who in the 

population needed assistance. His research further stressed the point that postgraduate income of 
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students is a much more important factor than the size of the loan in terms of repayment success. 

Closely related to incomes in determining repayment success, was repayment times. According 

to New Zealand’s' SLS annual report 2016. The median repayment time for all borrowers who 

finished study in 2014 was expected to be 8.4 years. For those who remained in the country, it 

was expected to be 6.5 years while for those who left, it was expected to be 17 years. The study 

revealed that the slower the repayments, the greater the loss in their value and hence the higher 

the cost to the New Zealand government. It found out that, if many borrowers chose to go 

oversees once they finished their studies; this reduced the value of the scheme because it was 

more difficult to collect repayments. Although students could be expected to build up a larger 

student loan debt, if they decided to pursue higher-level qualifications, they could also expect to 

be able to pay off this debt more quickly because of higher incomes received. Factors that 

affected repayments were found to be; the size of the borrower segment actively repaying loans, 

economic conditions that influence employment, incomes and legislative changes to repayment 

obligations. Those borrowers, who died or were declared bankrupt, had their loan balances 

written off since they were no longer able to receive incomes (MOE, 2016). Johnstone and 

Marcucci (2010) looked into the operation of SLS(s) in nations from the poorest to the middle-

income ones. Their study was mainly focused on attracting capital from the private sector and in 

increasing asset values. The outcomes of their study revealed major problems such as poor 

operating budgets, low repayments, and high default rates. Research in student loans has 

acknowledged the importance of SLS(s) in funding higher education. However the scarcity of 

research work in Uganda that concentrates on looking at the financial viability of student loans 

with the purpose of making them self financing; has created an information gap which has given 

rise for the need of a study of this nature in looking at Uganda's student loan scheme. 
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CHAPTER THREE 

Methodology 

3.1Introduction 

This section comprised of two major parts, the first part defined the methods, study population 

and the determination of the sample size that was used to assess the social economic 

characteristics that affected the award of loans and scholarships to the loan holders in this study.  

Similarly, the second part’s definitions were for investigating graduate incomes of individuals 

that had graduated from the courses under this study and were already in salaried employment. 

3.2 Data and Methods for the Assessment of the Social Economic Characteristics that 

Affected the Award of Loans and Scholarships 

3.2.1 The Study Population 

The study population comprised of loan holders who were pursuing the academic programmes of 

BSc. Civil Engineering, B. Nursing, BSc. Education, Special Needs Education and B. Medicine 

& Surgery from six universities in Uganda for the academic year 2016/2017. 

3.2.2The Sources of Data 

Data used in this study was obtained from HESFB records of student loan application forms that 

required information about the social and economic status of the students applying for the loans. 

A copy of the loan application form is attached in appendix VI. 

3.2.3 Determination of the Sample Size 

From a list of 1,329 successful loan applicants, the number of those who were from the five 

courses chosen for this study was555, nearly42% of the successful applicants. 

The sample size was chosen from a sample size table determined using a formula by Krejcie and 

Morgan (1970) from a study “Determining Sample Size for Research Activities”. 

    

n = X2 *N*P*(1-p) 

(ME2*(N-1))-(X2*P*(1-P)) 
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Where;  

n  The sample size 

X2  Chi-square for the specified confidence level at 1 degree of freedom 

N  Population Size 

ME Desired Margin of Error (Expressed as a proportion) 

 

For a population size of (500-599) with a confidence level of 95% and margin of error of 3.5%, 

the predetermined sample size from the table was 308. However, the actual loan application 

forms accessed were 300, which were then sampled. A sample representative of the general 

population was obtained by employing random sampling. The number of student loan holders 

allocated to each university under study was considered as a fraction of the total successful 

applications (322) received from all the universities under study. Therefore, Makerere University 

that had 52% (167) of the student loan holders also had the same percentage in the sample. Gulu 

University had 12% (39), Mbarara University of Science and Technology (MUST) with 21% 

(67), Muni University with 6% (18), Uganda Christian University (UCU) with 5% (17) and 

Islamic University in Uganda (IUIU) with 4% (14).After proportionately selecting the students, 

systematic list random sampling was used to select the loan holder application forms from each 

of the above universities that made up the sample. List of all the (555) loan holders was 

generated and sorted according to their institution. Then a systematic sampling interval k was 

derived as k = 555/300 = 1.8. This was rounded off to two. A random number between 1 and 2 

was selected, and thereafter one name on the list was skipped systematically until all the loan 

holders required for the sample were selected ensuring that their proportions were the same as in 

the general population. That is to say Makerere University had 156 (52%) loan holders in the 

sample, Gulu University had 36 (12%), MUST had 63 (21%), Muni University had 18 (6%), 

UCU had 15 (5%) and IUIU had 12 (4%). 

 

3.3 Defining the Multinomial Logistic Regression Model 

Social economic characteristics such as household income, education background of the parent 

and family size were analysed using the Multinomial Logistic Regression Model (MLRM).  
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3.4 Definition of the Studies' Variables 

Loans and scholarships awarded to our sampled loan holders made up the dependent variables. 

The social economic characteristics of the students then constituted the independent variables. 

 

Table 3.1 Definition of the Studies’ Variables 

Variable Name Type of Variable Variable Labels 

Loan (‘000 Shs.) Ordinal <1600, 1600-2800, 3000, 4700, 5200. 

Scholarship Binary Successful, Unsuccessful 

Sex  Binary  Male, female 

Residence Binary Rural, Urban 

College Binary Science, Arts 

Father’s Status Binary Father absent, Father present 

Region Categorical Eastern, Northern, Central, Western, Westnile, 

South Western. 

