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Crédito 18

Long-term Financing for Higher
Education in Peru: the Recent
Case of Crédito 18
Gustavo Yamada & Nelson OviedoΩ
Research Center of Universidad del Pacífico

Abstract
For many years, Peru has been in the rearguard of developing and developed countries when it comes
to financing technical and university education. Beltrán, Castro & Yamada (2008) presented one of the
first proposals for a long-term loan system which is guaranteed not only by the Government but also by
the educational institutions themselves. In the last five years, the implementation of a higher education
program of scholarships called Beca 18 gained momentum. It focused on young people coming from
poverty-stricken families. However, the access of young people from emerging and popular classes
to quality private higher education lacked an adequate medium-term financial instrument. Recently
in the 2015-2016 term, the first stage of Crédito 18 started, which is a scheme prepared based on
various financial sustainability principles proposed in the last few years. This document reviews Peru’s
recent experience in this topic and compiles some comments about the initial operational criteria for
the Crédito 18 program. From this point of view, simulations of the expected average profitability in the
institutions and programs invited to participate of Crédito 18 are performed comparing them to other
university degree program options.

Ω

School of Economics and Finance and the Research Center of Universidad del Pacífico. We want to express our gratitude towards the comments
and suggestions by Arlette Beltrán, Juan Francisco Castro, Oswaldo Cohaila, Raúl Choque, Pablo Lavado, Juan Pablo Silva and the members of
Pronabec Board of Directors and also the support of Johar Arrieta in a previous version of this document. Any error in the document falls under
the authors’ exclusive responsibility.
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1. Introduction
The economic boom in Peru over the past decade and subsequent slowdown have brought to the
fore the need to formulate policies that allow medium and long term sustainable growth. According to
international evidence (Hanushek, 2012), a much higher quality education, in all its levels, has to be
part of that equation that enables an economic growth at higher sustainable rates, mainly, in this age
known as “the age of knowledge” (CNE, 2009).
The importance of education as an investment in human capital has been broadly documented from
Adam Smith’s initial works, and has been strengthened contemporarily with the contributions by
Schultz (1961), Becker (1975), Mincer (1974), among others. Moreover, nowadays it is believed that a
solid educational foundation is key to promoting a system of innovation and technology dissemination
that boosts sustained productivity growth throughout a country’s business network, and the production
of higher value added goods and services (Hanushek & Woesmann, 2015).
As shown in Chart 1, with a panel data covering 50 years, Hanushek & Woesmann (2015) find a
clear positive association between pre-school education quality, empirically measured with the results
obtained in the PISA test, and the additional potential long-run economic growth. In Peru, the low levels
of educational quality have resulted in a potential annual economic growth under one percent, while
in Southeast Asian countries, educational quality provided to its entire population has boosted four or
more points of annual economic growth in the long term.

Conditional growth (%)

Chart 1. Quality Education and Economic Growth
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Source: Hanushek & Woessmann (2015).
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Programs like Beca 18 and
Crédito 18 make it possible
for young people from popular
sectors to access a solid
educational basis, which will
boost a sustained growth of the
national productivity.
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On the other hand, education is still the most effective vehicle to increase individual progress opportunities
as well as to leave behind an initial poverty status in a sustainable manner. As shown in Chart 2, as
of 2014, the probability of being poor was of 43% for an adult without education in Peru. This indicator
decreases to 29% for people who have completed elementary education, goes down to 13% for high
school graduates, and falls to 6% and 2% for people reaching non-university and university higher
education, respectively (note how these curves have gone down in recent years, as a consequence of
the economic boom experienced; however, the negative slope remains very significant). Consequently,
the benefits that our society will get from betting on more and better education for all Peruvians, in
terms of greater social mobility and economic, social and political stability, are overwhelming.
Chart 2. Probability of being poor according to the educational level
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and our own updating. Own authorship.

