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Latest Gainful-Employment Proposal
Pleases No One

By Kelly Field
Washington

The Education Department took heat from both sides of the

negotiating table on Monday, with for-profit-college leaders

arguing the agency had gone too far with its latest "gainful

employment" proposal, and student and consumer advocates

saying that it had not gone far enough.

On one side of the room sat Margaret Reiter, a former deputy

attorney general of California who has prosecuted several for-

profit colleges, and Barmak Nassirian, a state-college lobbyist and

a vocal critic of the sector. On the other sat Marc Jerome,

executive vice president of Monroe College, and Brian Jones,

general counsel for Strayer University.

For seven hours they and the other members of the department's

rule-making panel argued over a rule that would judge vocational

programs based on their graduates' student-loan-debt burdens

and their former students' ability to repay their loans. From the

start, it was clear the panelists would have a hard time reaching

consensus by Wednesday, when negotiations are set to end.

Mr. Jerome and Mr. Jones began by pressing department officials

to explain their decision to add two new gauges to the latest

proposal: a loan-repayment test and a program-level cohort-

default rate.

Under the department's original rule, programs would have been

evaluated based solely on their graduates debt-to-income or

discretionary debt-to-income ratios; under the revised plan, they

would also have to show that all their borrowers were paying the

interest on their debt and not defaulting in large numbers.
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John Kolotos, the department's negotiator, said it was trying to

account for borrowers who didn't finish their programs. He

argued that the loan-repayment and cohort-default thresholds

were a floor that all institutions should be required to meet,

regardless of the debt-to-income ratios.

"If your students can't make payments that at least cover interest,

that's an extreme situation to be in," he said, calling the standard

"evident on its face."

Mr. Jerome responded that the department was "ignoring other

self-evident metrics," such as program-completion rates.

Student and consumer advocates said the department had set the

thresholds too low, and called for tougher standards. They

pointed out that, under the department's proposal, a program

could pass even if its borrowers weren't paying down their debt

and more than a quarter of its borrowers were in default.

"Think what you're telling taxpayers," said Mr. Nassirian. "We're

putting out all this money on the street, and we don't expect to get

it back."

Mr. Kolotos agreed that the repayment-rate standard was low and

said he was open to other suggestions.

Concerns About Community Colleges

Meanwhile, representatives of community colleges complained

that they would be unfairly punished when their students

borrowed beyond the cost of attendance, since colleges aren't

allowed to limit borrowing on a programwide basis.

"You're using a performance measure that we have no control

over," said Richard Heath, director of financial aid at Anne

Arundel Community College. He suggested that the department

cap the debt it would consider at tuition and fees when calculating

its debt-to-income ratios, as it did in its original rule.

Much of Monday's debate was theoretical because the department

has not released an analysis of the proposed rule's effect. Mr.

Kolotos promised that the department would produce one "as
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soon as possible."

The lack of data riled several negotiators, including Raymond

Testa, vice president for government affairs and compliance for

the Empire Education Group. He said it was "ludicrous to think

you can negotiate a metric without data."

In the business world, he said, "you would never make a decision

without knowing what the impact would be."

The panel also got into a heated debate about whether the rule

would be fair to institutions that serve many low-income and

minority students, with representatives of for-profit colleges

arguing that the department should adjust its metrics to account

for student demographics.

"At some point, we have to talk about the elephant in the room,"

Mr. Testa said.

Mr. Jerome circulated a series of graphs showing that colleges that

serve large numbers of Pell Grant recipients and black students

would be much more likely to fail the repayment test. He said that

was evidence that loan repayment is "not a reflection of

institutional quality but demographics."

Mr. Nassirian called the charts "a little incendiary and

manipulative."

"I don't contest that poverty has its own gravitational force," he

said. "The issue is overreaching and suggesting that the institution

makes no difference."

Rory O'Sullivan, policy and research director for Young

Invincibles, a youth advocacy group. said he was "uncomfortable"

with the suggestion that "we lower expectations based on race."

He argued that institutions that do a good job of serving at-risk

students would pass the department's tests.

"It's only the programs that are really bad and really bad for their

demographic that will come under these thresholds," he said.
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But Rhonda Mohr, a student financial-aid specialist in the office of

the California Community College's chancellor, said many of her

programs would fail the department's tests, "and I don't consider

us bad actors."

"When I saw the draft regulation, my stomach dropped because I

thought a whole lot of my community colleges are not going to

pass," she said.

Attention From Congress

This is the second time the department has sought to define

"gainful employment" for purposes of awarding federal student

aid. For-profit colleges sued to overturn the first rule, forcing the

department back to the negotiating table this fall.

