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The article examines the essence and specific features of educational lending as a tool for the financial support of the competitiveness of municipal
education under conditions of decentralization and transformation of the public administration system. The relevance of implementing
educational lending mechanisms in the context of limited budgetary resources of territorial communities, the need to improve the quality of
educational services, and the need to ensure equal access to education are substantiated. It is determined that educational lending contributes to
the formation of an effective educational services market, intensifies competition among educational institutions, and promotes the development
of human capital. The main advantages and risks of state and private educational lending, the peculiarities of granting educational loans, and
the conditions for their effective functioning are analyzed. It is established that important components of the educational lending system include
state guarantees, preferential lending conditions, long-term repayment periods, low interest rates, and grace periods. It has been shown that
educational lending can be an effective mechanism for increasing access to education for students from low-income families and an important
factor in ensuring social justice. Special attention is paid to the interaction among educational institutions, credit organizations, local self-
government bodies, and employers in implementing educational lending programs. The expediency of employer participation in financing
educational loans and in employing graduates to reduce the risk of loan default and ensure the staffing needs of territorial communities is
substantiated. The prospects for improving the educational lending system as a component of the development of municipal education and
enhancing its competitiveness are identified.
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Y cmammi docaidxiceno cymuicmb ma ocobausocmi 0c8iMHb020 Kpedumyg8aHHs SIK I[HCmpymeHmy @HiHAHCO8020 3abe3neveHHsi
KOHKYPEeHMOoCnpoMojicHocmi MyHiyunaavHoi oceimu 6 ymoeax deyenmpasizayii ma mpaHcgopmayii cucmemu ny6aivHO20 yNpasaiHHs.
06rpyHmMo68aHo akmyaabHicmes 8nNpo8adsiceHHs MeXAHI3MI8 0C8IMHLO20 KpedumyeaHHs 8 KOHmMeKcmi obmedxceHocmi 6100xcemHux pecypcie
mepumopiaabHux 2pomad, HeobxioHocmi nideuujeHHs: sitkocmi OceimHix nocaye i 3a6e3neyeHHsl pigHO20 docmyny Hace/eHHs do ocgimu.
BusHaveHo, wjo oceimHe kpedumyeaHHsl cnpusie popmy8aHH0 edheKmusHo20 pUHKY 0C8IMHIX NOCAY2, NOCUNEHHI0 KOHKYpeHYIl Midc 3akiadamu
ocgimu ma po3gumky a100cbkozo kanimasay. IIpoaHani3o8aHo OCHOBHI nepesazu ma pusuku 0epicasHo20 I npu8aAMHO20 0C8IMHBLO20
KpedumyeaHHs1, 0co6.1u80cmi HAOaHHS 0C8IMHIX Kpedumis, a makoic ymosu ix epekmugHozo yHkyioHysaHHs. BcmaHoeseHo, wo saxcaugumu
cK1a008UMU cUCmeMU 0C8IMHL020 KpedumyeaHHsl € 0epicagHi eapaHmii, ninb2osi ymoeu kpedumysaHHs, mpueaauti mepmiH no2auieHHs
Kpedumy, HU3bKi 8idcomkoei cmasku ma HasieHicmb niabaosozo nepiody. JlosedeHo, wjo oceimHe KpedumysaHHs Modxce cmamu epeKmusHUM
MexaHizmMom nidsuweHHs docmynHocmi oceimu 045 3006ysavie i3 Mmaso3abesnevyeHux cimell I 8aNCAUSUM HUHHUKOM COYIANbHOI
cnpasedausocmi. Ocobaugy ysazy npudineHo e3aemodii 3akaadie oceimu, kpedumHux ycmaHos, op2aHie Micyego2o camospsidysaHHsi ma
pobomodasyie y npoyeci peaaizayii npoepam oceimnvbo20 kpedumyeanHs. 06rpyHmogaHo doyinbHicms yuacmi pobomodasyie y piHaHCyS8aHH I
ocgimHix kpedumis ma npayesnawmyeaHHi 8UNYCKHUKI8 3 Memol 3HUNMCEeHHsl PU3UKi@ HenogepHeHHsl KpedumHux Kowmie i 3a6e3ne4eHHs:
Kadposux nompe6 mepumopianeHux 2pomad. BusnayeHo nepcnekmueu y0OCKOHA/NEHH cUCMEMU 0C8IMHb020 KpedumyeaHHs K CKAadosoi
po38UMKy MyHiyunaasHoi oceimu ma nidsuujeHHs ii KOHKYpeHmMocnpoMoj#cHOCMI.

