
February 4, 2014 

The Honorable Barack Obama 
President of the United States 
1600 Pennsylvania Avenue 
Washington, DC 20500 

Dear Mr. President: 

Our organizations-which work on behalf of students and college access, veterans, consumers, and civil 
rights-were heartened by your remarks last August when you so etTectively summed up the problems 
in the for-profit college industry: 

[T]here have been some schools that are notorious for getting students in, getting a bunch 
of grant money, having those students take out a lot of loans, making big profits, but 
having really low graduation rates. Students aren't getting what they need to be prepared 
for a particular !leld. They get out of these for-profit schools loaded down with 
enormous debt. They can't find a job. They default. The taxpayer ends up holding the 
bag. Their credit is ruined, and the for-pro!lt institution is making out like a bandit. 
That's a problem. 

Your administration now bas an opportunity to better protect taxpayers and students, including our 
nation's veterans, service members and their families, ti·om predatory career education programs. The 
Education Department is developing draft regulations to enforce the statutory requirement that all career 
education programs that receive federal funding, whether at for-profit, public or nonpro±]t colleges, 
''prepare students for gainful employment in a recognized occupation." The negotiated rulemaking 
panel convened last year by the Department to develop the draft regulations was unable to reach 
consensus. Even after the Department made multiple changes requested by the fm-profit college 
industry representatives that dramatically weakened the draft regulation, the for-prot]t college industry 
representatives objected to it. The changes would have made the regulation so weak on predatory 
colleges and so hard on low-cost, high-perfom1ing colleges that not a single negotiator voiced support 
for the Department's last proposal. 

We urge the Administration to issue promptly a stronger, more effective proposed regulation so that the 
urgently needed rules can be t1nalized by November 1, 2014, and go into effect by July 1, 2015. At a 
minimum, we believe the regulation should include the following t]ve elements: 

1. 	 A repayment rate or another metric to effectively prevent programs with high borrowing and 
high dropout rates from receiving federal funding. A low completion rate is one ofthe ways that 
programs can fail to prepare students for gainful employment, particularly when they leave school 
with substantial debt. But programs where 99% of the students drop out with heavy debt that they 
are unable to pay down could still pass the Depmiment's most recent proposal. A program-level 
cohort default rate (pCDR) was the only metric in that proposal to assess the outcomes of students 
who do not complete a program. However, a pCDR alone is not sufftcient for at least two reasons. 
First, the well-documented manipulation of cohort default rates by some for-pwtlt college 
corporations undermines their 1neaning. Second, default is an extreme situation, n1casuring whether 



borrowers have failed to make any required payments in at least 270 days and does not measure 
whether students are able to pay down their loans. To be clear, we believe that a strong repayment 
rate or other metric addressing programs with high borrowing and high dropout rates should be a 
separate requirement that gainful employment programs must pass, in addition to the other tests, in 
order to retain eligibility. 

2. 	 A meaningful approval process to weed out programs that will not prepare students for gainful 
em ploymeut in the specified occupations before they harm students. Programs that lack the 
programmatic accreditation or other attributes needed for graduates to be hired in the tleld should 
not be eligible to receive taxpayer funds, yet the Department's most recent proposal would allow 
funding to continue to flow to these programs. For example, federal funding should not be available 
for dental assisting and other medical programs whose graduates are ineligible for the licensing 
exam required to work in that field. Subsidizing such programs misleads students, who trust the 
federal government to fund only worthwhile programs and is clearly inconsistent with the statutory 
requirement that all career education programs receiving federal funding "prepare students for 
gainful en1pl.oyment in a recognized occupation,'' 

3. 	 Borrower relief that is fair and provides a greater incentive to improve weak programs. The 
Department proposed partial relief--at no cost to taxpayers-for some students who enroll in 
programs that the Department ultimately determines systematically and consistently fail to prepare 
students for gainful employment in the specified occupations. We believe students should not be 
responsible for any loans they received to attend such programs. Providing full relief to all such 
students is not only t~oir, it also provides a more effective incentive for schools to improve their 
programs so they never have to provide such relief. 

4. 	 Meaningful debt-to-earnings standards. The debt-to-earnings standards in the Department's last 
proposal were so weak that literally thousands ofprograms with median and mean debt levels that 
exceed their graduates' entire discretionary incomes would not fail the standards. This is clearly too 
low a standard. Students and taxpayers deserve better. 

5. 	 Protection for schools offering low-cost programs in which most students do not borrow. The 
final 2011 gainful employment regulation automatically passed all low-cost programs where the 
majority of graduates do not borrow. The federal district court reviewing the regulations upheld this 
provision, which recognized that such programs do not consistently leave students with unaffordable 
debts. The new draft regulation should also. In contrast, the Depa1tment's last proposal would 
unintentionally jeopardize funding for many of these low-cost programs because the mctrics would 
consider only students receiving Title IV funding, which in many cases are a small, umepresentative 
share of the program's students. These proposals would incentivize more schools to leave the 
Federal student loan program, lead to the voluntary or involuntary closure of effective, low-cost 
programs, and is at odds with related statutory precedent which acknowledges the importance of the 
share of students borrowing in applying default rate sanctions. 

