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Government

March 14, 2014

Revised ‘Gainful Employment’ Rule
Breaks Little New Ground

By Kelly Field
Washington

The Education Department released a revised "gainful

employment" rule late Thursday, a little less than two years after a

federal judge threw out the original measure, calling portions of it

"arbitrary."

The new proposal hews closely to a draft version rejected by a

rule-making committee in December, judging for-profit and

vocational programs based on their graduates’ debt levels and

their borrowers’ default rates. The cutoffs for programs to pass

and fail the rule are unchanged from the draft proposal, as are the

associated penalties.

After the revised rule is published in the Federal Register, the

public will have 60 days to comment on it. The department will

consider that feedback before publishing a final rule in the

following months.

Debt-to-Earnings Measures

Under the new proposal, programs would fail if their graduates'

student-loan debt payments exceeded 12 percent of their incomes

and 30 percent of their discretionary incomes, the same ratios as

in the original rule and the draft considered by negotiators this

past fall.

As in the draft, programs whose graduates have debt-to-income

ratios of 8 to 12 percent or debt-to-discretionary-income ratios of

20 to 30 percent would fall in "the zone," and would have to warn

students that they might become ineligible for aid.

Programs that failed both debt-to-income tests twice in any three-

year period or were in the zone for four consecutive years would
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be ineligible for federal student aid.

However, the department did make a couple of key concessions to

for-profit institutions in the latest rule, exempting programs with

30 or fewer borrowers, rather than 10, and extending the assumed

repayment period to 15 years for bachelor’s and master’s degrees

and 20 years for doctoral programs. The combined changes bring

the rule back in line with the 2011 version.

Cohort Default Rates

But the new rule differs from the original in one key respect:

Rather than evaluating programs based on loan-repayment rates,

it would judge them based on programmatic cohort default rates.

That change was made in response to the court’s finding in 2012

that the department had shown no reasoned basis for its

repayment rate, James R. Kvaal, deputy director of the White

House’s Domestic Policy Council, said in a conference call with

reporters on Thursday.

Mr. Kvaal said the Obama administration was confident that the

new standard could survive a legal challenge because the

programmatic cohort default rate mirrors the well-established

institutional one. In keeping with the institutional cohort default

rate, it would cut off aid to programs whose borrower default rates

exceeded 30 percent for three consecutive years.

Roughly 8,000 programs would be subject to the metrics,

including vocational programs at public and private institutions

and all programs at for-profit colleges. Together, those programs

receive roughly $26-billion in federal loans and $10-billion in

federal grants per year.

In December the department estimated that a full 13 percent of

programs subject to its latest draft proposal at that time would fail

the proposal’s two-part test, while 7 percent more would fall into

the zone that would trigger warnings to students.

It’s unclear how the department’s concessions would affect those

numbers, but Secretary of Education Arne Duncan told reporters

on Thursday that a "one-year snapshot" suggests that 20 percent

of programs would fail and 10 percent would be in the danger
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zone. He hastened to add that those were "very rough numbers"

and promised that institutions would be given "time to improve."

"The goal is not program elimination," he said, "but making sure

taxpayer dollars are used wisely."

For-Profit Group’s Response

For-profit colleges wasted no time in criticizing the rule. In a news

release issued Thursday evening, their main trade group, the

Association of Private Sector Colleges and Universities, warned

that the rule would "deny millions of students the opportunity for

higher earnings."

"The government should be in the business of protecting

opportunity, not restricting it," said Steve Gunderson, the group’s

president.

Mr. Gunderson called the department’s rule-making sessions this

past fall a "sham," saying the series of meetings with negotiators

had been held "with the sole goal of reaching a predetermined

conclusion."
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• Reply •

Hootyman •  3 days ago

> including vocational programs at public and private institutions and all programs

at for-profit colleges....

Why only certain programs at the "not-for-profits"? Are these rules put in place to

protect students and taxpayers or are they there to protect certain institutions.