Republicans in Congress have criticized the rule and have

attempted to block it through legislation. Rep. Virginia Foxx of

North Carolina, chair of the House of Representatives higher-

education subcommittee, attended part of Monday's session to

"get a bird's-eye view," as she told reporters.

In an email sent later, she called the discussion "eye-opening."

"It's my hope the Department of Education provides responses

soon to many of the questions about the practical implications of

administering so-called gainful-employment rules that were left

unanswered," she wrote.

Negotiations over the gainful-employment rule will continue here

on Tuesday and Wednesday. If the panel fails to reach consensus

on a rule by the end of Wednesday, the department will be free to

propose whatever definition of gainful employment that it wants.
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educat ion2011 •  5 hours ago

The government wants to restrict college choice , just like it wants to tell you what

type of healthcare you need. Basically, the department believes students don't

have the wherewithal to choose a school on their own. If these rules were so good

then they should apply to all schools. Every high priced 4 year non profit would
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then they should apply to all schools. Every high priced 4 year non profit would

lose programs . Another example of an overreaching big brother government .

  2  
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graddirec tor  •  4 hours ago education2011

Excuse me, but, the only issue discussed in this article are rules about

how GOVERNMENT (IE tax payer) money are being spent in the federal

student loan program. If you are as politically conservative as you sound, I

would think that you would be a huge advocate for making sure that money

is being lent in such a way that the program has a chance in having it paid

back. Saying that it is "over reaching big brother" to put strict rules in place

to prevent this money being wasted does not seem very consistent with a

conservative political philosophy. Nothing in these rules would prevent

anyone from paying for any program out of their own pocket. The thing is,

many of these expensive programs with poor employment outcomes could

not run without these loan programs because folks who have the money to

pay tuition have much better options (or do not need additional education at

all).

My fiscal politics are center, trending to right of center. I am a strong

advocate for student loans and other aid for those who are too poor to pay,

since this is an investment in building the US economy which can bring

people out of poverty. What this rule making is trying to prevent is folks

who do not have the skills to know they are being scammed from using

large amounts of tax payer money to pay for "educational" programs that

will not actually improve their employment prospects, or for programs that

are very over priced compared to future earnings potential. Personally, I do

not want to see my tax dollars being used in such a wasteful way. Instead,

I want to see my tax dollars invested in ways that benefit the economy,

bring people off of food stamps, and will eventually be paid back into the

investment pool to help the next generation. Student loan programs should

be self sustaining. They are not due to high default rates.
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t ribblek   •  an hour ago graddirector

@graddirector: Excellent response. I am slightly left of center, and

am all for helping the poor. I think part of this problem is that we

have designed colleges for a fraction of the population (where only

a small subset of the populace has the intelligence, perseverance,

and resources to succeed), but we now have a culture that

ensures that you can only have a decent life and respect in your

community if you have a college degree (many jobs that used to

only require a high school diploma are now requiring a 2 year or 4

year degree). This puts enormous pressure on our citizens to get a

degree, and that's why they are willing to do "extreme borrowing" to

pay for it.

Of course, administrators are pressured to have high

graduation/retention rates (which also means keeping these

students in classes as long as possible... increasing revenues),

and so they pressure departments and programs to keep retention

high... and so we end up with grade inflation and special exceptions

and so on. And now, the college degree is worth what a high school

degree was worth 40 years ago. It's your "ticket" to a good job. And

so... how does one stand out from the crowd? Go for that Masters

degree... and the bubble keeps expanding.
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Feudi Pandola •  an hour ago

The federal government ALREADY HAS all of the data needed to do gainful

employment calculations for the rest of eternity. There is no need whatsoever to

force schools to provide the exact same data as already exists within the SSA and

the Department of Education. Frankly, I don't see one single benefit from GE regs,

but again, the data is already there so why force schools to waste more money
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but again, the data is already there so why force schools to waste more money

that could be far better spent on STUDENTS.

  1  

• Reply •

cao3rd  •  32 minutes ago Feudi Pandola

Yes, I guess I am perplexed as well Feudi, they have the data . . . so what

is the issue?
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willynil ly  •  40 minutes ago

The only intelligent way to evaluate this "he said, she said" dilemma is to simply

gauge how loud and how long the for-profit scam schools scream, holler, threaten

and throw tantrums. A huge uproar and desperate actions on the part of the

scammers will clearly signal to regulators and law enforcement that the regs are

well designed and will work in eradicating the fraud perpetrated by these

unscrupulous profiteers. With strict enforcement we will finally succeed in ridding

higher education and the public, in general, of this national embarrassment. We

eagerly look forward to the coming days when higher education will be cleansed of

this horrible stain of fraud, and public confidence will once again be restored to our

nation's higher education system.
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