Consequently, the objective of increasing access to university and technical higher education for
current and future generations of Peruvians have very solid competitiveness and equity grounds.
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1.1 Access to Higher Education in Peru
In order to understand the student loan policy in Peru and its main purpose, it is necessary to know the
current status and recent registration trends in both university and technical higher education. Between
2009 and 2014, access to university education for young people rose from 23% to 28%, as detailed
in Chart 3. Nonetheless, this registration growth showed an important heterogeneity according to the
income quintile of the student’s family. Even though access to higher education has increased in all
economic strata, there is still a strongly regressive component.
Students from lower income families are the ones who have less access to university education
although compared to 2009, there has been an increase in registrations (from 8% to 11% in Quintile
I, and from 14% to 17% in Quintile II). Programs like Beca 18 might have contributed to this increase.
In a previous study, it was found that registrations in the Quintile I went down in the early stages of
the boom, and probably as a result of an absence of a program like Beca 18, young people preferred
to take the new low-skilled employment opportunities that appeared, instead of investing in long-term
higher education (Castro & Yamada, 2013).
It is worth mentioning that as of 2014, almost 50% of young people under 23 who belonged to the
higher income segment (Quintile V) were already accessing university education (Chart 3). In the case
of middle classes, significant increases have occurred, though still in a low level (from 16% to 22% in
the case of Quintile III, and from 23% to 28% in the case of Quintile IV). Moreover, detailed statistics
by type of university indicate that the increase in access to education has been basically to low-cost
private universities with unknown or fairly unknown quality employability indicators.
Chart 3. Access to university education according to income quintile
(% of high school graduates under 23)
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On the other hand, access to technical education increased for all high school graduates under 23;
however, on average, it occurred at a lower rate compared to university education. Access for the lowest
quintile remained steady, at 11%, during the five years mentioned. In the case of quintiles II, III and IV
there were uneven increases. Nowadays, access to education for young people is still low and relatively
homogeneous, between 16% and 18%, with uneven quality standards already known within public and
privates institutes. On the contrary, every time fewer higher income students (Q5) choose a technical
program and rather follow a university degree program, as shown in Chart 4.
Chart 4. Access to technical higher education according to income quintile
(% of high school graduates under 23)
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In this context, considering Beca 18 program consolidation (and expected expansion), which is focused on
assisting the first income quintiles in poverty status, emerges the importance to analyze different options
of long-term credits for outstanding middle-class students aspiring to high quality higher education and
having no family budget to do it. As seen before, the registration rates are still not enough in order to
become a developed country with sufficient economic and social mobility. In this sense, the management
and implementation background of the student loan system in Peru is analyzed in the following section,
starting with the setting up of the Office of Scholarships and Educational Loans in 2006 up to Pronabec’s
recent launch of Crédito 18.
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1.2 Educational Loans in Peru
In 2006, the Office of Scholarships and Educational Loans (OBEC) was established as an entity
attached to the Ministry of Education (Minedu), substituting the former Inabec (National Institute
of Scholarships and Educational Loan). OBEC managed to offer loans for amounts ranging from 6
to 30 thousand soles with an effective annual rate of 12.5% (this rate by itself can be considered
high if you take into account that the average annual inflation in Peru in the last few years has been
close to 3%) and only at short-term (the capital and interests repayment term began the month after
receiving the loan).
With this scheme, recipients’ access to student loans in the country was lower than 1% of the total
of higher education students in 2009, making it one of the lowest of the region, in comparison to
Colombia (9%) and Brazil (5%) among others and was almost the same as Mexico’s (Pronabec, 2015).
Chart 5. Student Loan Coverage Ratio in Higher Education, 2009
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Since 2008 various reform initiatives have been proposed to address this low coverage of educational
funding. Among them, there was a bill put forward by the Congress’ Education Committee and a study
by the Research Center of Universidad del Pacífico (Beltran, Castro & Yamada, 2008) sponsored by
the Inter-American Development Bank (IDB) and Universia Perú. In both cases, they were trying to
establish a medium- to long-term educational loan system1, but any of them became a reality, partly
because the international crisis of 2009 diverted lawmakers’ attention to other short-term priorities.

1

In the first case, the creation of a mid-term student loan program covered by a State guarantee was proposed in the Parliament. However, this bill was
not included in the agenda of the Congress. Meanwhile, the joint program devised by Universia Perú and the IDB presented an educational loan system
funded by the private financing system and guaranteed both by the State and the educational institution.
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In 2012, the National Program of Scholarships and Educational Loan (Pronabec) was created. It occupied
the prior offices and took over the management of the ongoing educational loans and scholarship
programs in that moment. Regarding the loans, a little short-term finance program remained, but its
interest rate was substantially reduced to an effective interest rate of 4.22%, more appropriate to the
country inflation rates. A major boost came from the side of the scholarship program implementation
called Beca 18.

2. International Experience
There are international cases of inconsistent success of educational loans. On the one hand, developed
countries like the United Kingdom, the United States and Australia have various options of inflationindexed interest rates, fees and progressive repayment terms according to labor returns; exclusive State
or private banks participation in financing; and generally an institutional strength greater than that of
developing countries. However, these systems have also been criticized by the different stakeholders.

2.1. The Recent Experience in the United States
The Federal Student Loan Program in the United States, created in the sixties, considers grace
periods that last until the moment students graduate or start working, and it has an effective annual
rate of around 7%. As time passes by, the program has been broadened, so even commercial
banks have been drawn into it. They act as intermediaries of the insufficient federal funds and
offer additional financing amounts at higher interest rates. Currently, the system facilitates financing
more than 40 million of students2. It is important to mention that this is the only credit method that
continued growing despite the financial crisis of 2008.
However, the increase in the university fees above the inflation level for decades, the long
unemployment and economic crisis experienced in the last few years, and the abundance of
commercial credits in this sector have generated problems affecting student debts, and almost
7 million students—about 20% of the total recipients—are in default due to difficulties related to
work insertion or student dropouts3. This complex situation has brought the topic to the public and
political table in the last few years, with election proposals that go from total and partially free higher
education studies to the creation of a State fund to reduce the debt amounts, among others.

2
3

Visit <https://www.newyorkfed.org/studentloandebt/index.html for further information>.
For more discussions regarding this topic, visit <http://www.economist.com/topics/student-loans>.
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There is a lot of experience in the region, in countries like Brazil, Colombia, Mexico and Chile, which
give more importance to the role of the guarantee and the risk of falling in late payments, which
requires an approach that considers the scholar’s efforts and repayment capacity. In that sense,
in the following section there is a brief review of the Chilean experience from its beginnings to the
current reforms.