All for some regulation which attempts to make sure the outrageous price of

college is worth the taxpayer's investment - and as a taxpayer I frankly do not care

if it is a "for-profit" or a "not-for-profit" institution - both should be held to the same

standard.

  16  

dabergeron  •  3 days ago Hootyman

There are a few programs at for-profit institutions that, under the specific

language of the Higher Education Act, do not need to lead to gainful

employment. For example, certain liberal arts programs at a couple of now

for-profit institution that existed and were accredited before a specific date
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• Reply •

for-profit institution that existed and were accredited before a specific date

are exempt from the requirement. The number of students enrolled in

these programs is very small and it would require a change in law to

subject these programs to the "GE" regime.

  

• Reply •

jamesrovira  •  3 days ago Hootyman

You should care. Do you want your taxpayer dollars that are allotted to

education to go toward instructional support or toward shareholders' bank

accounts?

  3  

• Reply •

sillywillie  •  3 days ago jamesrovira

Or towards outrageous administrator salaries? Those exist at both

the for-profit and non-profit... but outrageous coaches salaries are

almost completely the realm of the non-profits.

  1  

• Reply •

TinkerTailor1620  •  3 days ago jamesrovira

Or toward climbing walls, upscale cafeteria eateries, private

apartment-style dorms, two new administrators, the new deputy

assistant head basketball coach for left-handed power forwards,

and a dozen new adjunct faculty to replace the five tenured faculty

positions they just got rid of?

  2  

• Reply •

sirach  •  3 days ago TinkerTailor1620

Precisely what's going on at my school. The new rec center

will go up - the old one will will probably become an athletics

center. Enrollment is down and we lost academic funding.

Students will pay the same total price tag (fees plus tuition)

for less value (classes will be lost, teachers will be lost,

graduate assistantships will be lost). But they will have a

gorgeous new rec center in a a couple of years (which

they've been paying for since last year) and a well-paid

athletics director - yup - just got a raise. Oh am I

complaining? Hm, wrong pot of money. Of course you can't

move money around. But it is perfectly OK to pay more for

less.

The consultants who helped push this through will make

their money, so will the developers. YOU parents will have

to pay for what your students say OK to without a quibble.

(Read the literature in the athletics and facilities

management magazines). Faculty and some students who

care can do nothing to stop this stuff. It's about time parents

started paying attention.

It's about time Boards of Visitors and Governors did too.

  

• Reply •

dlldk8j  •  19 hours ago jamesrovira

That's bogus. The shareholders at the "non-profits" are the

administration and the tenured elite. They cut themselves huge

salaries that are much larger than anyone should make at a tax-

exempt institution that's supposedly working for the good of the

people. The seven figure salaries for the presidents are obscene

but so are the six figure salaries for the fancy professors.

It would be one thing if tuition were reasonable but it's not.

  1  

withatwist  •  14 hours ago dlldk8j

Really there should be a rule that no public employee in a
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Really there should be a rule that no public employee in a

state is permitted to earn more than the governor, which is

an average of $125k/year across all states. So if a governor

earns $120k/year, absolutely no other public employee

should be allowed to have compensation that goes above

that -- including fringe benefits. Public service jobs were

never meant to be lucrative, but what they lack in bloated

pay, they more than make up for with job security and

career satisfaction.

They say they have to pay the university president

$500,000+/year plus fringe benefits in order to "attract the

best people" ... Bull. The best people are the people who

are passionate about education and want the best for their

institutions, not people who come with MBA's and want to

run the institutions like corporations.

  

• Reply •

dlldk8j  •  3 hours ago withatwist

Most schools could do perfectly well with the 3rd or 4th best

people who usually cost half the price or even less.

IT's obscene what some schools will do to hire name-brand

people.

  

• Reply •

Hootyman  •  4 hours ago jamesrovira

> Do you want your taxpayer dollars that are allotted to education to

go toward instructional support or toward shareholders' bank

accounts?

I want my tax dollars to go to the institutions who are getting the job

done - regardless whether they are for-profit or not-for-profit.