Knawu4osi caoea: ocsimHe kpedumyeawHsi; MyHiyunaavHa oceima; ¢iHaHcoge 3abe3neyeHHs; KOHKYPEHMOCNPOMOXCHICMb oceimu;
mepumopianbHa 2pomaca.

Statement of the problem

In the modern context of the transformation of the public administration system and the implementation of
decentralization reform in Ukraine, the issue of ensuring the competitiveness of municipal education is becoming increasingly
relevant. Improving the quality of educational services, ensuring equal access to education, and forming an effective system of
financial support for educational institutions are important prerequisites for the sustainable development of territorial
communities. In this regard, there is a need to identify and implement innovative financing mechanisms for the education
sector, with educational lending holding a prominent place.

Under current socio-economic conditions, educational lending is considered a promising financial instrument for
ensuring access to education, developing human capital, and enhancing the competitiveness of the education system. Its
functioning helps expand students' access to high-quality educational services regardless of their financial status, while also
creating conditions for modernizing municipal educational policy. In the context of territorial community development,
educational lending can be an important factor in socio-economic growth, the professional development of young people, and
the development of society's intellectual potential.

This issue becomes particularly significant under conditions of limited budgetary resources of local self-government
bodies and the need to diversify sources of educational funding. Traditional financial support mechanisms for the educational
sector require improvement to address modern challenges related to the digitalization of the educational environment,
increasing competition among educational institutions, and the need to integrate into the European educational space. Under
such conditions, educational lending serves as an effective instrument for supporting the development of municipal education
and ensuring its competitive advantages.

The purpose of the research
The purpose of the study is to substantiate the essence and specific features of educational lending as a tool for the

financial support of the competitiveness of municipal education, as well as . )
to determine its role in increasing the accessibility of educational services, ghlts }E a: gper(lec;tﬁsstamclef
developing human capital, and improving mechanisms for financing the BY 1stributed under the terms o

educational sector under conditions of decentralization. the Creative Commons CC-BY 4.0
© Kulchytska Nadiia Yevstahivna, 2026

ISSN 2415-8453. Ukrainian Journal of Applied Economics and Technology. 2026. Volume 11. Ne 2.
139


https://doi.org/10.36887/2524-0455-2019-2-1

Presentation of the main research material

The introduction of an educational lending system, in addition to shifting a significant part of educational
expenditures from the state to individuals, pursued another important goal — the creation of an effective market for
educational services. In the event of the widespread implementation of educational lending, the choice of educational
institutions will be made directly by consumers of educational services (applicants) according to the criterion of educational
quality rather than cost. This will lead to increased competition among educational institutions, as the amount of their financial
resources will depend on the applicants’ choice. Consequently, this will also change the status of educational institutions,
transforming them into market-oriented entities capable of pursuing independent policies for attracting financial resources.

An educational loan is defined as funds provided to a borrower by the state or an authorized bank under the terms
stipulated in an educational loan agreement for the payment of educational services and/or related expenses of a pupil or
student (borrower) during the period of study at an educational institution. Educational lending, as a mechanism of extra-
budgetary financing of education, is based on the idea that individuals who obtain education but fail to secure state-funded
places through competitive selection should cover the costs of the educational services provided to them. Educational loans
enable students and applicants to invest in their own education and, consequently, in their future [4, p. 70].

An important consideration in introducing an educational loan system is ensuring equal access to education
regardless of families' financial well-being. The educational lending system makes it possible to spread the costs of education
over a long period, with more frequent (monthly rather than semester-based) but smaller payments. As a result, educational
loans are expected to become an effective means of increasing access to education.