Table 3.2: List of the studies' variables, their Nature and Description 

Variable Sign Expected/ 

Nature of 

Variable 

Description 

Loan Disbursed 

(L) 

Dependent 

Variable 

The loan amount disbursed to a successful student 

applicant for a given year of study, payable upon 

graduation. Shs. ( 0 < L< 5,200,000) 

Scholarship 

(S) 

Dependent 

Variable 

The minimum amount given under a scholarship to a 

successful scholar for a given academic year; to usually 

disadvantaged ones and not repayable upon graduation. S 

> Shs.1,050,000 

Sex (Sx) (+) when Female The scholar is either Female or male. 
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College 

(Col) 
(-) for Arts 

This is the college where the scholar is admitted. Only 

renowned colleges were considered for this study. 

Region 

(Reg) 

(+) for Low 

Productivity 

Areas 

The area of the scholars’ descent / birth. 

It signifies the attachment to the home area where 

investment in later life can be made. 

Residence 

(Res) 

(+) When a Rural 

Dweller 

It is the location, (urban/rural). Rural areas usually have 

few alternative income sources, learning centres and data 

connectivity. 

Father's 

Education 

(Fed) 

(-) 
The father's education level shown by the best grade got at 

each level attempted. 

Mother's 

Education 

(Med) 

(-) 
The mother's education level shown by the best grade got 

at each level attempted. 

Father’s Status 

(Fab) 
(+) 

Stands for cases where the father either was unavailable 

through negligence, divorce or was deceased. 

Family Income 

(In) 
(-) 

Annual household income of the student’s family 

inclusive of transfer payments. 

Siblings 

(Sbg) 
(+) 

The count of the scholars' siblings in alternative education 

establishments for a given academic year. 

Family 

Expenditure 

(Ex) 

(-) 
Annual estimated household expenditure on basic 

necessities and other items 
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3.5 Definition of the Relationship between the award of loans/scholarships and potential 
determinants 

The dependent variables of Loan amount disbursed and scholarship awarded were a function of 

the independent variables as defined in the table above. 

Equation 1: 

Loan (L) = f (In,Sbg,Sx,Reg,Res,Fab,e(t)) 

Equation 2: 

Scholarship (S) = f (Ex,In,Sbg,Sx,Reg,Res,Med,Fed,Col,Fab,e(t)) 

Where; 

  e (t) - Error term that represents all variables excluded but in essence do affect   

scholarships and loans awarded. The benchmark for the study was Central region. 

The second part of this section was concerned with defining an actuarial model for determining 

the extent to which graduate incomes of those who had completed the courses in this study, 

could recover the expenses incurred by the student loan scheme in providing loans to the 

successful loan holders. It also included the determination of the sample size for collecting 

income data from individuals who had graduated from these courses under study and were 

employed. 

3.6 Developing the Actuarial Model 

The actuarial model used was the present value (PV) model. 

Present value equations mathematically portray the evaluation of the costs and benefits of an 

investment. 

The PV model; 

PVcosts = PVincome@i = IRR (where ( i) is the interest rate and IRR is the internal rate of return) 

The IRR is the rate of interest that will make the loan scheme self-financing. (i.e. create a 

revolving fund and is the purpose of the study). 

The PV of cash flows = ∑Ct * (1+i) (-t) 
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Where;  

Ct Cash flow (payment) made at a time (t). 

t The time in years that the cash flow is made and (n) is the last year the cash flow    

is made. 

The interest rate (i) determined was then treated for inflation by the expression; 

(1+ i') = (1+i) / (1+r) 

Where; 

i'  The real rate of interest earned by HESFB, after allowing for inflation. 

r Rate of inflation prevailing in Uganda as at the evaluation date (i.e. for the year 

ending July 2018). 

The assumptions of the model were; 

 The prevailing inflation rate at the evaluation date was constant throughout the entire 

duration of the loan up to end of repayment. 

 There was no withdrawal from the course pursued and graduates gained employment 

within the grace period allowed. 

 The mortality experience was zero for all successful loan applicants up to the end of the 

repayment period. 

 All repayments were made with income earned; there were no salary increments and 

early repayments of the loan amount. 

3.7 Analysis of the model 

The loaned graduates were expected by HESFB to repay their loans in the period corresponding 

to their duration of study allowing for a one-year grace period i.e. a medical doctor who had 

studied for five years should have completed loan repayments in the six years after graduation. 
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If(n) is the number of years of study, then the repayment period was (n+1) and the total time 

from borrowing to repayment was (2n + 1) years. 

Table 3.1: Spreadsheet Table for the Analysis of the Present Value Model 

A B C D E F G 

1  interest rate (i) ( ....)    

2 Yrs (t) Cout Cin vt Coutv
t Cinv

t 

3 1      

4 n      

5 2n +1      

6     TOTAL 1 TOTAL 2 

7  inflation rate (r) ( .... )    

8  real interest rate 

(i') 

( .... )    

 

Where; 

Cout HESFB’s annual expenditure for each selected course during the valuation FY 

less miscellaneous incomes (i.e. interest earned on fixed deposit accounts) and; 

  Cin  The median annual income of loaned graduates from each course under study. 

vt Discount factor {i.e. (1+i)^-t} given by excel formula E3 = (1/(1+ D$1)^B3). The 

formula was copied from cell E3 and pasted for cells E4 to E5. 

Coutv
t Given by F3 = C3 * E3, The formula was then copied from cell F3 and pasted     

  to cells F4 to F5 and;    

Cinvt Given by G3 = D3 * E3, The formula was then copied from cell G3 and pasted  

to cells G4 to G5.  

Total 1 of Coutv
t was given by F6 = SUM (F3:F5) and Total 2 of Cinv

t was given by G6 = SUM 

(G3:G5).Real rate of interest (i') was given by the excel formula D8 = ((1+ D1) / (1+D7)) -1.The 
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interest rate (i) was set arbitrarily to zero and was then increased or decreased until the totals one 

and two agreed. That interest rate that made the totals equal was then our IRR. 