2.2. Chile’s Experience: Its Boom and Crisis
Due to the high level of credit deepening and the system subsequent crisis4, the Chilean case is
enriching in terms of right and wrong choices. When the educational loans policy entered into force,
two student loan programs were put forward. The first one, which was known as University Credit
Solidarity Fund (FSCU) and approved in 1991, was a fund financed with resources from the Ministry
of Education, allotted to the 25 oldest Chilean universities belonging to the Rector’s Council (CRUCH).
These loans administered directly by said universities must be repaid as soon as the student enters
the work market, having a 2-year grace period after graduation.
FSCU offers loans with annual real interest rates of 2% and fees equivalent to 5% of the recipient’s
income for a maximum of 12 years. The program has issued loans for almost 4,200 million dollars,
between 1994 and 2010, benefiting over half a million students. The main criticisms are directed
to the limited number of eligible universities and the high default rate, 38% in the period of study
(CRUCH, 2015)5.
The second student loan program is the State-Guaranteed Student Loan Program (CAE), which has
managed to benefit 623 thousand students since 2005, with a total of loans for over 2,400 million
dollars (Ingresa, 2015). The last data regarding this topic is that in 2016 they expect to benefit almost
90 thousand average-income students with a 172 million dollar budget.
In this case, credits are administered by the commercial banking and the State guarantees up to 90%
of the capital plus the interests of the student-requested loans. These students must demonstrate an
outstanding academic performance prior to the admittance and throughout their years of study, as well
as having socio-economic difficulties. An important piece of information in relation to the program focus
is that 63% of CAE recipients belong to the first income quintiles.
The Chilean system of educational loans, however, has not been exempted from criticism by several
analysts and complaints from Chilean students. They argue that there is a serious lack of coordination
and administrative problems on the side of the Ministry of Education (in terms of different student
scholarships and credit alternatives which can compete with each other) as well as high late payment
rates of former recipients which can be of almost 50%.

4 This
5

review of the Chilean case was conducted based on research by Beltrán, Castro & Yamada (2013).

This is also one of the consequences of the Free Education Law enactment, which will be discussed later.
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Crédito 18 program has been
developed based on important
educational loans experiences,
both at international and regional
level, and focuses on the efforts
of the recipient and his/her
repayment capacity.
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CAE has turned out to be extremely costly for the State since most of the bank loans are subsequently
repurchased by the Ministry of Finance. Financial institutions often keep loans destined to the most
profitable degree programs as well as the students with low credit risk. Loans for long, less profitable
and high risk degree programs are resold to the State at a higher cost overrun which can go up to 60%
of the original amount (Beltran, Castro, & Yamada, 2013). Thus, the cost overrun, originally designed
as an incentive for banks to finance families in poor socioeconomic conditions over a long term period,
becomes a profitable strategy, which ultimately minimizes the risk for the financial institution. As a
specific example, the State had to pay USD 42,000,000 generated by graduates in default in 2015.
Also, following various student claims and strikes during Piñera’s administration, CAE’s annual effective
interest decreased from 5.6% to 2%; therefore, the State will assume the difference in rates and lower
revenue as an additional cost.
In December 2015, after President Bachelet was appointed President for the second time, the Ley
Corta de Gratuidad de la Educación Superior Chilena (Chilean Free Higher Education Short Law)
was approved. This act establishes that 34 accredited universities (16 national and 18 private) are
obliged to fully subsidize 50% of the most vulnerable student population, i.e., those students belonging
to the first five income deciles. These universities will receive counterpart budget resources from the
Government. The Government forecasted that, by 2018, 70% of the most vulnerable students will be
covered.
There is no doubt that enactment of this law will generate various changes in the educational loan
market. On one side, the most vulnerable students’ demand for loans will decrease since they will
first try to benefit from the aforementioned law. On the other side, the State will surely reduce the
funds allocated to traditional loan programs and earmark them to provide a free higher education. The
probable trend in a scarce fiscal resources’ context (considering the prolonged crisis in the price of
copper, the main product of Chilean exports) will be to increase the relative weight of grants (or free-ofcharge studies) for the lower segments of the population, at the expense of the loan weight earmarked
for the middle segments of the population.

3. The Beginning of a Long-Term System in Peru: Crédito 18
The National Program of Scholarships and Educational Loan (Pronabec) was highly acknowledged
for its rapid and effective implementation of Beca 18 program. So far, this program has granted
comprehensive scholarships to 40,000 low-income students (unbiasedly classified as such by the
Household Targeting System) in universities and institutes of renowned experience and prestige in
the country. With this institutional acknowledgment, Pronabec is now taking the following steps to
create a long-term loan system for middle segments of the population through Crédito 18.
As shown in Table 1, unlike Beca 18, Crédito 18, is not aimed at students in poverty or extreme
poverty. This program is targeted to students with financial difficulties that require a financial grant
to start or continue their studies; however, they do not live in social conditions that qualify them
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under the poverty threshold required by Beca 18. This program has taken into consideration several
elements from CIUP previous proposals (Beltrán, Castro & Yamada; 2008, 2013) as well as the
lessons learned in recent years at international level.

Table 1. Comparative Table between Beca 18 and Crédito 18
Beca 18

Crédito 18

Requirements

- Being qualified as poor or extreme poor
by SISFOH
- A minimum school grade average of 14
for institutes and 15 for universities
- Having been accepted at a Higher
Educational Institute (IES)
- Applying through Pronabec

- Having economic difficulties in paying
for a degree program, as defined by IES
- Excellent academic performance
- Having being admitted to an IES
- Applying through the IES

Benefits

- Comprehensive grant for education,
health, food and miscellaneous expenses
for up to 5 and 3 years for universities
and institutes, respectively.
- Possibility of being admitted to a high
quality and employability IES
- Possibility of pursuing studies abroad
- Career orientation according to national
needs
- Assessment and follow-up by Pronabec

- Long-term loan that covers education
costs for up to 90,000 soles
throughout the degree program.
- Effective annual interest rate of 3.18%
- The IES guarantees a 50 to 100% loan
- Repayment when the recipient starts
working
- Assessment and follow-up by IES
- Possibility of being admitted to a high
quality and employability IES
- Career Orientation in line with national
needs

Conditions

- Being part of the top thirty-three percent
throughout the degree program
- Having worked as a professional in the
country for 1 to 3 years

- A maximum of 10 and 15 yearperiod for institutes and universities,
respectively
- Being part of the top thirty-three percent
throughout the degree program
- Having worked as a professional in the
country for 1 to 3 years

Source: Own authorship.

