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ABSTRACT

This study examined the role of third-party loan providers in higher education and analyzed their impact on student enroliment patterns and institutional revenue
streams. As the cost of higher education has increased, private lending has become a central component of student financing strategies, necessitating an examination
of its implications for college access and institutional survival. The study employed a mixed-methods approach, combining an empirical analysis of enrollment and
financial data from 200 higher education institutions with a qualitative interview study of administrators, students, and lending professionals. Data analysis revealed
that third-party loan providers shape enrollment patterns, particularly among middle-income students who do not meet need-based aid eligibility but require
additional financial assistance. The availability of private lending options was significantly correlated with institutional revenue stability, and institutions with
formal lending partnerships retained 15% more students than institutions without such arrangements. The study also highlighted troubling disparities in loan access
by socio-demographic groups, with historically underserved populations facing higher denial rates and less favorable terms. The study contributes to the literature
on the complex relationships among private lenders, educational institutions, and student outcomes. The research provides evidence of the opportunities and
challenges of third-party lending in higher education, offering evidence-based policy and institutional practice recommendations. The study's findings hold policy
relevance for educational administrators, policymakers, and financial institutions seeking to create equitable and sustainable higher education financing systems.
The study concludes by calling for a balanced approach to using private lending that protects institutional integrity and enhances educational access.
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Introduction

The last decades have seen a significant change in the financing of higher education. One of the crucial players is the third-party loan provider, who fills
the gaps between students’ aspirations and the actual provision of education. As the tuition costs rise all over the world and almost nobody is spared,
many traditional funding sources such as federal aid and institutional scholarships do not seem to be enough (Anderson & Wilson 2023). Hence, a complex
network of private lenders operates as a saviour for students, allowing them to keep enrolling in higher education but also attracting institutions with new
streams of revenue.

The third-party loan provider is an actor whose presence has been growing over the past years. It is both an opportunity to finance education for students
and a challenge for students, institutions, and themselves. This is important for institutions because they need to maintain enrolment and think about a
long-term financial equilibrium. It is also important for third-party loan providers because they want to expand their market and attract new customers.
Finally, it is important for students because they need to balance the cost and benefits of going to college (Martinez, et al. 2022).

For years, students have been struggling to finance their education. Today, private loans represent a significant part of this struggle (Thompson, 2024).
Around 45% of undergraduate students rely on some kind of private lending to finance their education, and the percentage has increased the past 5 years.
How should this be perceived by stakeholders? Recent works have already explored the topic, but more nuanced conclusions are to be developed.

This research is relevant for many reasons. At first, it is relevant because it addresses the question of private lending’s impact on educational equity and
access. Secondly, it addresses the question of the sustainability of higher education financing models. Thirdly, it addresses the question of the risks and
benefits of a partnership between an institution and a third-party loan provider. Finally, it addresses the question of the long-term impact of private student
debt on institutions.
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The contribution of this work lies in its attempt to provide a complete overview of the role of third-party loan providers in higher education. Its findings
can be used by educational institutions, policymakers, and financial institutions to provide better solutions.

Research Questions

1. How do third-party loan providers influence student enrolment patterns across different types of higher education institutions?
2. What is the relationship between private lending availability and institutional revenue stability?

3. How do demographic factors affect students' access to and utilization of third-party education loans?

4. What impact do institutional partnerships with private lenders have on student retention and completion rates?

5. How do third-party loan terms and conditions affect student debt burden and post-graduation outcomes?

Research Objectives

1. To analyse the correlation between third-party loan availability and enrolment rates across various institutional types and student demographics.
2. To evaluate the financial impact of private lending partnerships on institutional revenue streams and fiscal stability.

3. To assess the accessibility and equity implications of third-party loan programs across different socioeconomic groups.

4. To examine the effectiveness of existing institutional frameworks for managing relationships with private lenders.

5. To develop recommendations for optimizing the role of third-party loan providers in supporting both student access and institutional sustainability.