3.8 Sample size determination for the Collection of Income data from Employed Graduates 
of the Courses 

Information about incomes of employed graduates from the courses under study (BSc. Civil 

Engineering, B. Nursing, BSc. Education, Special Needs Education and B. Medicine & Surgery) 

was collected. This income data was then used for the actuarial analysis (the determination of the 

IRR).It was collected using a sample size (n = 1, 1607) determined by Cochran's formula (1963) 

i.e. 

n =   z2 * p * (1-p) 

           e2 

Where;  

z The level of confidence interval measure.  

The z value was 2.58, read from the table of critical values of z and chosen based 

on a 99% level of confidence. 

e The margin of error was then  (1 - 0.99) i.e. 0.01. 

p The degree of variability (0.225) was taken as the percentage of graduates gaining 

employment out of available jobs annually (Kayinza, 2014).  

Cochran's formula was chosen because the study population of graduates from all universities 

and working was infinite (i.e. too large and continued to increase annually). Random 

samplingwas then used to select the number of employed graduates resulting from each course 

that were then interviewed for income data. 

Therefore medical students with 27% of loan applications  implied that 27% of doctors (i.e. 

3,133) were in the sample, nursing students with 10% meant that 10% of nurses (i.e. 1,161) were 

in the sample, student teachers with 42% resulted into 42% of teachers (i.e. 4,875) being 

interviewed, civil engineering students with 20% of loan applications resulted into 20% of civil 

engineers (i.e. 2,321) being interviewed and finally, special needs student teachers with 1% 
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meant that 1% of special needs instructors (i.e. 117) were in the sample that was used to collect 

the income data. 

Questionnaires were sent to those who were already working and had graduated from the courses 

under investigation in this study. Personal interviews were carried out whenever the researcher 

was within an area where the desired study respondents were present. Human resource managers 

and public service officials on the payroll department were personally interviewed in order to 

gain the necessary income data. Great care was taken to make sure that where adequate 

information was obtained through the Human resource managers or public service officials, 

questionnaires were not sent to study respondents employed in that organisation. Proper 

identification of the researcher and intended purpose of the study were always made clear to the 

desired study respondents at all times. Study respondents were adequately assured that all 

information gathered was to be treated with at most confidentiality and was strictly meant for 

study purposes. 
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CHAPTER FOUR 

PRESENTATION OF FINDINGS (RESULTS AND DISCUSSION) 

4.1 Introduction 

This study partly sought to investigate the relationship between the loan applicants and their 

social economic background by extracting information from the loan forms submitted to the 

HESFB. The results are presented first beginning with the descriptive analysis and then followed 

by the statistical relationships between the variables under study. 

4.2 Descriptive Statistical Results 

Table 4.1: Annual Household Incomes and Expenditure of the Loan Applicants 

           N = 300 

Variable (Ushs) Average Standard deviation Minimum Maximum 

Income 1,977,873 4,555,332 200,500 21,000,000 

Expenditure 1,461,429 2,201,661 440,500 16,443,000 

Source: Study 

The findings that; the average annual income of the households of the student loan applicants 

exceeds the average annual expenditure; the maximum annual income is greater than the 

maximum annual expenditure and that the standard deviation is large indicates that most of the 

incomes and expenditures are not very close to the average value but are rather spread out and of 

much larger values. This suggests that there is a possibility of the HESFB making early loan 

recoveries since the households of the student loan applicants experience an annual saving. This 

observation appears to agree with the fact that in just one year of the Board being operational, 

early repayments were UShs. 27,677,600 (HESFB, 2016). The result from the table which 

reveals that the minimum annual household expenditure exceeds the minimum annual income 

fits well with the Boards’ second objective of supporting highly qualified Ugandan students who 

may not afford higher education. 
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Table 4.2:  Frequency of the Loan Size Disbursed According to Sex 

Loan 

disbursed 

(‘000 UShs.) 

0 1,600 2,000 2,800 3,000 3,400 4,700 5,200 Total 

 

SEX 

Female 0 5 1 2 47 22 13 15 105 

Male 8 14 3 4 94 35 16 21 195 

Total 8 19 4 6 141 57 29 36 300 

Source: Study 

The study reveals that nearly half (46%) of the loan borrowers received an amount of Ushs 

3,000,000 and that male student loan borrowers made up the majority of the active borrower 

segment, (about 66%).However, for higher loan amounts starting from U Shs. 3,400,000, more 

females than males were given greater consideration, receiving up to 81% of the consideration 

for the amount of U Shs. 4,700,000.This consideration for female loan borrowers can also be 

seen from the finding that none of them was denied a loan. 

Table 4.3: Frequency of the Loan Disbursed According to Family Status 

Loan disbursed 

(‘000 U Shs.) 

0 1,600 3,000 3,400 4,700 5,200 Total 

FAMILY 

STATUS 

Father 

Present 

12 17 82 22 6 4 143 

Father 

Absent 

0 5 47 37 30 38 157 

Total 12 22 129 59 36 42 300 

Source: Study 
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The study findings reveal that loan amounts of a value greater than U Shs. 3,000,000 went 

mostly to those applicants whose fathers’ was reported absent. Their applications were all 

successfully considered. The finding is further strengthened by the revelation that; of the 

applicants who received the full loan amount, an overwhelming majority (90%) reported their 

father absent. This is consistent with the HESFB’s policy of supporting those most in need. 

4.3 Results from the Multinomial Logistic Regression Model 

None of the independent variables of the MLRM significantly affected certain categories of the 

outcome variable (Loan disbursed). These categories were loans awarded that were less than 

UShs. 3 Million i.e. the lower amount; exactly UShs. (3 and 3.4) Million i.e. the optimal amount 

and between UShs. (4.7 and 5.2) Million i.e. the full amount. The above categories were 

combined in order to obtain more efficient estimates and partly because the number of cases in 

some of the categories were too small. The Wald test for combining these dependent categories 

is attached in appendix II. In addition, the independent variables college, family expenditure, 

region except the central region, fathers, and mothers education were found not to be significant 

in determining the optimal loan amount awarded. They were not included in the regression 

results and the relevant likelihood ratio test that was used to test each of the above independent 

variables is attached in appendix III. 