Table 2 summarizes the characteristics of Crédito 18 program compared with short-term traditional
loan scheme used in the country. Young people will have access to an effective annual interest rate of
3.18%, which in practice (the historical and expected average inflation is of around 3%) means a real
interest rate close to zero.
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Table 2. Comparative table between student loan schemes and Crédito 18
Educational loans
scheme before

Variables

Crédito 18

Selection of recipients

Direct application to Pronabec

The educational institution
introduces the student and
Pronabec approves the loan through
a comprehensive process

School and IES operative
and management processes
involvement

No

Yes

Repayment of loan starts

30 days after the loan granting

After finishing the degree program
and started working (5.5 years for
university - 3.5 years for IST)

Responsible for the loan

A person responsible for the loan
and/or a guarantor

Only the student

Guarantee for disbursement

Through an individual guarantor

Guarantee provided by educational
institutions throughout the loan
period (guarantee varies from 50%
to 100%).

Annual interest rate

4.22%

3.18%

Follow-up on loan

Pronabec

Pronabec and educational institutes

Loan payback if in default

Pronabec

IES (transfers or communicates
default portfolio after guarantee
coverage is provided)

Source: Pronabec, 2015.

The program starts at the request of the student admitted by the IES. The institution applies to Pronabec
for the loan in exchange of a guarantee deposit made by that same institution (between 50% and 100% of
the total amount). It must be pointed out that agreements between institutions may vary. For example, for
two of the five universities that have already signed agreements with Pronabec, it has been established
that the student will pay for the 50% of the cost of studies since the beginning of his/her degree program.
That is to say, only the remaining 50% is funded and it must be repaid once the recipient has concluded
his/her higher education studies.
To design Crédito 18, the co-financing principle under which risk is distributed between the Government
(Pronabec) and IES was prioritized. By distributing default risk, now both institutions must ensure that the
recipient strives throughout his/her degree program, completes his/her higher education studies, starts
working and gets a competitive salary that will help him/her pay the debt without difficulties. If the student
falls in default, the institution and the State will suffer the consequences since they lose economic, social
and labor resources that were to be repaid by the recipient and, possibly, allocated to another student
with equal or greater needs.
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Once the student completes his/her degree program, he/she has a 6-month grace period, which is
followed by a repayment period where monthly installments are to be paid over a maximum period
of 10 years for institutes and 15 years for universities, as can be seen in Chart 6. Therefore, it is
most important to ensure the integration of graduates into the labor market, which should be easier
thanks to IES’ follow-up role that ensures students’ high academic performance. Thus, the recipient
is encouraged to seek both a high quality institution that trains him/her to achieve good performance
in the labor market, and to aim for high-payment degree programs to guarantee debt repayment. In
that sense, Pronabec has a list of approved institutions and degree programs for Crédito 18 and Beca
18 programs, as shown in Appendices 1, 2 and 3. As can be seen from the comparison, the list of
institutions and degree programs selected for Crédito18 program is a lot more restricted. It would follow
objective and renowned quality and employability criteria.
Chart 6. Crédito18 Program Process Evolution

Admittance to IES
and application to
Pronabec

University studies
(5 years)
Technical studies
(3 years)

Grace period
(6 months)

Repayment period
Universities (max.)
15 years
Technical studies:
10 years

Source: Pronabec (2015).
Own authorship.