Frankly I find that the not-for-profits are wasting huge sums of

money in that they have no incentive for cost containment - even as

they cherry pick the best students and then point to the for-profits

who are serving, largely, the population that not-for-profits have

decided to abandon.

  

• Reply •

sillywillie  •  3 days ago Hootyman

"Why only certain programs at the "not-for-profits"?

Because the rule is less about protecting students and federal aid dollars

and more about putting for-profit schools out of business. Higher education

is already rife with double standards when it comes to accountability - this

is just more of the same.

  6  

• Reply •

jamesrovira •  3 days ago

Students who are defaulting on their students loans, apparently, aren't

participating in those "higher earnings."

  2  

• Reply •

sillywillie  •  3 days ago jamesrovira

No, only those students defaulting on their loans from for-profit schools

aren't participating in those "higher earnings."

Evidently, those students from not-for-profit schools defaulting on their

loans aren't in need of protection by federal regulations.

  3  

big_tony •  3 days ago

Has anyone applied these standards to law schools (for profit or otherwise) to see
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• Reply •

Has anyone applied these standards to law schools (for profit or otherwise) to see

how they would fare?

  3  

• Reply •

Unemployed_Northeastern  •  3 days ago

see more

 big_tony

A huge number of law schools would become ineligible for federal student

loans if "Under the new proposal, [law school] programs would fail if their

graduates' student-loan debt payments exceeded 12 percent of their

incomes and 30 percent of their discretionary incomes."

At the most expensive law schools, students can graduate with nearly

$300,000 in student loans when including average undergrad debt, living

expenses and mounting interest on those unsubsidized grad school loans,

even a NYC market rate law firm salary of $160k would fail. $300k in

student loans is a ~$3600/month student loan payment on the standard

ten year repayment plan, or $43,200/year after taxes. $160k in NYC is

about $90k or $95k after federal, state, and municipal income tax.

The average law school student loan debt will come in about $135,000 for

the Class of 2013 (the figures haven't been released yet, as far as I know,

but it was about $125k for the Co2012). To that sum, we must add

undergrad debt - let's take the three years ago average of $25k - and

interest on those law school loans, since they aren't subsidized - that will

be another $10k or so. So all in, the average law grad's debtload will be

  4  

• Reply •

99Luftballons  •  3 days ago Unemployed_Northeastern

You wrote:

A huge number of law schools would become ineligible for

federal student loans

Isn't that exactly what should happen?

  2  

• Reply •

dlldk8j  •  19 hours ago 99Luftballons

Yes, yes. Please let it happen. Please.

  

99Luftballons  •  3 days ago big_tony

big_tony, shouldn't it come as a surprise to the law schools when they are

cut off? Shouldn't the rules apply across all colleges and programs?

All those who believe in "the life of the mind" and sneer at vo-tech

programs shouldn't care about "gainful employment" rules. Why should

they? They and their students aren't supposed to care about "gainful

employment." Let the chips fall as they may. But any rules that fail to cut

off many programs are clearly inadequate given the large number of

underemployed college grads.

What is unclear about law schools is why they aren't being cut off based

on the track record of loan defaults or lack of timely substantial repayment.

IBR should be no protection for the law school. Recent history criteria

mean less scope for gaming the system. 

Many law schools should become ineligible based on their recent

graduates lack of success since 2009.

Many grad schools should become ineligible based on their production of

adjuncts.

What's sauce for the goose is sauce for the gander
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• Reply •

What's sauce for the goose is sauce for the gander

But "the longest journey starts with but a single step" means that taking the

first step at least starts the journey.

  

• Reply •

Unemployed_Northeastern  •  2 days ago big_tony

P.S. There are a handful of for-profit accredited law schools, most notably

those run by the Infillaw Group. Their costs are very high, and their

employment outcomes are very low.

  

• Reply •

dlldk8j  •  19 hours ago Unemployed_Northeastern

Dude. The outcomes for the bottom half of ANY school are horrible.

That includes Harvard, Yale and Stanford.