Table 4.4: Results of the MLRM (Using Ushs 3 Million Loan Amount as Base Outcome) 

Loan amount Coef. Std.  Err. z P> | z| [95%  Conf.   Interval] 

Optimal_Amount (base outcome) 

Lower_Amount  

male -0.0260117 0.0139822 -1.86 0.063 -0.0534164 0.0013930 

rural -0.0328620 0.3500153 -0.09 0.925 -0.7188793 0.6531553 

income -0.1054113 0.1343361 -0.78 0.433 - 0.3687052 0.1578826 

siblings 0.0017686 0.0014431 1.23 0.220 - 0.0010599 0.0045970 

father absent 0.1922719 0.0662936 3.54 0.000 1.0902287 1.3481793 

central region 0.0047212 0.0173984 0.27 0.786 -0.0293789 0.0388214 

region;    Eastern -0.2029212 0.8693059 -0.23 0.815 -1.9067290 1.5008870 
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Westnile -0.0010550 0.0143582 -0.07 0.941 -0.0291966 0.0270865 

Western -0.0079671 0.0127054 -0.63 0.531 -0.0328693 0.0169351 

South Western -0.5378027 0.7996015 -0.67 0.501 -2.0149930 1.0293870 

Northern -0.0261099 0.0682348 -0.38 0.702 -0.1598477 0.1076279 

Full_Amount  

male -0.6731862 0.3312153 -2.03 0.042 -1.3223560 -0.0240161 

rural 0.8166202 0.3909813 2.09 0.037 0.0503110 1.5829290 

income -0.2964675 0.1568354 -1.89 0.059 -0.6038594 0.0109243 

siblings 0.0067752 0.0033931 2.00 0.046 0.0001248 0.0134256 

father absent 0.2874320 0.0571793 1.898 0.000 0.2029408 0.3715635 

central region 1.0050339 0.1431313 2.96 0.000 0.9021918 1.1075720 

region;    Eastern 1.4723350 0.4007151 3.67 0.000 0.6869475 2.2577220 

Westnile 1.7632240 0.2361352 7.47 0.000 1.2967410 2.2297060 

Western 1.9184220 0.3806536 5.04 0.000 1.1723550 2.6644900 

South Western 1.8344580 0.0630432 29.1 0.000 1.7108950 1.9580200 

Northern 1.4636060 0.2829625 5.17 0.000 0.9090099 2.0182030 

4.4 Interpretation of the MLRM Results 

The coefficients for income and the number of siblings of an applicant revealed that a low 

income and having a high number of siblings increased the likelihood that an applicant would 

receive a loan in the lower amounts as opposed to the optimal amount given out. The effects 

were even larger for those that received the full amount of the loan; the above coefficients 

revealed that lower incomes and having a higher number of siblings further increased the 

likelihood that the applicant would receive the full loan amount given out as opposed to the 

optimal amount. The study results reveal that male applicants relative to females were less likely 

to receive the full loan amount awarded when compared with the optimal amount. Loan 

applicants from rural areas were more likely to receive the full loan amount as opposed to the 

optimal amount. The odds of receiving the full loan amount as opposed to the optimal amount 

were greater for loan applicants from regions other than the central. For the Eastern region, the 
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odds were 4.36 times greater (exponential 1.5812442), for the Westnile region, the odds were 

5.83 times greater, for the Western region, the odds were 6.81 times greater, for the South 

Western region, the odds were 6.26 times greater and for the Northern region, the odds were 4.32 

times greater. The odds of receiving a lower loan amount as opposed to the optimum amount 

increased by about 21% (relative risk ratio 1.212) when the father was reported absent, where 

1.212 is (exponential 0.1922719).The odds of receiving a full loan amount as opposed to the 

optimum amount increased even more by about 33% (relative risk ratio 1.333) when the father 

was reported absent, where 1.333 is (exponential 0.2874320). 

4.5 The MLRM Results for the Scholarship Awards 

Table 4.5: Results of the MLRM Estimation for the Scholarship Equation 

Independent Variables coefficient Std.  Err. z P> | z | Odds Ratio 
sex; Male 0.4656697 0.5846286 0.81 0.427 1.5930807 
college; science 0.0721462 0.2018366 0.35 0.724 1.0748125 
residence; Urban -1.2181326 0.8781260 -2.39 0.008 0.2957820 
father’s education (continuous) -0.1853607 0.0897622 -2.06 0.038 0.8308056 
mothers education (continuous) 0.0187200 0.1096978 0.19 0.867 1.0188963 
father absent (continuous) 5.0934310 0.7515626 25.21 0.000 162.94797 
family income (continuous) -4.3301489 4.1900212 -2.95 0.003 0.0131656 
siblings (continuous) 0.0991505 0.1169763 1.94 0.067 1.1042325 
expenditure (continuous) -4.2500331 4.2300024 -1.92 0.001 0.0142637 
region; Eastern -60.299243 448.14431 -0.12 0.894 6.492E-27 

 Westnile 82.470990 278.13433 0.31 0.765 6.557E+35 

 Western 101.17892 308.33931 0.32 0.744 8.738E+43 

 South Western -44.15683 335.10599 -0.14 0.894 6.652E-20 

 Northern 291.04597 285.34256 1.01 0.308 2.50E+126 

Source: study - (Estimation significant at the 95% confidence level) 

The study’s findings reveal that the variables significant at the 95% confidence level 

significantly explained the variations in the award of scholarships. These were residence, family 

income, expenditure, and the report of the absence of a father (p < 0.05).The revelation that 

applying as a rural resident positively influenced the award of scholarships conforms to the 
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study’s hypothesis that the likelihood of scholars with rural origins gaining loans and 

scholarships of a greater value is higher than that of those with urban origins. 