Both public and private educational loans can help you obtain an education by spreading educational expenses over
time. In addition, educational loans may positively impact the quality of education by providing motivational incentives for
students. Participation in contractual relations fosters a sense of responsibility among student borrowers. This serves as a
significant motivation for achieving high academic performance and professional development. [6, p. 43].

The absence of a differentiated approach to determining the amount of educational loans may place talented children
from low-income families at a disadvantage compared to children from wealthier families and, ultimately, may prevent the
former from accessing the education system.

The practical implementation of such an approach by lending institutions toward different categories of potential
borrowers depends both on the individual interests of a particular bank and on the centralized state policy aimed at supporting
gifted children from low-income families.

It should be noted that low-income families are often reluctant to apply for loans due to their risk aversion and a lack
of comprehensive, accessible information and relevant experience. To address these issues, it is necessary to develop a clearer
framework for providing financial assistance to all individuals who are willing and able to pursue an education, grounded in an
appropriate legislative foundation. This, in turn, would encourage students to improve their academic performance and
significantly increase the number willing to apply for educational loans.

Another important factor is the field of study in which the borrower will be educated and subsequently employed, as
this directly affects the loan's repayment period.

There is no guarantee that a graduate, after completing their studies, will obtain employment with an adequate salary
level. Therefore, the mechanism of educational lending should become effective and accessible through compliance with the
following requirements:

- availability of state guarantees for creditors;

- absence of collateral and guarantor requirements;

- deferment of repayment of the principal amount and interest for the entire period of study;

- extended repayment terms;

- low interest rates;

- students should not be required to pay actual interest during their studies [5, p. 20].

It should be noted that in most European Union countries, educational loans are provided as mortgage-type loans.
Loan repayment is not linked to the borrower’s income; however, a repayment deferral period of 1 to 5 years after graduation
is usually granted. The costs associated with loan repayment vary significantly depending on the primary purpose of the loan
schemes (social or budgetary).

The consumer of educational services is a student, that is, a person who is generally not actively employed and does
not have sufficient income to repay the loan. For a student to participate in loan repayment or, ideally, repay it independently
without parental assistance, it is advisable to introduce special lending conditions. The aforementioned factors lead to two
specific characteristics of the educational loan system: a long repayment period (up to 15 years) and a grace period.

The long repayment period refers to the time after which the human capital accumulated during the educational
process begins to generate a stable and sufficiently high income. This period may last for several years, during which the
graduate accumulates enough income to begin employment and repay the loan.

The grace period, equal to the duration of study at a higher education institution, is a distinctive feature of student
lending and is considered a factor that increases the attractiveness of educational loans. The introduction of such a mechanism
is based on the idea that students are unable to fully participate in loan repayment while in school. The existence of a grace
period, during which the borrower is exempt from repaying the principal and pays only the loan interest, allows expenses to
be redistributed so that the main financial burden falls on the period after graduation from the educational institution [2, p.76].

A distinctive feature of educational lending is the nature of the benefits acquired through the funds provided to the
borrower. The knowledge, abilities, and skills obtained during the educational process are inseparable from the consumer of
educational services and, therefore, cannot be transferred to the creditor as a means of loan repayment. As a result, commercial
banks, deprived of one mechanism for compensating potential losses, seek to insure against rising risks by tightening lending
conditions and raising interest rates on educational loans.

Two important characteristics of educational lending are the universal accessibility of educational loans and the
state's participation in these programs. Universal accessibility implies that the relevant loan products should be available to all
students who meet certain requirements. However, restrictions may apply to specific forms of study (for example, loans
granted only to full-time students), types of educational institutions (for example, only public educational institutions), or fields
of study (for example, financing programs that are not in high demand among applicants).