The program was launched in a pilot phase during the second half of 2015, and granted 28 loans
worth for more than 180,000 soles in Universidad de Ingeniería y Tecnología (UTEC) and Tecsup
Institute. As shown in Charts 7 and 8, Pronabec has decided to progressively increase said number,
including admission for 2016-I and 2016-II regular semesters, until reaching almost 3,000 loans and
30 million soles worth in loans in the following 5 years. Therefore, the program is to be expanded to
more accredited universities and institutes that ensure quality and future employment of students
(Pronabec, 2015).
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Once the Crédito 18 recipient
completes his/her studies, he/
she has a 6-month grace period,
followed by a repayment period
where monthly installments are
to be paid over a maximum time
period of 10 years for institutes
and 15 years for universities.
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Chart 7. Estimated number of Crédito 18 recipients
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Chart 8. Estimated amount of loans (in thousands of soles)
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3.1. Some Comparative Elements between the Original CIUP
Proposal and Crédito 18 Final Design
In Peru, the debate about the need for a long-term loan system began with the research carried out
by Beltrán, Castro & Yamada in 2008 and 2013, respectively. The proposal prepared by CIUP aimed at
generating opportunities for low resources and high potential young people to have access to quality
private higher education.
The main element of the original proposal involved the participation of three types of organizations:
Higher education institutions (IES), the Government, as loan guarantor, and financial institutions, as
direct administrators of said loans, and so replacing a task from the Government in loans’ follow-up that
has proven problematic in many countries. This last part has not been considered within Crédito 18’s
first stage of implementation, partly because it is a small scale implementation and it does not require
outsourcing, and partly because of unsuccessful experiences involving private banking institutions in
other contexts.
The IES proposed an open tender where all IESs would be required to offer the minimum percentage and
co-guarantee trajectory to participate. This was an important way of showing the level of commitment
from the IES regarding the quality and employability of its graduates within the Peruvian context. As
it is known, our university system will start a basic quality conditions license granting process for
institutions and degree programs with University Law no. 30220 and the creation of Sunedu. Likewise,
there is a reform project for the accreditation mechanisms that is yet to be concluded. However, in
previous systems like the one in Chile, where there already existed general quality accreditation, such
requirement would have been enough to participate in the tender.
In the first stage of Crédito 18, a pari passu (50% - 50%) fixed partnership type has been chosen in
the default guarantee between IES and the State and a group of high employability and highly paid
institutions and degree programs have been selected. Depending on the real growth of the program,
tender systems that develop incentives for IESs to strive for more quality and employability for their
recipients may eventually be used.
CIUP proposal indicated a maximum repayment period of 20 years. This period was favored since it
aimed to ease the graduate’s expenses during his/her future work history. Thus, it was estimated that
the quota allocated would not be greater than 30% of the expected income.
The main reason why these repayment conditions were necessary is that it corresponded to an annual
effective interest rate of 9.4% during the years of study—average mortgage rate valid in the banking
system for 2012—and 12% once studies were over (an attractive rate for private financial institutions).
In real terms, these rate ranges are similar to the opportunity cost of the capital used in the assessment
of public and private long-term projects.
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The Crédito 18 program requires
the fixed participation of two types
of organizations: the Peruvian
government and higher education
institutions. It offers a repayment
rate equivalent to the average
inflation rate in recent years.
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In contrast, Crédito 18 started with the premise that the program will provide a 3.18% annual rate,
equivalent to the average inflation rate in recent years, thus qualifying as the lowest real loan
cost compared to similar educational funding schemes in the region. Due to its low interest rate in
comparison to CIUP proposal, Crédito 18 has been able to establish a 10 to 15 year range as a
reasonable maximum repayment period with a 6-month grace period after the student concludes his/
her studies.
The reason for allocating funds using a real rate near zero lies in the social mobility promoting role of
the State by transferring funds without any cost for the student. At first glance, this program would be
similar in concept to the successful credit systems used by institutions such as Tecsup, which demand
that its graduates repay their loan at the future tuition cost of said institution.
However, indexation to the general consumer inflation of a monetary credit scheme may not be
financially equivalent or sufficient in contexts where general education costs, and higher education
costs in particular, are growing at rates higher than the average country inflation rate; a pattern seen
all over the world in recent decades.
In this case, it will be necessary to allocate more government resources in the future in order to
guarantee the real value of the average benefit per recipient or, alternatively, gradually increase the
effective loan cost. In any case, these adjustments to the program can be evaluated by constantly
monitoring the financial sustainability of the scheme.
In addition, the national budget would be somehow affected by the loss of the opportunity cost
associated to loans granted since these resources could have been used to finance other public
programs with a 9% annual capital cost. On the other hand, it should be pointed out that the increase
in quality human capital is expected to generate significant positive externalities for the country’s
competitiveness and/or development in these young people with great potential, which would not have
been possible without Crédito 18.
All in all, several ideas from the CIUP proposal were the basis for the design of Crédito 18. A debate
was mainly encouraged on the need for a long-term financing system for non-poor young people with
medium and low incomes who have sufficient skills to apply for a higher education institution of the
highest educational quality, benefiting from an optimum increase of his/her own productivity and that
of the country. Also, the co-financing mechanism between the State and the IESs initially raised by
the CIUP is at the core of the program design. Above all, these ideas were used to involve both sides
and lead them towards a common objective and benefit: equal opportunities for everyone to get the
highest quality higher education.
In the following section, an analysis is presented of the average return from the different options
existing nowadays in the first stage of Crédito 18—for which data from Ponte en Carrera Employment
Observatory are used.
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4. Profitability of the Programs Selected for Crédito 18
Recent data provided by Ponte en Carrera Employment Observatory were used for the expected
profitability simulations for Crédito 18 programs from a student’s point of view. Based on these
data, one can determine the average salaries during the first four years after graduation sorted
out by degree program and university. The average return for Crédito 18 eligible programs was
calculated in comparison to the rest of the other possible degree programs and universities,
following Yamada, Lavado & Oviedo (2015).
With this information, the average monthly salary was calculated for Crédito 18 eligible universities
and institutes compared to other non-eligible universities and institutes6. In order to facilitate the
presentation of the data analysis, the (i^18) index was assigned for degree programs offered
in the list of Crédito 18 and the (j^18) index, for institutions sharing the same feature. Thus,
the combination of Crédito 18 eligible degree programs and institutions is represented by the
combination (i^18, j^18). Meanwhile, Crédito 18 non-eligible degree programs and institutions are
identified with (i) and (j), respectively. Finally, the non-eligible combination corresponds to (i,j).
In this sense, Table 3 shows that the average monthly salary for graduates from Crédito 18
eligible institutions (j^18) amounts to PEN 3,000, while average monthly salaries for graduates
from non-eligible institutions (j) amount to PEN 2,044. This 47% pay gap is even wider than the
one estimated by Yamada et al. (2015) when comparing higher quality institutions to lower quality
institutions.
On the other hand, the average annual fees of eligible institutions (j^18) is PEN 11,991, which
is significantly higher compared to the annual fees charged by non-eligible institutions7 (j): PEN
7,217. This major difference in tuition fees is partially due to the direct relationship between
program fees and quality (Lavado et al., 2014; Yamada et al., 2015).