  

• Reply •

Unemployed_Northeastern  •  17 hours ago dlldk8j

I've met some unemployed Harvard Law grads in bar

association events around Massachusetts, though in a few

instances, unrealistic expectations may play an outsized

role in their fates (and superficially, the multi-thousand dollar

suit and many-thousand dollar watch one of them was

wearing would indicate that employment was not really an

issue). Harvard Law is a huge school, nearly 600 people per

year (and a few hundred more in LLM and SJD programs),

so one would almost expect a few laggards in any given

class. But Stanford and Yale are both so small (under 200

per class) and so sought-after that I do not believe their

grads have employment issues,* and I am as cynical as it

gets in the realm of law school outcomes. Oh, and neither

school has traditional grades or class rank anymore, either..

*Beyond a few individuals who may be super-brilliant but

suffer from deep-seated personality issues that make them

unpalatable to employers.

  

• Reply •

docm6704 •  3 days ago

Perhaps the rule would vanish if nonprofit and public universities were held to the

same standard? From a student's point of view, the investment in human capital

is the same. Why should "bad investment" be tolerated just because the legal

form of the institution is more favored by the government?

  6  

• Reply •

TinkerTailor1620  •  3 days ago docm6704

Because it's precisely that legal form of institution they're trying to get rid

of. They can't pass laws against it, they haven't been able to find them

breaking enough of the kinds of laws that would shut the good ones down,

and the sound ones aren't going away by themselves. So the next attempt

is to try and regulate them out of business with bureaucratic rules that

don't have to go through the legislature. I can't imagine this surviving a

court challenge, though, if public and private non-profit schools aren't

included in the requirement.

  

• Reply •

soapy •  3 days ago

I completely agree with Mr. Gunderson that "The government should be in the

business of protecting opportunity, not

restricting it." However, for-profit is NOT where the opportunity lies!

  3  

99Luftballons  •  3 days ago soapy
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• Reply •

soapy, your logic would lead to the legalization and government support of

Ponzi Schemes since they clearly provide "opportunity" for a few.

  1  

• Reply •

soapy  •  3 days ago 99Luftballons

No it wouldn't. I guess how you define opportunity as it relates to

education makes the difference.

  

• Reply •

99Luftballons  •  3 days ago soapy

soapy, "how you define opportunity" is the key to the "gainful

employment" discussion. In the 1968 Oliver Twist musical

Fagin runs a school for the young dispossessed of London.

He opens a world of opportunity for Oliver and the rest. He

teaches them to be criminals.

Protecting the "opportunity" of schools, rent seekers, and

those who profit from student debt/misfortune is highly

undesirable. The use of the word "opportunity" is

misleading.

The government should be in the business of jailing those

that mislead, deceive, trick or exploit students regardless of

legal structure. It should make civil suits easy to win on

misleading advertising, marketing, advisers and recruiters.

But going after the for-profit sector seems like a good first

step, though these measures seem on the weak side,

though something is better than nothing.

  

• Reply •

soapy  •  3 days ago 99Luftballons

I think there is a misunderstanding 99Luft, either on my part

or on yours. I quoted Gunderson sarcastically, since I do not

agree with his conclusion. As I noted in my original post, I

agreed that government should be in the business of

protecting opportunity (quoted Gunderson), but I ended it

with this does NOT mean the for-profit!! My intention was

that the government should protect us and the students

from the for-profits! 

I am in complete agreement with your posting above. 

Going after the for-profits is a great first step. And as I'm

sure you have read in the last few days, a step the states

are taking on themselves and I congratulate them for it.

(leaving out for now how this may or may not be the best

long-term way to deal with the for-profits on a national

scale).

  

• Reply •

99Luftballons  •  3 days ago soapy

soapy, I misunderstood. Sorry. I find the words "protecting

opportunity," or similar words, used to justify much mischief

in both sectors.

  

• Reply •

soapy  •  3 days ago 99Luftballons

:-)

Agreed.

  

TinkerTailor1620  •  3 days ago soapy

Not where YOU think the opportunity lies, Soapy. For many others, it's the

only opportunity they have for going to college. At least that's their fervent
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• Reply •

only opportunity they have for going to college. At least that's their fervent

belief. Why don't you argue that with them?