When it comes to educational lending, these loans first make education more accessible to prospective students.
Students and applicants from low-income families are allowed to obtain education on preferential terms. Secondly, state
educational loan programs contribute to improving the efficiency of education, since access to education is provided not only
to those who can pay tuition fees independently. Improving the quality of education, in turn, leads to greater economic
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efficiency and enhanced national competitiveness. Commercial banks provide private educational lending; therefore, the terms
for such loans are often unfavorable to borrowers. In the absence of solvent guarantors, the risk of loan default is significant,
which may lead to excessively high interest rates without state intervention, either through government guarantees or interest
rate subsidies. The risk of non-repayment of educational loans is particularly high due to the absence of collateral that could
be seized in case of default. Investments in education take the form of acquired knowledge and developed behavioral
competencies, which, unlike collateral in mortgage lending, cannot be appropriated by another party in the event of non-
fulfillment of obligations [3, p. 40].

To significantly expand access to education, loan amounts must be sufficient to cover at least the minimum expenses
associated with studying at an educational institution, minus the expected contribution from parents and any amount the
student earns or accumulates during the academic year or between years of study. The interest rate includes a risk component,
an adjustment for the expected inflation rate, and administrative expenses related to loan servicing. In determining the interest
rate, it is necessary to decide which portion of the payments should be subsidized by the state and whether the rate should
depend on the loan amount.

In educational lending, the risk is usually borne by the creditor, who seeks to reduce it by requiring a guarantor or
collateral that may be seized in the event of a loan default. However, the risk of default on universally accessible educational
loans is extremely high due to the absence of guarantors and property collateral. For this reason, the market interest rate would
clearly be excessively high. Therefore, most educational lending programs transfer the majority or all of the risks to the state.

Educational lending with state support is one possible approach to developing educational lending as a tool to
improve financial support and reduce financial pressure on local budgets in the context of an economic crisis. Educational loans
may be granted to students studying at state-owned educational institutions[4, p. 69].

The maximum interest rate that may be charged by any bank providing educational lending services is established by
law. State support measures apply to educational loans intended to cover tuition fees in an amount determined by the
government, as well as to living expenses in an amount equal to the subsistence minimum established for the working-age
population in the locality where the educational institution is located.

If a student requires an educational loan in a larger amount, they may obtain it under general commercial lending
conditions. State support measures do not cover such loans.

As the volume of educational lending increases, it becomes possible to assess the significance of particular fields of
study (specializations) in the labor market, the average salary level of graduates, the sufficiency of income for loan repayment,
and the percentage of non-repaid loans in specific fields of study. These indicators may serve as measures of the quality of
educational services [1, p. 15].

Let us consider the interaction among private-sector actors, an educational institution, a lending institution, and a
student borrower. First and foremost, employer enterprises are an important component of the development of municipal
education. They may act as guarantors for educational loans and reimburse part of the interest payments for specific student
borrowers, followed by their employment within the community. This would encourage young people to remain in or return
to the community, contribute to its development, and, in turn, reduce risks for the lending institution.

For an employer, a graduate’s knowledge, abilities, and skills must meet the employer's requirements. This
necessitates the inclusion of a potential employer in the educational program.

During industrial and pre-graduation internships, students adapt to the workplace and begin to develop an
understanding of the organization’s corporate culture. After graduation, the student borrower will be obliged to work at the
enterprise for a certain period; their interest and benefit in this arrangement lies in guaranteed employment upon completion of

studies.
A?\
A n Credit Borrower
institution '_E_'
quality training for graduates that aligns with
employers' actual requirements; and lending 5

institutions (banks) seek to reduce the risk of loan non-

repayment. All of these objectives can be achieved by [ EmpYOYel‘ ]
incorporating employers into the educational lending
scheme. Based on the above, an organizational
mechanism to align stakeholders' interests in
educational service lending can be proposed (Fig. 1).

With well-established interaction and adequate information support, the proposed mechanism considers the
interests and benefits of each stakeholder. These interests are aligned only through mutual interaction within the framework
of the presented mechanism, as follows.

1.Credit institution (bank) - educational institution: alignment of interests at the stage of selecting applicants
(potential borrowers) with a high level of academic preparedness.

2.Borrower (pupil/student/parents) - credit institution (bank): the student’s interest is employment and a high level
of earnings, while the lender’s interest is loan repayment (interests are aligned).