Table 3. Average monthly salary for Crédito 18 eligible
and non-eligible institutions.

Institutions

Monthly Salary

Annual Fees

Average IRR

Eligible Institution
(j^18)

3 000

11 992

15,1%

Non-eligible
Institution (j)

3,000

7 217

7,9%

Source: own authorship.

6
7

This first analysis does not take into account the eligibility of specific degree programs.
For this comparison, only private institutions were included since public institutions’ fees are not available.
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With this information, the profitability of both options was calculated using the Internal Rate of Return
(IRR)8 under the assumptions explained in a previous work with the information collected by Ponte en
Carrera (Yamada et al., 2015). In a general sense, we adopted a counterfactual cash flow corresponding
to the 75th salary distribution percentile of basic education graduates; other factors taken into account
were salary increase rates broken down by type of institution as well as unemployment rates based
on the graduates’ age.
As a result, the average IRR for eligible universities (j^18) amounts to 15.1%, while non-eligible
universities (j), to 7.9%. In other words, the institutions that have an agreement with Crédito 18 are
as twice as profitable as those who are not currently part of the list prepared by Pronabec. This result
shows the high profitability of the institutions we invited to take part of the financing program and the
high repayment capacity of graduates from such institutions. Therefore, for the next Crédito 18 rounds,
it would be ideal to establish high standards to include new institutions in our list of programs eligible
for credits, thus ensuring recipients’ repayment capacity.
The previous analysis allowed us to assess the quality of the institutions that have signed an agreement
with Crédito 18; nonetheless, the selection of degree programs within each institution has not been
considered yet. Therefore, Chart 9 presents the average annual income of graduates from Crédito
18 eligible programs (i^18,j^18) and non-eligible programs (i,j), as well as the income from regular
recipients of the program. Students pursuing an eligible degree program who are not recipients from
Crédito 18 program (dark blue line) must make an important investment during their study years,
which ends up to be greater than the investment of students from non-eligible programs (light red line).
However, this difference is clearly compensated when graduating from educational institutions since
they immediately start getting a higher income than students from non-eligible programs on average.
This trend remains constant throughout their work careers until retirement.
Additionally, we include a cash flow simulation from the average Crédito 18 university recipients
(green dotted line). Supposedly, they do not cover any expenses during the years of study and start
paying their debt immediately after their studies9 with a nominal interest rate of 3.18% (virtually zero
in real terms) and a 10-year repayment period. As a result, despite the fact that recipients must make
loan repayments when finishing their degree programs, their net income trajectory recovers quickly.
Therefore, the percentage of their salaries they must spend repaying their debt goes from 18% at the
beginning to 10% at the end.

8

It is worth mentioning that our analysis indicates the difference in the investment level during the first period of each option. In other words, both options would not be
completely interchangeable due to possible financing restrictions that young people entering low cost institutions might face.

9

In order to facilitate the calculation, the 6-month grace period is not included. The difference between this method and the one presented in the
chart is not substantial
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In fact, the IRR estimated for the regular recipient is 19.7%. This rate is higher than the one previously
calculated since the contribution to reduce initial direct costs exceeds net income reduction during the
loan repayment period.
Chart 9. Average annual income throughout the work career broken down by
university program eligibility for Crédito 18 and recipients
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In summary, Chart 4 shows an analysis that brings together all the possible combinations of degree programs
and institutions: (i,j) and (i18,j18). The first line belongs to eligible degree programs (dark blue line in Chart
9); while the second one, to the profile of Crédito 18 recipients (green dotted line); and finally, the third line, to
non-eligible degree programs (red line).
If the combination (i18,j18) is compared to (i,j), corresponding to the first and third lines in Table 4, the
differences related to salaries and fees are greater than the results from the institution analysis (j18 vs j). In
the first case, the ratios between both options amount to 68% and 110%, respectively. Even though there
is a broad difference between annual program fees, this investment is finally compensated for the future
expected high incomes, as shown in Chart 9. This can be seen in the higher IRR associated with Crédito 18
degree programs (16.3%) compared to those who did not access this financing method (8.4%).
Table 4. Average monthly salary for Crédito 18 eligible and non-eligible degree programs

Ω

Degree programs

Monthly Salary

Annual Fees

Average IRR

Eligible programs

3,382

15,388

16.3%

Crédito 18 (simulationΩ)

3,382

15,388

19.7%

Non-eligible program

2,061

7,319

8.4%

For this simulation, we assume that Crédito 18 recipients have annual fees fully covered by the program loan. Then, they will repay the debt
upon graduation.

Source: Own authorship.
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An equally relevant comparison is the simulation between the future income of Crédito 18 young recipients
and the future income of the same young recipients as if they could only access lower quality universities,
but at the same time of the best possible performance given their budget restrictions.
As a graphic example, we submit an analysis from the point of view of a student aspiring to be admitted
into a Business or Industrial Engineering degree program. For this purpose, two options were compared:
i) go to a Crédito 18 eligible university and access benefits from the program (green dotted line), or ii) go
to a non-eligible university of the best possible quality given the budget restriction10 (blue line). Income
projections for each option are displayed in Chart 10.
Chart 10. Business/Industrial Engineering: average annual income broken down by
recipients and university degree program eligibility for Crédito 18.
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The IRRs associated with each option amount to 23.4% and 14.5%, respectively. Note the leap in the
IRR calculated for Crédito 18 recipients due to the fact that Industrial Engineering is a high-demand
and high-paying program in the labor market. The 10 points of difference in this comparison proof that
accessing a financing method such as Crédito 18 to get a high quality education ensures a longer
profitability than the best possible alternative. It is important to keep in mind that this is a credible
comparison if we consider the program’s main objective which is to make possible the maximum
increase of human capital for academic talents with insufficient funds. Upon this comparison lie the
social and economic benefits of an educational credit program such as Crédito 1811.