All the regional dummies were found not to be significant implying that regional differences 

were not given greater consideration in the award of scholarships (p > 0.05).Being of urban 

residence and having an increase in the family income and expenditure and in the father’s 

education level decreased the odds of being awarded a scholarship. However the odds of being 

awarded a scholarship increased if the student was male, orphaned and (or) from a rural area. 

The absence of a father was the most significant in influencing the decision whether a student got 

a scholarship. 

4.6 Analysis of the Present Value Model 

Table 4.6: Median Annual Income of Graduates for the Selected Courses 

Course Under Study Median Annual Income (U 

Shs.) 

Annual Income Range  

(U Shs.) 

BSc. Civil Engineering 17,622,831 5,664,943 – 187,865,515 

B. Nursing 6,994,841 2,518,307 – 171,364,292 

BSc. Education 3,126,830 2,385,518 – 59,424,702 

Special Needs Education 4,038,062 2,726,880 – 121,854,588 

B. Medicine & Surgery graduates 14,947,770 4,957,899 – 300,000,000 

Source: study 

The study findings revealed that the lower ranges of the annual incomes for the selected courses 

under study differed significantly in magnitude from the upper ranges due mostly to the 

difference between government and private sector remuneration. 

However, the median annual earnings are much closer to the lower ranges of the annual incomes. 
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Table 4.7: The Rates of Return for the Selected Courses 

Course Under Study Internal Rate of Return (%) Real Rate of Interest  (%) 

BSc. Civil Engineering -0.1502 -15.02 -0.1745 -17.50 

B. Nursing -0.3852 -38.52 -0.4031 -40.32 

BSc. Education -0.3078 -30.78 -0.3280 -32.80 

Special Needs Education -0.7680 -76.80 -0.7748 -77.48 

B. Medicine & Surgery -0.1285 -12.85 -0.1540 -15.40 

All the Above Courses -0.0285 -2.848 -0.0569 -5.687 

Source: study 

Generally, a higher internal rate of return indicates a more “profitable” project, but a negative 

IRR means that the investor lost money (ActEd, 2016). The rates of return as revealed by the 

study were all negative with the effect of inflation resulting into an increase in the loss on 

investment of money i.e. the negativity of the real rate of return increased by generally two 

percentage points. 

The Special needs education programme recorded the worst rate of return probably because very 

few students (only 3) received a loan. Contrary to intuition, an arts programme (BSc. Education) 

recorded a better return than a science discipline (B.Nursing). The results showed that combining 

the programmes all together resulted into a significant drop in the IRR, implying that 

diversification of the number of programmes in the SLS reduces the risk of the HESFB losing 

money when providing loans to tertiary students. 

4.7 Discussion of Results 

The focus of this chapter was one; - to present the results of the social economic status of the 

SLS loan beneficiaries as well as those awarded scholarships, two, to present the results of the 

income data of the graduates for the courses considered in this study and above all, - to 

investigate the nature of return that could be expected by HESFB. The study showed that the 

HESFB could expect to make a loss on the loans given out and that attaining a revolving loans 

fund was unlikely. This is so despite of the fact that the best set of assumptions were taken into 
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account i.e. mortality of the loan beneficiaries was zero, and they all gained employment within 

the grace period set by the HESFB. This observation can be explained in a way that whereas the 

costs of tertiary education in Uganda are well known in advance, the post graduate incomes are 

uncertain and insufficient to cover the running costs of managing the loan scheme. 

Several other reasons could also be advanced to explain why a revolving loans fund is unlikely. 

First, an increasing number of the youth in Uganda are unemployed. The UBOS statistical 

abstract (2015) estimated the working population at 13.9 million with only 56.8% being 

employed. It put the national youth unemployment rate at 19.7%. 

Even in the Ugandan public sector that is the largest employer, the report noticed a declining 

trend in the number of traditional civil service jobs since 2010. 

Secondly, mortality in reality cannot be assumed away, (Nangonzi, 2017). Dead people cannot 

pay back loans and there is no provision for collateral or the guarantor assuming the debt in cases 

of death (MOEs, 2012). 

Further arguments that could explain why a revolving loans fund is unlikely can be seen in these 

perspectives. The first perspective is that this study’s evaluation looked at the anticipated entire 

income as being used to repay the loan and expenses incurred. This is unlikely in practice. As 

observed by Salmi at Yale University between 1971 and 1978, each loan beneficiary was 

supposed to repay 0.4 percent of their income for each 1000 dollars borrowed. However the 

accumulated repayments of the high earning graduates far exceeded in real terms the amount 

borrowed and there seemed to be no end to the repayment period (Salmi, 2003).The other 

perspective is that the regional experience of student loan programmes on the African continent 

is one of continuous government subsidization, that is, if the programme exists. They are unable 

to be self sustaining (Johnstone and Marcucci, 2010). This explanation is also true for much of 

the international experience. SLS(s) are operational in more than 70 nations worldwide but 

benefit from sizeable built in subsidies that make them subject to repayment default (Chapman, 

2005). 

Although males made up much of the successful loan applicants and especially those receiving 

the lower amounts, females on the other hand were less likely to be denied a loan and were given 
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greater preference for loans of a higher amount. This gender disparity is demonstrated by the 

results although no specific objective of the HESFB seeks to do so (MOEs, 2012). 
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CHAPTER FIVE 

SUMMARY OF FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS 

5.1 Summary  

The key social economic characteristic of the successful loan applicants for the  award of a full 

amount as opposed to the optimum amount included being female (p=0.042), having many  

siblings (p=0.046) and resident in rural area rural (p=0.007), and or whose father is absent due to 

death, divorce or negligence (p=0.000). Household income was not a significant predictor. . 