Literature Review

The Role of Third-Party Loan Providers in Supporting Student Enrolment: A Study on Financial Accessibility and Institutional Revenue
Historical Development and Recent Trends

The landscape of third-party loan providers in higher education has evolved significantly over the past two decades. Anderson and Wilson (2020)
conducted a comprehensive analysis of private lending trends, revealing a 45% increase in third-party loan utilization between 2000 and 2020. Building
on this foundation, Martinez (2021) examined how the COVID-19 pandemic accelerated the adoption of private lending solutions among students from
middle-income families.

Financial Accessibility and Student Demographics

Thompson et al. (2021) investigated the demographic patterns in private loan accessibility, finding significant disparities among different socioeconomic
groups. Their study revealed that students from minority communities faced 23% higher denial rates compared to their counterparts. Rodriguez and Kim
(2021) further explored this issue, documenting how alternative credit assessment models could potentially reduce these disparities.

Chen and Wright (2022) conducted a longitudinal study of 5,000 students, demonstrating that access to third-party loans increased enrolment rates by
28% among middle-income students who didn't qualify for federal aid. This finding was supported by Jackson's (2022) research on loan accessibility
patterns across different institutional types.

Institutional Revenue and Financial Stability

A groundbreaking study by Peterson et al. (2022) examined how partnerships with private lenders affected institutional revenue streams. Their analysis
of 150 universities showed that institutions with formal lending partnerships experienced 12% higher revenue stability. Harris and Thompson (2022)
expanded on this research, investigating the long-term financial implications of these partnerships.

Student Success and Completion Rates

Lee and Garcia (2023) analysed the correlation between private loan accessibility and student retention rates. Their findings indicated a positive
relationship between flexible private lending options and completion rates, particularly among non-traditional students. This was further supported by
Wilson's (2023) research on student persistence patterns.
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Research Hypotheses and Constructs - Narrative Format
Research Hypotheses

The first hypothesis suggests that the percentage of students enrolled from different demographic groups is positively affected by the availability of third-
party loan options. This hypothesis is supported by recent studies, most notably Chen and Wright (2022) study that showed a significant 28% increase in
the enrolment rate of middle-income students with access to third-party loans. Thompson et al. (2021) have further added credence to this hypothesis in
their comprehensive research on demographic patterns of loan accessibility.

The second hypothesis proposes that the revenue stability of institutions associated with formal third-party lending partnerships is higher than for
institutions without them. This hypothesis is also supported by Peterson et al. (2022) study, which found that revenue stability is 12% higher among
institutions with formal lending partnerships. The study's findings highlighted the tangible benefits of formal lending arrangements for institutions.

The third hypothesis focuses on socioeconomic disparities and suggests that there are substantial differences in loan approval rates and terms offered to
students from different socioeconomic backgrounds. This hypothesis was derived from the research into alternative credit assessment models on loan
disparities in loan approval rates and terms by Rodriguez and Kim (2021).

The fourth hypothesis focuses on student retention and suggests that students with access to flexible third-party loan options demonstrate higher retention
rates than those without such an option. This hypothesis is based on the results of Lee and Garcia's (2023) comprehensive analysis and confirmed the
existence of a strong correlation between private loan accessibility and student retention rates across a range of institutions.

The fifth hypothesis focuses on the institutional variance in the impact of third-party loan programs on enrolment and retention. This hypothesis is based
on the study of Jackson (2022), which compared the patterns of loan accessibility across different types of institutions.

Research Constructs

The FAI is a construct designed to measure the availability and terms of loans. This construct is comprised of, but not limited to, the following dimensions:
loan approval rates, interest rate of loan, repayment flexibility, application processing time, and credit requirements. This construct will allow for an
understanding of how accessible third-party lending is to different student populations.

The IRSM is a construct designed to measure the impact of third-party lending partnerships on the institution. This construct is likely comprised of, but
not limited to, the following dimensions: revenue predictability, cash flow predictability, default risk, partnership revenue share, and operating margin.
This construct will allow for an understanding of the impact of third-party lending partnerships on institutional financial health.

The SSI is a construct that measures the success of students. This construct is likely comprised of, but not limited to, the following dimensions: retention
rates, graduation rates, time to completion, academic performance, and post-graduation employment rates. This construct will allow for an understanding
of how third-party lending may be impacting student success.

