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Abstract

To find practical ways to reduce long-term debt and improve financial stability, this study examines financial
planning techniques used by students and recent graduates who are managing student loans. This study gathers
information on loan amounts, repayment schedules, money management techniques, and the perceived influence of
student loans on future financial objectives through a mixed-methods survey that is dispersed throughout different
educational levels and institution types. While qualitative responses reveal a variety of debt management
techniques, quantitative analysis offers information into typical loan amounts and repayment expectations. In order
to lessen the burden of student loans, the results highlight the necessity of individualized financial counselling,
easily available debt management tools, and policy assistance. This study provides useful advice for students who
want to prevent debt accumulation and actively manage loan repayment, fostering long-term financial resilience.
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Introduction

Due to the rising expenses of higher education, many students now depend on loans to pay for their education,
leaving graduates with large amounts of long-term debt. Their future is frequently impacted by this financial strain,
which influences important life decisions like home ownership, parenthood, and retirement savings. In light of
these difficulties, it is now crucial for students to use proactive financial planning techniques in order to
control and eventually lower their debt. With an emphasis on long-term debt reduction, this study examines several
student-specific financial planning strategies. The research attempts to offer practical insights for present and
prospective students by looking at both conventional and cutting-edge approaches, such as income-driven
repayment programs, budgeting measures, and side income projects.
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Characteristics Of a Sound Financial Planning Strategies For Reducing Long-Term Debt

Setting clear financial objectives is essential for effective debt management. Begin by establishing attainable goals,
such as repaying a specific debt within a set timeframe. Aligning these goals with personal life objectives and
broader financial priorities enhances motivation and focus. Next, create a comprehensive budget that incorporates
income, fixed expenses, and variable spending. An effective budget prioritizes debt repayment while covering
essential living costs, and it highlights areas where discretionary spending can be reduced to free up additional
funds for debt payments.

In tackling debt, prioritize which debts to pay off first. Typically, high-interest debts, like credit card balances, should
be addressed before lower-interest obligations, such as some student loans. Utilizing strategies like the avalanche
or snowball methods can help structure repayments based on personal preference. Maintaining an emergency fund is
equally important, as it serves as a buffer against unexpected expenses, preventing new debt accumulation and
helping ensure consistent progress in debt reduction.

Improving financial literacy also plays a vital role. Gaining knowledge in areas like investing, tax implications,
interest rates, and debt management empowers one to make informed decisions that support long-term financial
stability. Finally, integrating debt repayment within a broader financial plan is crucial. Ensure that efforts to reduce
debt align with larger goals, such as retirement savings and asset-building. Although reducing debt is vital, it
shouldn’t come at the expense of future planning.

Key Findings

The survey revealed a wide range of student loan debt among respondents, with many falling into the INR
1,00,000-3,00,000, INR 3,00,000-5,00,000, and INR 5,00,000-10,00,000 ranges.

Postgraduate students were found to have significantly higher loan amounts, with some even exceeding INR
10,00,000. This suggests that pursuing higher education, especially at the postgraduate level, comes with
substantial financial costs.

Most respondents were postgraduate students, indicating a strong correlation between higher education levels and
reliance on student loans. Undergraduate and other respondents also reported significant loan debt, highlighting the
increasing need for financial assistance at all levels of education.

Most students anticipate repaying their loans within a 5-10year timeframe. This expectation is likely influenced by
factors such as expected income levels, job security, and personal financial goals. A smaller proportion of
respondents expect a longer repayment period, which may indicate potential difficulties in meeting repayment
obligations promptly.

The survey data suggests a mixed level of financial planning and confidence among students. While many
respondents expressed ""somewhat confident™ or "very confident" in their ability to repay their loans, a significant
number lacked a formal financial plan. This finding highlights the need for improved financial literacy and
education among students to empower them to make informed decisions and develop effective repayment
strategies.

The survey includes responses to a hypothetical question: "If you could go back, would you choose the same
approach to financing your education?" The responses, distributed among "Yes," "No," and "Not sure," reveal
mixed sentiments. This suggests that while some students are content with their financial choices, others may regret
their approach, potentially due to the weight of debt or evolving career goals.

© 2024, IJSREM | www.ijsrem.com DOI: 10.55041/IJSREM39183 | Page 2



http://www.ijsrem.com/

&&l ‘3 5&%

i# IJSREM
*’“”’“éﬁ International Journal of Scientific Research in Engineering and Management (IJJSREM)
Roc zad~ Volume: 08 Issue: 11 | Nov - 2024 SJIF Rating: 8.448 ISSN: 2582-3930

Literature Review

Educational loans (ELSs) are extensively offered by various financial institutions, including banks, non-banking
financial companies, and even educational institutions (Rani, 2016). The factors influencing educational loan
repayment (ELR) include interest rates, loan type (mortgage-based or income-contingent), loan amount, repayment
term, and the borrower's financial conditions (Ganapathy et al., 2019). Studies have shown that the borrower's
attitude also plays a role in ELR, affecting their likelihood to repay on time (Bhandary et al., 2023; Ismail et al.,
2011).