3.Educational institution - borrower: the institution’s interest is a high level of graduate training that is relevant in
the labor market; the student’s interest is employment after graduation to repay the loan (interests are aligned).

4.Borrower - employer: the student’s interest is guaranteed employment after graduation; the employer’s interest is
the training of personnel directly for its production needs in accordance with employer requirements (interests are aligned).

5.Credit institution (bank) - employer: the lender’s interest is reducing the risk of loan non-repayment; the
employer’s interest is the training of personnel directly for its production needs in line with employer requirements through
participation in educational lending (interests are aligned).

6.Educational institution - employer: the institution’s interest is improving the quality of graduate training and
ensuring graduate employment; the employer’s interest is the training of personnel directly for its production needs in
accordance with employer requirements through participation in educational lending (interests are aligned).

When developing and implementing any model of educational service lending, it is necessary to determine what share
of loan repayment costs will be borne by parents (internal sponsors) and by the graduate, the direct borrower who obtained
an education in a particular field of study using these financial resources.

In addition, potential employers (external sponsors) may participate in repaying a certain portion of the loan. The
extent of their participation should depend on the student’s intellectual abilities, level of training, and the extent to which their

Students require employment and a
sufficiently high salary after graduation to repay the
loan; educational institutions need to ensure high-

Fig. 1. Organizational mechanism for aligning the interests of
the stakeholders in educational lending*. Compiled by the
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competencies meet the employer’s requirements - factors that, in turn, depend on the student’s individual efforts and
achievements during the learning process. This employer contribution can be adjusted depending on the student’s academic
performance and accomplishments throughout their studies.

Support for educational lending by local self-government bodies may be provided through partial reimbursement of
the loan amount from community budget funds or from employers who hire graduates after they complete their studies.

Local self-government bodies may guarantee full or partial reimbursement of a bank loan as a subsidy, provided that
the student studies at a municipal educational institution and the young specialist subsequently works in organizations within
the relevant community and in enterprises that are strategically important for its development. When employment is in the
private sector, the employer may select students as early as their senior year. Under an agreement with the student and the
bank, the employer assumes responsibility for part of the educational expenses incurred under the loan agreement [7, p. 140].

In summary, the effectiveness of educational lending at the community level increases when there is a partnership-
based interaction among the educational institution, the bank, the learner, the employer, and local self-government bodies.
Employers may partially repay the loan (or interest) based on the student’s academic performance and competencies, in return
receiving well-trained staff and helping ensure the graduate’s employment. Local self-government bodies, in turn, can support
educational lending through partial reimbursement from the community budget or as a subsidy, provided that the student
studies at a municipal institution and subsequently works at community institutions or enterprises. This reduces risks for
banks and contributes to territorial development.

Conclusions and prospects for further research

As aresult of the research conducted, it has been established that educational lending is an important instrument for
ensuring the financial competitiveness of municipal education amid decentralization and the transformation of the public
administration system. Its implementation contributes not only to expanding public access to high-quality educational services
but also to the formation of an effective education market in which educational institutions are required to improve the quality
of specialist training in accordance with labor market demands and the requirements of modern society.

It has been proven that the educational lending system creates opportunities for redistributing the financial burden
among the state, learners, local self-government bodies, and employers. At the same time, the effectiveness of the educational
lending mechanism largely depends on the level of state support, the availability of preferential lending conditions, state
guarantees, and employer participation in the professional training of future specialists.

It has been determined that important conditions for the effective functioning of the educational lending system
include low interest rates, long loan repayment periods, a grace period, the absence of strict collateral and guarantor
requirements, and partial reimbursement of loan funds from state or local budgets. Particular importance is attached to the
interaction among educational institutions, credit institutions, local self-government bodies, and employers, which enables
coordination of the interests of all participants in the process and reduces the risk of loan default.

It has been substantiated that support for educational lending at the territorial community level can be an effective
mechanism for developing municipal education, ensuring communities' staffing potential, and stimulating youth employment
in strategically important sectors. Employer participation in financing educational loans will help enhance the practical
orientation of student training and students' adaptation to the needs of the modern labor market.
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