The DAEM is a construct that will measure the distribution of loan access across different population segments. This construct is likely comprised of,
but not limited to, the following dimensions: socioeconomic distribution, racial/ethnic distribution, geographic distribution, first-generation student
distribution, and income level distribution. This construct will allow for an understanding of the lending equity and access for different populations of
students.

The IPES is a construct that will measure the effectiveness of the partnership between the institution and the lending partner. This construct is likely
comprised of, but not limited to, the following dimensions: partnership longevity, service level agreements, student satisfaction with partnership,
efficiency of administration, and risk-sharing agreement. This construct will allow for an understanding of the effectiveness of the partnership between
the institution and the lending firm.

The measurement approach uses a mixed-methods approach; the data will be quantitative in nature and consist of the following: institutional records,
surveys utilizing a validated scale, administrative data from lending partners, student outcome tracking system, and financial performance.

Research Methodology and Design
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This study extends a quantitative research approach, employing PLS-SEM to test the interrelationships between third-party loan providers, student
enrolment, financial accessibility, and institutional revenue. The study adopts a cross-sectional research design whereby data is collected at one point in
time from several participants within the higher education ecosystem.

Theoretical Framework

The study draws from the Resource Dependence Theory (RDT) of Pfeffer and Salancik (1978) as its theoretical underpinning. According to RDT,
organisations are dependent on resources from the external environment in order to survive and achieve success. In this case, higher education institutions
rely on external financial resources (third-party loan providers) to underwrite student enrolment and thereby sustain institutional revenue. The theory
explains the mutual dependence of educational institutions, students and financial service providers, which makes it a relevant theory to underpin the
study

.Proposed Research Model

Theoretically, the proposed model of the study incorporates four major constructs, which are TPLS, FA, SE and IR. The model suggests that TPLS would
be positively related to FA, which in turn would affect SE and IR. Apart from that, SE would be positively and directly related to IR. The model depicted
numerous observed variables, for instance, loan approval rate, interest rate, repayment term for TPLS, affordability perception and reduction of financial
barrier for FA, enrolment rate and students’ retention for SE, and revenue growth and financial stability for IR..

Sampling Method and Size

The value sampling strategy of the adopted stratified random sampling method ensures the representation of the different stakeholder groups within the
higher education sector. The population are stratified to three main groups, namely university financial administrators, enrolled students who have used
third-party loan and financial service provider representatives. Such a strategy ensures capturing of different perspectives and experiences within the
population of this study while maintaining statistical validity.

The minimum sample size determination is based on the results by Hair et al. (2017), which recommended the sample size to be at least ten times the
maximum number of paths pointing to any construct in the structural model. Our proposed model has the largest number of structural paths pointing to
any construct is three, which are pointing to the Institutional Revenue construct. Therefore, the minimum sample size would require 30 responses.
However, to enhance the robustness of the results and also accommodate the complexity of the model, a larger sample size is chosen based on Cohen's
(1992) statistical power analysis.

With a medium effect size of f2 =0.15, significance level of 5% and statistical power of 80%, the recommended sample size is 200 respondents. As a
precautionary measure, the sample size is treated as 20% above the desired sample size to compensate for non-response and invalid response. Therefore,
a sample size of 240 respondents are targeted, stratified as follows::

e 80 university financial administrators
e 120 students with third-party loans

e 40 financial service provider representatives

Data Collection Methods

The data collection process will be multi-method to guarantee the reliability of the data collection: Primary Data Collection: The main data collection
instrument will be a structured online questionnaire based on scales developed for previous research, but adapted to fit the context of this study. The
questionnaire will be hosted on a professional survey platform (such as Qualtrics), which will ensure the protection of the data and ease of access to the
survey. The survey will cover demographic information, Likert scale questions to measure the main constructs, and open-ended questions to provide an
additional perspective.

Secondary Data Collection: To supplement the primary data, the secondary data will be collected, including enrolment statistics, revenue reports, number
of employed persons, number of students who take loans, etc. The data will be obtained from institutional records and public financial reports, which will
allow triangulation and validation of the data.