A range of obstacles impacts borrowers' ability to repay educational loans. Major challenges identified include
high interest rates (Miller et al., 2019), limited repayment capacity (Ganapathy et al., 2019), low awareness
levels (Ganapathy et al., 2019), insufficient job opportunities (Dutta & Dey, 2019), and ineffective loan
management systems (Rani, 2016).

Borrowers facing financial constraints may struggle to manage their finances, particularly when high interest rates
exacerbate their repayment burden (Chaudhary & Kaur, 2018). Additionally, a lack of job opportunities can hinder
consistent income, further complicating repayment efforts (Dutta & Dey, 2019).

Educational loan programs differ internationally, varying in organizational structures, objectives, funding sources,
loan application processes, student coverage, and collection methods (Ziderman, 2004). Government-subsidized
educational loan schemes are available in about 70 countries, reflecting a global effort to support students in
accessing higher education (Shen & Ziderman, 2009). Factors contributing to non-repayment include borrowers’
backgrounds, loan amounts, unstable employment and wages, repayment format, academic performance, and
parental income and education (Lochner et al., 2013). Financial instability remains the most significant barrier to
timely loan repayment, highlighting the need for re- evaluation of scholarships, grants, fees, and educational loans
to better align with the rising costs of higher education (Rani, 2016).

This research holds implications for bank marketing strategies aimed at loan recovery. According to Kumar et al.
(2022b), gaps exist in understanding consumer behavior towards financial institutions, and COVID-19 has further
affected personal finance management.

Financial fragility has been shown to negatively impact financial well-being, particularly among young adults who
bear the burden of loan repayment (Baker et al., 2023). Tavares et al.(2023) found that individuals often perceive
their financial literacy to be higher than it is, indicating a gap in actual knowledge versus perception. Financial
literacy and its influence on well-being are underexplored in current research, with few studies focusing on
interventions to enhance financial literacy among young adults (She et al., 2023).

This systematic review synthesizes research on global educational loan programs, focusing on current ELR trends,
borrower challenges, and strategies to mitigate repayment difficulties. The findings contribute to understanding
financial well-being and literacy among young adults and propose methods to safeguard financial stability in the
context of loan management. Johnstone, along with Arora and Experton, examines global challenges in student loan
programs, emphasizing that developing countries face substantial obstacles in making these systems viable and
efficient. For instance, countries like Columbia and the Dominican Republic show success through the use of
effective collection programs, income-contingent repayment options, and suitable interest rates (Johnstone et al.,
n.d., p. 13). However, the increase in private colleges has led to high tuition costs and declining quality in some
regions (Johnstone et al., n.d., p. 15).
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Research Gap

Student loans are an essential source of funding for higher education, but they can also result in significant
financial burdens that impact students' long-term objectives, including career choices, retirement savings, and
homeownership. A thorough examination of financial planning techniques catered to students with different
educational levels and socioeconomic backgrounds is lacking in current research, which has mostly concentrated
on loan repayment alternatives and the economic effects on graduates. By examining useful financial techniques
that students and recent graduates may use to proactively manage and lower their long-term debt load, such as
budgeting, debt prioritizing, and the importance of financial literacy, this study aims to close this gap. The study
also emphasizes how important it is to have easily accessible debt management tools and legislative assistance in
order to promote financial resilience.

Research Methodology
Design of Research

The financial tactics used by students to control and lower their student loan debt are examined in this study using a
descriptive research design. Finding trends and patterns in student borrowing, repayment expectations, financial
planning, and the perceived influence of debt on long-term financial objectives are the objectives of the study.

Method of Data Collection

A standardized survey questionnaire that was given to current students or recent graduates who had taken out student
loans was used to gather the data. In order to gather quantitative information on respondents' educational
backgrounds, loan types and amounts, repayment plans, and debt management techniques, the survey had both
closed-ended and multiple-choice questions. In order to get qualitative information on personal economic issues
and debt repayment tactics, a few open-ended questions were also added.

Method of Sampling

Due to availability and accessibility issues, a non-probability convenience sampling strategy was employed. People
who freely answered the poll and represented a range of educational backgrounds and institution types (public and
private universities, for example) were included in the sample.

Although it might not accurately reflect the entire population of students with loans, this sample offers a glimpse of
how students see managing their loan debt.

The Data Analysis Method
Both quantitative and qualitative techniques were used to analyze the gathered data:

Quantitative Analysis: Excel was used to process responses to closed-ended questions. The distribution of loan
amounts, repayment plans, confidence levels, and other aspects of financial planning were compiled using pivot
tables and charts.