10

The definition of quality comes from the Índice de Calidad Universitaria (ICU, University Quality Index) created by Lavado et al. (2014) based on
data from the 2010 University Census. For more details, refer to this document.

11

Ibídem.
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5. Conclusions
The equitable access to quality higher education that makes it possible to obtain a good technical or
professional job, with a potential for growth and self-achievement, is one of the main ways to tackle the
challenges posed by social mobility and competitiveness at an individual and national level.
Two basic principles in today’s world to bring together efficiency and equity objectives can be found in
education and employment. First of all, people’s employability depends more and more on an appropriate
higher education level with quality and relevance. Secondly, every democratic society must aspire to not to
deprive any well-prepared young person from a quality higher education due to insufficient financial funds.
In this sense, scholarships and long-term educational loan systems are necessary to implement these two
elements in the higher education world.
For many years, Peru has been in the rearguard of developing and developed countries when it comes to
financing technical and university education. Beltrán, Castro & Yamada (2008) presented one of the first
proposals for a long-term loan system which is guaranteed not only by the Government but also by the
educational institutions themselves.
In the last five years, the implementation of a higher education program of scholarships called Beca 18
gained momentum. It focused on young people coming from poverty-stricken families. However, the access
of young people from emerging and popular classes to quality private higher education lacked an adequate
medium-term financial instrument.
Recently, in the 2015-2016 term, the first stage of Crédito 18 started, which is a scheme prepared based on
various financial sustainability principles proposed in the last few years. As a matter of fact, Crédito 18 would
be one of the first programs in the world to effectively establish a loan repayment guarantee assumed by the
educational institution itself, which aligns the highest quality training and employability incentives.
Different education financing systems in the world have had problems due to a lack of alignment of the
incentives given by the State, the educational institutions and the recipients. Another weak point that has
taken the credit systems to be financially—or even politically—unsustainable has been the lack of strict
criteria related to the selection of degree programs and institutions that back up loan repayments.
Supported on recent data collected by the Ponte en Carrera Employment Observatory and household
surveys, this document found out that the average IRR of young people from Crédito 18 eligible universities
is 15.1%, while young people from Crédito 18 non-eligible universities come to 7.9%. In other words, the
institutions that have an agreement with Crédito 18 are as twice as profitable as those who are not currently
part of the list prepared by Pronabec, according to the students’ and future professionals’ points of view. In a
sense, this approach would guarantee recipients’ repayment capacity through ensuring the quality of studies.
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Additionally, we include a cash flow simulation from the average Crédito 18 university recipients.
As a result, despite the fact that recipients must make loan repayments when finishing their degree
programs, their net income trajectory allows for a quick recovery. The percentage of their salaries they
must spend in repayments varies from 18% at the beginning to 10% towards the end. In fact, the IRR
estimated for the regular recipient is 19.7%.
Crédito 18 has had a promising start with very auspicious expected results. It is expected that as
the program’s coverage increases, it keeps the current quality standards and requirements for the
candidates and the institutions invited to take part of Crédito 18, in order to keep positive indicators
estimated for this first generation of recipients. In this way, the country will be investing in and obtaining
the highest possible productivity level from its best talents across all social classes.
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Crédito 18 is one of the first
programs in the world to effectively
establish a loan repayment
guarantee assumed by the
educational institution, which
aligns the incentives to ensure
the highest quality training with
employability incentives.
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It is expected that the program’s
coverage increases with the
same initial quality standards
and requirements that have
guaranteed positive indicators
for this first generation of
beneficiaries.
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7. Appendices
Appendix 1. Available degree programs for Beca 18

Areas of Study

Degree program
Mechanics
Informatics
Computing
Civil
Industrial
Environmental
Economics, Business and the like
Electrical
Electronic
Food Technology
Extractive
Metallurgy
Transportation
Naval
Total: Engineering and Technology
Administration
Tourism and Gastronomy
Economics, Business and the like
Economics
Bibliotecology
Total: Economics, Business and the like
Industrial Design, Textile and Graphics
Architecture and Arts
Design and Decoration
Architecture
Total: Architecture and Arts
Agriculture and Livestock
Agronomy
Agriculture and Livestock, Veterinary
and the like
Zootechnics
Veterinary
Total: Agriculture and Livestock, Veterinary and the like
Education
Education and Pedagogy
Total: Education
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Areas of Study

Degree program

Psychology
Nursing

Health Sciences and Psychology

Nutrition
Health Technology

Total: Health Sciences and Psychology
Biology
Biological and Environmental Sciences

Ecology
Biotechnology
Atmospheric Sciences

Total: Biological and Environmental Sciences
Chemistry

Basic Sciences

Statistics
Total: Basic Sciences

Social Sciences and Humanities

Geography

Total: Social Sciences and Humanities

Source: Pronabec, 2015.
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Appendix 2. Available degree programs for Crédito 18
Pontificia
Universidad
Católica del Perú