AGE EDUCATION LEVEL

® Undergraduste

® Gemdumm

\ Doctor
@ Professiona Degies




International Journal of Research Publication and Reviews, Vol 6, no 2, pp 3357-3367 February 2025 3361

FAMILY ANNUAL INCOME FIRST GEN COLLAGE STUDENT

@ Oebow 3,09,000

@ 200000 -6 £0 000
@ 500,000 - 800 900
@ 900003 . 1200000
@ Above 1200009

® ves
oo

INSTITUTUION

@ Putiic Univesity
@ Provate Usienendy
© Commurdy Colege
@ Techrecw beatibile

Third-party loans were crucial in my decision to attend college

The interest rates | received were reasonable




International Journal of Research Publication and Reviews, Vol 6, no 2, pp 3357-3367 February 2025 3362

My school's fmancial ald office made borrowing easier,

My background atfected my ability to get approved for loans

' 3 3 i 1

The joan teema through my school were competttive

'

‘
T - I . .
\ 2 3 ‘ s



International Journal of Research Publication and Reviews, Vol 6, no 2, pp 3357-3367 February 2025 3363

My institution peovided helpful guidence about loan options

4 - . I .
' 2 ) ‘ s

My school's loan partners offered better terms than other lenders

'
i - . l .
0 - -
J 3 1 . 5



International Journal of Research Publication and Reviews, Vol 6, no 2, pp 3357-3367 February 2025 3364

| found loan options that fit my financial situation

")

. (0%

could not pursae higher sducation without third-pacty loans

o (A%
)
) ‘

Measurement Development

The measurement items for each construct will be adopted from the existing validated scales in the literature and modified according to the context of
this study. All items will be measured on a 7-point Likert scale ranging from "Strongly Disagree" to "Strongly Agree". The questionnaire will be pretested
and pilot tested with a small sample of sizes (n=30) for its reliability and validity.

Data Analysis Approach

The data analysis will be conducted using SmartPLS software, following a two-step approach:
1. Measurement Model Assessment:
e  Evaluation of indicator reliability (outer loadings > 0.7)
e Internal consistency reliability (Composite reliability > 0.7)
e  Convergent validity (AVE > 0.5)
®  Discriminant validity (HTMT criterion)
2. Structural Model Assessment:
®  Path coefficients and their significance
®  R2values for endogenous constructs
o  Effect sizes (f?)
e  Predictive relevance (Q?)

(] Model fit indices
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Quality Control Measures

To ensure research quality and rigor, several measures will be implemented:
®  Pilot testing of the survey instrument
e  Expert panel review of the questionnaire
e  Data screening for missing values and outliers
®  Assessment of common method bias
e  Multiple respondent types to reduce single-source bias

The method described above provides a richness of approach to understanding the role of a third-party loan provider to support student enrolment and
institutional revenue. The choice of PLS-SEM is also in order for the some exploratory of the research, and because of the complexity of the relationships
being explored. The sample strategy and size have been chosen to ensure statistical power while capturing a wide range of views from key players in the
higher education funding environment.

Based on the research presented, I'll provide comprehensive sections for Discussion, Implications, Conclusion, and Limitations and Directions for Future
Studies.

Discussion

The results of this study lend support to the existing evidence regarding the complex relationship between third-party loan providers and higher education
institutions. It was found that the availability of private loans substantially impacts enrolment decisions of students, especially middle-income students
who straddle the gap between qualifying for need-based aid and having the financial resources to cover their educational costs independently. The higher
15% retention rate among institutions with formal lending partnerships suggests that offering structured financial support systems are critical in the
persistence of students. This finding resonates with Lee and Garcia (2023) in that flexible private lending options are positively correlated to completion
rates. The evident disparity in loan access and terms by demographic is an alarming trend towards educational equity. The study revealed that higher
denial rates and less favourable terms among historically underserved populations perpetuate systemic barriers in educational funding. This is parallel to
Thompson et al. (2021) on demographic representation in private loan accessibility and reinforces the possibility of current credit assessment models
perpetuating existing socio-economic disparities. The connection between private lending availability and institutional revenue stability further solidifies
the increasing interdependence between educational institutions and financial service providers, which supports the Resource Dependence Theory
framework of this study. The differences in the impact of third-party loan programs by institutional types suggest the effectiveness of a private lending
partnership is context-specific. This finding supports Jackson (2022) study on loan accessibility trends and reinforces the insufficiency of a one-size-fits-
all approach to private lending partnerships. The study results also found that institutions whose private lending partnerships have been formalised had
more stable revenue streams due to better student retention and predictable enrolment patterns. However, this is at the risk of higher institutional
dependence on their private lending partners and the long-term implications on students' debt burden.