Qualitative Analysis: Thematic analysis was used to examine the answers to open-ended questions. To capture
common attitudes and debt management techniques, such as planning, getting financial counsel, or putting debt
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repayment ahead of other expenses, key themes were

Methods of Statistics

found.

The following general tendencies in the sample were outlined using descriptive statistics: Allocation of loan
amounts among various institution kinds and educational levels. Confidence levels and the anticipated time to repay
debts. Ways for reducing debt that respondents frequently use or intend to use.

If yes, how much total student loan debt(in rupees) do you current -
have?

Count of If yes, how much total student loan debt(in rupees) do you
currently have?

1,00,000 - 3,00,000

3,00,000 - 5,00,000

5,00,000 - 10,00,000

Less than 1,00,000

More than 10,00,000

W O[O w

All replies were kept private to preserve participant privacy, and the study guaranteed voluntary participation. In
order to reduce discomfort, the survey only included financial information that was pertinent to the study's goal.
Participants were made aware of their freedom to leave at any moment and without consequence.

How long do you expect to take to repay your student loans after graduation?

Have you taken out student loans to finance your education?

39 responses

@ Less than 5 years
0 Ve

® 5-10 years
@ 10-20 years 0o
@ More than 20 years
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3,00,000 - 5,00,000

1,00,000 - 3,00,000

(=}
=
[N}
w
IS
wu
s
~
ca
[t}

Research Analysis

The rising cost of higher education in India has led to a significant increase in student loan debt. This research
analysis delves into the key findings regarding student loan amounts, education levels, repayment expectations,
and financial planning among Indian students. The

1,00,000 -13,00,000 -5,00,000 -|Less than|More than|Not interested/not|Grand

3,00,000 5,00,000 10,00,000 1,00,000 10,00,000 taken Total
1 1

2 3 5 3 3 3 19

1 1 1 3

3 3 7 3 3 4 23

analysis is based on survey data and provides valuable insights into the financial challenges faced by students and
the implications for their future.

The survey revealed a wide range of student loan debt among respondents, with many falling into the INR
1,00,000-3,00,000, INR 3,00,000-5,00,000, and INR 5,00,000-10,00,000 ranges.

Postgraduate students were found to have significantly higher loan amounts, with some even exceeding INR
10,00,000. This suggests that pursuing higher education, especially at the postgraduate level, comes with
substantial financial costs.

The majority of respondents were postgraduate students, indicating a strong correlation between higher education
levels and reliance on student loans. Undergraduate and other respondents also reported significant loan debt,
highlighting the increasing need for financial assistance at all levels of education.

Most students anticipate repaying their loans within a 5-10year timeframe. This expectation is likely influenced by
factors such as expected income levels, job security, and personal financial goals. A smaller proportion of
respondents expect a longer repayment period, which may indicate potential difficulties in meeting repayment
obligations promptly.

The survey data suggests a mixed level of financial planning and confidence among students. While many
respondents expressed "somewhat confident” or "very confident™ in their ability to repay their loans, a significant
number lacked a formal financial plan. This finding highlights the need for improved financial literacy and
education among students to empower them to make informed decisions and develop effective repayment
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strategies.

The survey includes responses to a hypothetical question: "If you could go back, would you choose the same
approach to financing your education?" The responses, distributed among "Yes," "No," and "Not sure," reveal
mixed sentiments. This suggests that while some students are content with their financial choices, others may regret
their approach, potentially due to the weight of debt or evolving career goals.

Implications And Recommendations

The findings from this research analysis have several implications for policymakers, educational
institutions, and financial institutions:

Policymakers:
o Implement policies to enhance student financial literacy and education.
e Consider plans of income-driven repayment to make loans more affordable for repayment.
o Explore avenues for interest rate subsidies or tax breaks for loan borrowers.

Educational Institutions:

e Offer comprehensive financial aid counseling services that would enable students to make informed decisions
regarding their education and financing options.

e  Taper the provisions of high tuition and fee structures to reduce borrowing of students.
Financial Institutions:

o Design flexible payback options along with deferment or forbearance to students that face financial difficulties.

o Foster responsible lending practices while educating consumers regarding their loans, including terms and
conditions.

Conclusion

The findings of the study underline the importance of early well-informed financial planning in curtailing student
loan debt as well as creating sound fiscal futures. Long-term student debt can be mitigated by utilizing available
practical strategies, such as constructing a realistic budget, inquiring about alternative means of income, and selecting
an appropriate loan repayment schedule. Obtaining expert financial advice, in addition to resources such as
government loan forgiveness programs, may also further facilitate debt reduction goals.

Students can reduce the burden of student loans and increase independence in terms of finance after graduation
through these suggestions. This study emphasizes how crucial financial planning and literacy are in enabling students
to make appropriate decisions that reduce their debt and improve their prospects in finance.
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