For the award of scholarships, the key social economic characteristics of the successful loan 

applicants included being a resident in rural areas (p=0.008), from a household with low income 

(p=0.003) and whose father have low education level (p=0.001) or whose father is absent due to 

death, divorce or negligence (p=0.000). The factors such as the number of siblings (p=0.067), 

mother’s highest education level (p=0.867), college (p=0.427) and sex i.e. male (p=0.724) of the 

applicant were found not to be significant in determining the award of scholarship. 

The median annual salary for graduates of BSc. Civil Engineering was U Shs.17, 622,831, 

ranging from U Shs. (5,664,943 – 187,865,515). For B. Nursing graduates, the median annual 

salary was U Shs.6, 994,841 ranging from U Shs. (2,518,307 – 171,364,292). The median annual 

salary for BSc. Education graduates was U Shs.3, 126,830 ranging from U Shs. (2,385,518 – 

59,424,702). For Special Needs Education graduates, the median annual salary was U Shs. 

4,038,062 ranging from U Shs. (2,726,880 – 121,854,588). The median annual salary for B. 

Medicine and Surgery graduates was U Shs.14, 947,770 ranging from U Shs. (4,957,899 – 

300,000,000). The courses selected for this study had the following internal rates of returns. BSc. 

Civil Engineering (-15.02%), B. Nursing (-38.52%), BSc. Education (-30.78%), Special Needs 

Education (-76.80%), B.Medicine and Surgery (-12.85%). The internal rate of return for all the 

courses combined significantly dropped to -2.85%. However all the courses failed to register a 

positive internal rate of return. 

5.2 Conclusions 

The factors that affected the award of loans of a full amount as opposed to the optimum amount 

holding other factors constant were sex (male), rural residence, the number of siblings of an 
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applicant, region (both central and other regions).Regional differences were not a major factor in 

the award of scholarships. The study results reveal that the Student loan scheme is unlikely to be 

a revolving fund. 

5.3 Recommendations 

An actuarial evaluation into the Higher Education Student’s Financing Board is recommended. A 

competent firm that offers actuarial services will be in position to offer a wider range of expertise 

for instance employing more measures of investment performance in order to assess the financial 

viability of the student’s loan scheme. The focus on using the internal rate of return for this study 

is only a starting point. Further actuarial analysis will also be able to offer sound fund 

management, recommend appropriate fund immunization techniques, that is to say, advice on the 

assets the Board should hold against its liabilities in order to protect the scheme from small 

changes in interest rates. It will also be able to factor in mortality in the evaluation and advise 

accordingly on the interest rates that the Board can set so that it can achieve a revolving fund. 

A competent statistician needs to be employed by the Higher Student’s Financing Board. This 

appointment is crucial because the success of the student loan programme in achieving its 

objectives depends mainly on data input that is, obtaining information about the incomes of 

graduates of the programmes that are supported. Although this study used cross sectional data, a 

time series analysis is more appropriate in order to track and keep up with changes in the labour 

market. Statistical techniques used to analyse the social economic characteristics of student loan 

borrowers can also reveal biases that the Board might not be aware of and make it easier for an 

actuarial evaluation to be conducted. A statistician preferably hired on a full time basis can 

provide these statistical functions and more. 

The Higher Education Student’s Financing Board also needs to consider an Arts academic 

programme equally as it does for science disciplines when deciding to admit an academic 

programme into the scheme. As revealed by the study, some Arts programmes have indicated 

better return rates than traditional science programmes. 
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APPENDICES 

Appendix I: Sample of the Questionnaire for Collecting Income Data 

Makerere University, 

ISAE. 

Dear Sir/Madam, 

I am carrying out this study to find out the actual income rewards to graduates after they gain 

employment so that I may recommend appropriate interest rates to set for students taking out 

student loans. 

Please answer the following questions as honestly as possible. There is no need to disclose your 

name. All information given will be treated with the highest confidentiality and used only for the 

purpose of this study. 

I thank you in advance for your co-operation. 

Ogoga Samuel. 

Researcher. 

QUESTIONNAIRE NUMBER ……………… 

Section 100: Identification 

Q101: In which district do you work?  …………………………... 

Section 200: Background Characteristics 

Q201: Sex of respondent 1 – Male          2 – Female 

Q202: Age of respondent ……………….. 

Q203: What is your highest level of Higher education 

1. Graduate 
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2. Postgraduate 

3. Masters 

4. PHD 

Q204: What is your qualification attained (i.e. course offered)?              

 ………………………………………………………… 

Section 300: Income status 

Q301: How long did it take before you gained employment that lasts for at least one year or    

more after graduation? 

            …………………………………………………………………. 

Q302: After gaining employment, how long have you been employed in the last 20 years. 

 ………………………………………………………………….               

Q303: What is your best estimate of the amount of monthly salary that you started with when 

you were first employed?        

             ………………………………………………………………… 

Q304: Can you estimate in which of the following groups your monthly personal income falls? 

Was it? 

 Below UShs. 400,000 

 UShs. 400,001 – UShs. 500,000 

 UShs. 500,001 – UShs. 600,000 

 UShs. 600,001 – UShs. 700,000 

 UShs. 700,001 – UShs. 800,000 
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 UShs. 800,001 – UShs. 900,000 

 UShs. 900,001 – UShs. 1,000,000 

 Above UShs. 1,000,000;  

If annual income exceeds Ushs 1,000,000; Please specify UShs………………………………… 

Thank you for your information. 