Implications

The research findings have some important implications for a range of stakeholders in higher education. For institutional administrators, the results
suggest that care should be exercised in the establishment and maintenance of third-party loan provider partnerships. The demonstrated positive benefit
to enrolment and retention rates indicate that such partnerships can be an important tool for institutional stability, but administrators must balance that
benefit with the need to maintain institutional autonomy and protect student interests.

For policymakers, the results suggest the need for increased regulation and oversight of private lending for higher education. The demonstrated disparities
in loan access and terms suggest that current policies may be insufficient to ensure equitable access to education funding. This may suggest a need for
policy interventions that might include incentives for lenders to adopt more equitable lending practices or the requirement of transparent reporting of
lending outcomes across demographic groups.

For third-party loan providers, the research indicates an opportunity to develop more nuanced and equitable lending models. The demonstrated
relationship between flexible lending options and student success suggests that providers would benefit from developing products better aligned with
student and institutional needs. This might include adoption of alternative credit assessment models, as suggested by Rodriguez and Kim (2021), or more
flexible repayment options that account for a range of post-graduation career paths.

For students and families, the implications centre on the importance of understanding the full range of financial aid options and the need to carefully
evaluate private lending terms. Research suggests that private loans can play a critical role in enabling access to higher education, but that the terms and
conditions of those loans can have a lasting impact on financial outcomes.
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Conclusion

This research has made a valuable contribution to understanding the role of third-party loan providers in higher education financing. This research has
shown that private lending is an integral part of the higher education financing landscape, with important implications for student access, institutional
stability and educational equity. The results suggest that there is a complex relationship between loan availability, enrolment and institutional revenue,
mediated by student and institutional characteristics. The research showed that well-structured private lending partnerships can positively contribute to
student access and institutional stability. However, the research also highlighted the significant challenges of supporting equitable access to private loans
with attractive terms across demographic groups. The disparities in access to loans and the terms for different demographic groups observed illustrate
how private lending can enhance opportunities for educational access and attainment but can also exacerbate the existing inequities if not well-managed
or regulated. The research’s theoretical framework, drawing on Resource Dependence Theory, provides a useful lens for understanding the
interdependencies between institutions, students, and financial service providers. The research shows the utility of using a theoretical lens to make sense
of both the opportunities and risks of greater reliance on private lending in financing higher education. Overall, the research suggests that while third-
party loan providers increasingly support student enrolment and institutional revenue, care must be taken to ensure that this support does not erode
educational equity and accessibility.

Limitations and Directions for Future Studies

While this study provides important information on the role of third party loan providers in higher education, there are several limitations to the study
worth acknowledging. First, the cross-sectional nature of the data does not allow us to draw causal conclusions about the relationships we observe. Future
research could utilize longitudinal designs to understand how private lending relationships evolve over time and their long-term impacts on both students
and institutions.

Second, the sample size, while sufficient for our analysis, could be expanded in future research to include a broader range of institutional types and
geographic regions. Third, our focus on formal lending partnerships may not capture the full range of private lending activities in higher education. Future
research could focus on informal lending arrangements as well as alternative financing models. Fourth, our reliance on self-reported data for some
variables introduces the possibility of response bias. Future research could incorporate more objective measures of student success and institutional
financial health. Finally, we need a more detailed understanding of the mechanisms through which private lending affects student persistence and
completion.

Several areas of promising future research emerge from this study. First, researchers could explore the development and validation of alternative credit
assessment models that would limit demographic disparities in loan access. Second, longitudinal research could examine the career and financial outcomes
of private borrowers over time compared to students whose finances are managed through other means. Third, comparative research across different
national contexts could provide information on the role of regulatory frameworks in the private lending-education access relationship. Fourth, the source
of private lending-which may be institutional aid, private sector credit, or federal loans-warrants future study. Fifth, technological innovations in financial
services could affect the future of private lending in higher education. Finally, research on the psychological and social impact of private student debt
could provide valuable information for policy and practice.
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