Universidad
de Piura

Universidad
Peruana Cayetano
Heredia

Universidad
del Pacífico

UTEC

Tecsup

Architecture

Economics

Health
Administration

Economics

Mechanical
Engineering

Industrial
Mechatronics

Statistics

Systems and
Industrial
Engineering

Biology

Accounting

Electronic
Engineering

Software
Design and
Systems
Integration

Economics

Psychology

Nursing

Administration Industrial
Engineering

Avionics and
Aeronautical
Mechanics

Physics

Architecture

Veterinary
Medicine and
Zootechnics

Finance

Energy
Engineering

Mining
Operations

Mathematics

Civil Engineering

Psychology

Marketing

Industrial
Chemical
Engineering

Industrial
Management
and Production

Psychology

Electromechanical Chemistry
Engineering

International
Business

Heavy Equipment
Maintenance

Business
Engineering

Plant Equipment
Maintenance

Civil Engineering

Language, Voice
and Auditory
Therapy

Telecommunication
Engineering

Physical Therapy Information
and Rehabilitation Engineering

Industrial
Electro-technics

Mining Engineer

Industrial
Automation and
Electronics

Electronic
Engineering

Data Comm.
and Networks

Geological
Engineering

Production
Technology

Industrial
Engineering

Electro
mechanical
Engineering

Informatics
Engineering
Mechanical
Engineering
Mechatronics
Engineering

Source: Pronabec, 2015.
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Appendix 3. Higher education institutions offering Crédito 18 and Beca 18
Crédito 18

Universities

Universidad del Pacífico
Pontificia Universidad Católica del Perú
Universidad de Piura
Universidad Peruana Cayetano Heredia
UTEC

Beca 18

Universidad Católica de Santa María
Universidad del Pacífico
Universidad San Ignacio de Loyola
Universidad Peruana Unión
Universidad Peruana Cayetano Heredia
Universidad Científica del Perú
Universidad Católica Sedes Sapientiae
Universidad Privada del Norte
Universidad Peruana de Ciencias Aplicadas
Universidad de la Amazonía Mario Peláez Bazán
Universidad Científica del Sur
Universidad Continental
Universidad Antonio Ruiz de Montoya
Universidad de Piura
Universidad Andina Néstor Cáceres Velásquez
Pontificia Universidad Católica del Perú
Universidad Católica Santo Toribio de Mogrovejo
Universidad Católica San Pablo
Universidad ESAN
Universidad Privada de Tacna
Universidad Nacional de Trujillo
Universidad Nacional de Piura
Universidad Nacional San Agustín
Universidad Nacional San Cristobal de Huamanga
Universidad Nacional Mayor de San Marcos
Universidad Nacional del Altiplano
Universidad Nacional San Antonio Abad del Cusco
Universidad Nacional del Centro del Perú
Universidad Nacional San Luis Gonzaga de Ica
Universidad Nacional Daniel Alcides Carrión
Universidad Nacional de la Amazonía Peruana
Universidad Nacional de Huancavelica
Universidad Nacional de Cajamarca
Universidad Nacional de Ucayali
Universidad Nacional Toribio Rodríguez
de Mendoza
Universidad Nacional Pedro Ruiz Gallo
Universidad Nacional de San Martín
Universidad Nacional Jorge Basadre Grohmann
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Universities

Institutes
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Universidad Nacional del Callao
Universidad Nacional Hermilio Valdizán
Universidad Nacional Amazónica
de Madre de Dios
Universidad Nacional de Ingeniería
Universidad Nacional Agraria de la Selva
Universidad Nacional Santiago Antúnez
de Mayolo
Universidad Nacional Federico Villarreal
Universidad Nacional José María Arguedas
Universidad Nacional de Tumbes
Universidad Nacional de Moquegua
Universidad Nacional Agraria La Molina
Universidad Nacional Micaela Bastidas
de Apurímac
Universidad Nacional de Educación Enrique
Guzmán y Valle
Tecsup

Senati
Cibertec
Avansys (ex Peruano Alemán)
Sencico
Iberotec
Continental
Instituto de Emprendedores - Lima
Asociación Exportadores Adex
Chio Lecca
Trentino Juan Pablo II de Manchay
Ceturgh-Piura
Khipu
Tecsup
Unitek
Nuevo Pachacútec
Chincha
Pedro A. del Águila Hidalgo
Joaquín Reátegui Medina
Huanta
Perú Japón
Túpac Amaru
Aparicio Pomares
Manuel Seoane Corrales

Crédito 18
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Institutes

Beca 18

Santiago Antúnez de Mayolo
24 de Julio de Zarumilla
Abancay
Juán José Farfán Céspedes
Víctor Álvarez Huapaya
Huancavelica
Almirante Miguel Grau
República Federal de Alemania
Nueva Esperanza
Max Planck
Todas las Artes
José Salvador Cavero Ovalle
Otuzco
Honorio Delgado Espinoza
Francisco de Paula y Vigil
Suiza
Manuel Antonio Hierro Pozo
Nor Oriental de la Selva
Pasco
La Joya
Monseñor Elías Olázar
Ilave
Juli
Cajamarca
Carlos Salazar Romero
Rioja
Instituto de Huarmey
Contralmirante Villar
José Antonio Encinas
Loreto
Manuel Núñez Butrón
Andrés Avelino Cáceres Dorregaray
Chota
Eleazar Guzmán Barrón
Luis E. Válcarcel
Julio César Tello
Catalina Buendía de Pecho
Juan Velasco Alvarado
Gilda Liliana Ballivian Rosado

Source: Pronabec, 2015.
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Crédito 18 has had a promising
start with very auspicious
expected results, through which
our country can obtain the
highest possible productivity
level from its best talents across
all social classes.
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