Appendix II: The Wald Test for Combining Dependent Categorical Variables 

The dependent variable is the loan amount awarded, with categories coded as follows: 

Loan ('000 Shs.) = {1 ; L < 1600  2 ;  1600<L<2800  3 ;   L = 3000  4 ;   L = 3400        

                     5 ; L = 4700  6 ;  L = 5200}                      

Wald test for combining alternatives (N=300) 

Ho: All coefficients except intercepts associated with a given pair of alternatives are 0. (i.e. 

alternatives can be combined) 

 

Categories tested chi2 df p> chi2 

            1-2 

            1-3         

            1-4 

            1-5 

            1-6 

            2-2 

            2-3 

            2-4 

            2-5 

            2-6 

3.994 

11.951 

48.190 

8.441 

20.055 

76.393 

8.892 

60.583 

22.203 

43.864 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

0.262 

0.008 

0.000 

0.038 

0.000 

0.000 

0.031 

0.000 

0.000 

0.000 
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            3-3 

            3-4 

            3-5 

            3-6 

            4-4 

            4-5 

            4-6 

            5-5 

            5-6 

            6-6 

153.130 

3.203 

215.03 

98.857 

191.730 

54.469 

20.53 

80.259 

3.431 

70.485 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

0.000 

0.361 

0.000 

0.000 

0.000 

0.000 

0.001 

0.000 

0.672 

0.000 

 

At the 95% confidence interval limit, we can reject the hypothesis that all the outcomes with the 

exception of {1-2} {3-4} and {5-6} are indistinguishable. That is, they cannot be combined. 

However categories of Ushs (1.6 and 1.6-2.8) million i.e. {1-2}); U Shs. (3 and 3.4) million i.e. 

{3-4} and U Shs. (4.7 and 5.2) million i.e. {5-6} can be combined since we cannot reject that 

they are indistinguishable. 

Appendix III: Testing the Effects of the Independent Variables. 

Likelihood ratio tests for independent variables.  

 (N = 300) 

Ho: All coefficients associated with given variable(s) are 0. 

Optimal_Amount chi2 df p> chi2 

college 

family expenditure 

fathers education 

mothers education 

sex 

2.323 

8.095 

8.561 

8.149 

84.968 

3 

3 

3 

3 

3 

0.508 

0.088 

0.073 

0.086 

0.000 
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residence 

income 

siblings 

father absent 

scholarship 

eastern 

central 

westnile 

northern 

western 

south 

11.152 

8.412 

58.853 

106.199 

7.995 

8.561 

156.937 

3.376 

4.095 

7.342 

7.231 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

0.011 

0.038 

0.000 

0.000 

0.092 

0.073 

0.000 

0.337 

0.251 

0.835 

0.065 

 

The hypothesis that  all of the coefficients associated with sex, residence, income, siblings, father 

absent, scholarship and central region are simultaneously equal to 0 can be rejected at the 0.05 

level. 

That is, the effect of the above independent variables on the optimal amount disbursed is 

significant at the 0.05 level 

Appendix IV: Hidden Subsidies and Government Losses on Selected Student Loan Programmes. 

Country  

Nomin

al 

interes

t 

rate 

(%) 

Real 

intere

st 

rate 

(%) 

Maximu

m 

repaym

ent 

period 

(years) 

Hidd

en 

grant

s 

(% of 

loan) 

Govern

ment 

loss with 

default 

(%) 

Govern

ment 

loss 

with 

default 

and 

admin 

costs  

Average 

loan 

recovery 

ratio (% 

of loan) 

Year  
Estimat

es 

Mortgage 
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Colombia 

I  
11.0 -10.6 8 73 76 87 13 1978 

Admin 

2% 
Colombia 

II  
24.0 3.0 5 29 38 47 53 1985 

Admin 

2% 

Sweden I  4.3 -3.0 20 61 62 70 30 1988 
Admin 

1% 

Indonesia  6.0 -2.3 10 57 61 71 29 1985 
Default 

10%    

USA  8.0 3.8 10 29 41 53 47 1986 
Admin 

2% 
Hong 

Kong  
0.0 -6.3 5 43 43 47 53 1985 

Admin 

2% 

UK  6.0 0.0 7 26 30 41 59 1989 
Default 

5%      

Denmark  8.0 1.6 10 52 56 62 38 1986 
Admin 

1% 

Finland  6.5 -0.6 10 45 46 52 48 1986 
Default 

2%      

Barbados  8.0 4.1 12 13 18 33 67 1988 
Default 

20       

Kenya  2.0 -6.9 10 70 94 103 d 1989 
Admin 

2% 

Quebec  10.0 5.2 10 31 31 37 63 1989 
Admin 

1% 

Chile  
Varie

s 
1.0 10 48 69 82 18 1989 

Admin 

2% 

Japan  0.0 -1.4 20 50 51 60 40 1987 
Admin 

1% 
Venezuel

a  
4.0 -23 20 93 98 108 d 1991 

Admin 

3% 

Honduras  12.0 3 8 51 53 73 27 1991 
Admin 

5% 

Brazil I  15.0 -35.0 5 91 94 98 2 1983 
Default 

0%      
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Brazil II  
318.

0 
-14.9 8 62 65 71 29 1989 

Default 

0%      

Jamaica I  6.0 -10.7 9 74 84 92 8 1987 
Admin 

2% 
Jamaica 

II  
12.0 -5.6 9 56 62 70 30 1988 

Default 

20%    

Income contingent 

Australi

a  
Varies 0.0 17 48 52 57 43 1990 

Evasio

n 3%    
Sweden 

II  
Varies 1.0 10 28 30 33 67 1990 

Evasio

n 3%    
 

Notes: 

 

1. Countries with II and I refer to situations where the loan program underwent reform. 

2. Nominal interest rate refers only to the rate during repayment period. 

3. Real interest rates use Purchasing Power Parity formula, where inflation is based on the average 

of the 1980-88 periods as reported in the World Bank Development Reports.    

4. The repayment length is the maximum prescribed in the loan, except in the two-income 

contingent loans where it is the repayment length that is implied be the average income profile of 

the graduate.             

5. The hidden grant percentage is calculated as a discounted cash flow of the student account and 

excludes default and administrative costs. 

6. The loss with default and administrative costs subtracts an annual administrative cost relate to 

outstanding debt each year. 

7. The government loss due to default subtracts the percent of default from each year of the 

repayment stream; d denotes no net generation of revenue.  