  

• Reply •

soapy  •  3 days ago TinkerTailor1620

I would, gladly. As you noted, it is their belief. That does not mean

it's the best solution available to them, or even a good one. It

means that with some research they can find better options. And

many students who have left the for-profits with huge debts and

little prospects admit this.

  

• Reply •

TinkerTailor1620  •  3 days ago soapy

You mean they can find what YOU believe are better

options. Isn't it pretty arrogant to believe you know better

than someone else what's best for them? Someone you

don't know, and don't know his or her personal or financial

circumstances, have never lived like him or her, don't know

his or her family, relationship, or work status? Yet you're

going to tell them what's best for them to do with the rest of

their lives, Mighty Oz?

If you read the survey results sponsored by the Kresge

Foundation and reported here in the Chronicle in that past

couple of weeks (I won't go find it for you), who is no fan of

for-profit schools, you'll find that just as many students have

graduated from the for-profits without huge debts and with

good prospects. Another third of the alumni weren't sure yet

and were giving it time to see if it was eventually worth the

cost and time to them.

I bet you'd hear largely the same stories from dropouts and

alumni from just about any traditional public college you

could find, too, but everyone seems to be afraid to ask them

the same things they ask people from for-profit schools.

Afraid of the answers they might get, I reckon.

  

• Reply •

Unemployed_Northeastern 
•  2 days ago

 TinkerTailor1620

Improper conflation of a survey of for-profit grads only (and

only about 38% - 40% of for-profit students graduate) with

what you think will be similar outcomes for "dropouts and

alumni" from public colleges. Whether sloppy or

disingenuous, your comparison is improper and stratagem

transparent.

  

• Reply •

Guest  •  2 days ago Unemployed_Northeastern

First, that wasn't the point of my comment, only a final

passing observation. Second, your aside about the

percentage of for-profit students who graduate show it isn't

far behind public school rates. Third, I clearly said because

no one has dared ask the same survey questions of public

and private nonprofit students we'll never be able to

compare the two, but that I bet you would get similar

responses. The "dropouts" referred to an earlier discussion

where it was insisted that dropouts should have been

included in the original survey. An educated hypothesis isn't

sloppy, disingenuous, or improper.

  

categorical •  3 days ago

For-profit education reeks of conflict of interest and should be condemned as
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• Reply •

such. It has little or nothing to do with public good.

  

• Reply •

dlldk8j  •  18 hours ago categorical

If the non-profits didn't pay such high salaries to the tenured elite and if

they didn't waste so much money on worthless construction, I might agree

with you. But the non-profits do such a good job at lining the pockets of the

"share holders"-- the tenured elite-- that I don't. They should be

condemned too.

  

• Reply •

johnny_meat •  2 days ago

A victory for all who love government intrusion and regulations stacked upon

regulations.

  

• Reply •

dlldk8j •  2 days ago

Wow. This could kill a number of programs from non-profits who send their

students to adjunct positions. It's easy to exceed the limits when you're making

next to nothing.

  1  

• Reply •

Alan Trevithick  •  a day ago dlldk8j

Well put, and the whole "college as a ticket into the middle class" blather of

our higher ed leaders is, on that score alone, entirely bankrupt.

  1  

• Reply •

Unemployed_Northeastern  •  19 hours ago Alan Trevithick

What do you mean? According to studies funded by organizations

with financial ties to student lending, the college premium has

never been greater! Everyone needs a college degree! Or better

yet, five or six college degrees!

  

• Reply •

dlldk8j  •  18 hours ago Unemployed_Northeastern

Double PhDs for all!

  1  

• Reply •

Unemployed_Northeastern  •  17 hours ago dlldk8j

I seen patent attorney listings that require a PhD in addition

to the JD. That's 4 + 3 + at least 6 = 13 years of

postsecondary education. Thrown in a MBA or a postdoc,

and one needs to be in college until they are middle aged to

get a job.
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