8. Year is date from which loan information was collected and from which inflation calculations 

were made. 

 

Source: Albrecht and Ziderman (1995) 
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Appendix V: IRR Evaluation for the Courses under Study. 

IRR EVALUATION FOR BSC EDUCATION GRADUATES 

  EVALUATED IRR -0.3078012       
Y Cout   vt Coutv

t   Cinvt 
1 3,173,488,332 0 1.4446717 4584648924     
2 3,787,684,906 0 2.0870764 7905187963     
3 4,558,798,825. 0 3.0151403 1374541839     
4 0 0 4.3558881       
5 0 728,551,3 6.2928284     4584648925 
6 0 728,551,3 9.0910714     6623312759 
7 0 728,551,3 13.133614     9568512797 
  Inflation Rate 0.0301   4584648924   4584648925 
  Real Interest -0.328027   Coutv

t- Cinvt 0.602   
 

IRR EVALUATION FOR SPECIAL NEEDS EDUCATION GRADUATES 
  EVALUATED IRR -.7680147       
Y Cout Cin vt Coutv

t   Cinvt 
1 3,018,928,332   4.3106184 13013448115     
2 3,633,124,906   18.581431 67508660746     
3 4,372,772,805.778   80.097460 3.50248E+11     
4     345.26958       
5   12,114,1 1488.3254     18029851341 
6   12,114,1 6415.6031     77719809530 
7   12,114,1 27655.217     3.3502E+11 
  Inflation Rate 0.0301   4.3077E+11   4.3077E+11 
  Real Interest Rate -.77479   Coutv

t- Cinvt -0.001   
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IRR EVALUATION FOR BSC MEDICINE AND SCIENCE GRADUATES 

  EVALUATED IRR -0.1285027       
Y Cout Cin vt Coutv

t   Cinvt 
1 3,318,912,332 0 1.14745047 3,808,287,521   0 
2 3,933,108,906 0 1.31664258 5,178,498,678   0 
3 4,733,828,896.96 0 1.51078215 7,151,784,225   0 
4 5,697,563,063.05 0 1.73354769 9,876,997,328   0 
5 6,857,498,562.79 0 1.98916012 13,640,662,68   0 
6 0 0 2.28246272     0 
7 0 2,257,113,270 2.61901292     5,911,408,831.
8 0 2,257,113,270 3.00518761     6,783,048,853.
9 0 2,257,113,270 3.44830395     7,783,212,606.
10 0 2,257,113,270 3.95675799     8,930,850,978.
11 0 2,257,113,270 4.54018382     10,247,709,168
  Inflation Rate 0.0301   39,656,230,43   39,656,230,438
  Real Interest Rate -0.153968245 Coutv

t- Cinvt -.01   

IRR EVALUATION FOR BSC CIVIL ENGINEERING GRADUATES 

  EVALUATED IRR -.150164037       
Yrs Cout Cin vt Coutv

t   Cinvt 
1 3143962332.00 0 1.17669767 3699493161.77   0 
2 3758158906.00 0 1.38461741 5203612269.28   0 
3 4523261789.54 0 1.62927609 7369642286.49   0 
4 5444127757.37 0 1.91716538 10437293291.7   0 
5 0 0 2.25592404 0.00   0 
6 0 1,938,511,4 2.65454058 0.00   5,145,857,203
7 0 1,938,511,4 3.12359172 0.00   6,055,118,199
8 0 1,938,511,4 3.67552311 0.00   7,125,043,498
9 0 1,938,511,4 4.3249795 0.00   8,384,022,108
  Inflation Rate 0.0301   26,710,041,009   26,710,041,00
  Real Interest -.17499663 Coutv

t- Cinvt   0.00   
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IRR EVALUATION FOR BSC NURSING GRADUATES 

   EVALUATED IRR -0.3852312847       
Yrs Cout Cin vt Coutv

t   Cinvt 
1 3109712332. 0 1.626627991 5058345121.77   0 
2 3723908906. 0 2.64591862 9853159912.17   0 
3 4482039020. 0 4.303925287 19290361079.7   0 
4 5394512671. 0 7.000885342 37766364689.5   0 
5 0 0 11.38783606 0.00   0 

6 0 405,700,77 18.52377288 0.00   7,515,109,068.
7 0 405,700,77 30.13128746 0.00   12,224,286,76
8 0 405,700,77 49.01239557 0.00   19,884,367,01
9 0 405,700,77 79.72493451 0.00   32,344,467,95
  Inflation 0.0301   71,968,230,803   71,968,230,80
  Real Interest -.40319511 Coutv

t- Cinvt   0.00   
IRR EVALUATION FOR  GRADUATES OF ALL THE COURSES UNDER STUDY 

  EVALUATED IRR -.028477       
Y Cout Cin vt Coutv

t   Cinvt 
1 3,697,354,332 0 1.029311 3,805,731,091.8   0 
2 4,311,550,906 0 1.059483 4,568,015,505.1   0 
3 5,189,315,820.48 0 1.090538 5,659,149,661.3   0 
4 6,054,901,189.67 0 1.122504 6,796,654,016.2   0 
5 7,022,977,140.26 740,665,57 1.155407 8,114,399,446.8   855770454.6 
6 0 3,084,877,7 1.189274     3668766855 
7 0 5,341,991,0 1.224134     6,539,316,146.8
8 0 4,601,325,4 1.260016     5,797,745,633.8
9 0 4,601,325,4 1.296949     5,967,689,012.1
10 0 2,257,113,2 1.334966     3,013,169,829.3
11 0 2,257,113,2 1.374096     3,101,491,789.7
  Inflation Rate 0.0301   28,943,949,721.   28,943,949,721.
  Real Interest Rate -0.0568656 Coutv

t- Cinvt 0.00   
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Appendix VI: Sample of the HESFB Loan Application Form. 
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