We believe these tlve elements are essential, but there are other areas in which thoughtful proposals 
were submitted by negotiators that merit ti.mher consideration. Several of the negotiated rulemaking 
panel working groups and individual negotiators developed detailed proposals to strengthen the 
regulation in important ways while reducing its burden on high-performing, low-cost colleges. For 
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example, the Department's proposals do nothing to increase the accuracy or comparability of the job 
placement rates that schools advertise to students. As the commissioner of the National Center for 
Education Statistics told the negotiated rulemaking panel in September, the exclusion of deceased 
students is just about tbc only thing that the many current def1nitions of job placement have in common. 
In light of this lack of comparability and the increasing evidence of widespread manipulation and 
intlation ofjob placement rates in the for-profit college industry, the proposals by the working group on 
job placement arc timely, thoughtful, and practical. 

We applaud the Members of Congress who recently sent a letter to Secretary Duncan urging the 
Administration to move decisively towards issuing a ±1nal regulation. We thank you for yom leadership 
in seeking to improve higher education and career opportunities for all Americans. We and our 
members and supporters stand with you and look forward to the prompt issuance a stxengthened gainful 
employment rule and other urgently needed steps to enforce current laws to better protect students, 
taxpayers, and our nation's economy. 

Sincerely, 

AFL-CIO Mississippi Center for Justice 
The American Association of State Colleges National Association for Black Veterans, Inc. 

and Universities (AASCU) (NAB VETS) 
American Association of University Professors National Association for College Admission 

(AAUP) Counseling 
American Association of University Women National Consumer Law Center (on behalf 

(AAUW) of its low-income clients) 
American Federation of Teachers (AFT) National Consumers League 
Americans for Financial Rctorm National Education Association 
Association of the United States Navy (AUSN) The National Guard Association of the 
Center for Law and Social Policy United States (NGAUS) 
Center for Public Interest Law National Women Veterans Association of America 
Center for Responsible Lending New Economy Project (formerly NEDAP) 
Children's Advocacy Institute NYPIRG 
Consumer Action Paralyzed Veterans of America 
Consumers Union Public Advocates Inc. 
Consumer Federation of California Public Higher Education Network of Massachusetts 
Council lor Opportunity in Education (PH EN OM) 
Criltenton Women's Union Public Citizen 
East Bay Community Law Center Rebuild the Dream 
Generation Progress Service Employees International Union 
Initiative to Protect Student Veterans Student Veterans of America 
The Education Trust United States Student Association 
The Institute for College Access & Success U.S. PIRG 
Institute for Higher Education Policy (IHEP) V cteran Student Loan Relief Fund 
Iraq and Afghanistan Veterans of America Veterans Education Success 

(lAVA) Veterans for Common Sense 
The Leadership Conference on Civil and VetJobs 

Human Rights VetsFirst, a program of United Spinal Association 
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League of United Latin American Citizens Vietnam Veterans of America 
l'v!ALDEF Young lnvincibles 

cc: 	 Hon. Arne Duncan, Secretary of Education 
Hem Cecilia Mufioz, Director, White House Domestic Policy Council 
Hon. Gene Sperling, Director, White House National Economic Council 
Hon. Sylvia Mathews Burwell, Director, Office of Management and Budget 
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Public 4-year 4.8% 

Public 2-year or less 6% 

For-profit 12.2% 

Charles River Associates for the Career College Association, "Report on Gainful Employment," April2010, and 
communications with author Jonathan Guryan. Calculations from the Beginning Postsecondary Students Survey: 1996 
cohort and 2001 follow-up. Default rates after controlling for race, gender, persistence and completion, Pell grant 
receipt in 95-96, family AFDC receipt in 94-95, parent or own income (if dependent), and dependency status. 



prnfll institutions, only 22 per(ent earn degrees from those 

institutions \vi thin six ye;us. By contrast, students at public 

.m(! prival.e nc;nprofi.t colleges ;mel universities graduate at 

r,1tes tvvo to three Limes higher----55 and 65 percent, respec

l·t Ce1tninly, ns representative'> from the for-profits 

argue, tbesc n1..1mbcrs du not include all of their students, 

especially those \Vho attend pent-time or transfer in to the 

instilution. Bw that, of course, is true of the federally 

wported graduation rates ror other colleges, as well. 1 ~ 

;'vlmcovcr, the research is very dear: The first-time, full-time 

students included in federal graduation rale 

cdcubtions are rbe most likely to graduate, so these figures 

may actu:-1ily overestimate the lrue. completion rates. 1'; 

ln full-page ads (n major nnvsp<lpers, lhe for-profit insti

tutions rm1ke the e:<cuse t.hal, because they provide access to 

lhe lcdst prepared cmd most disadvantage(L they can11ot be 

t<<pect.ed 1.0 graduate large poninns of tbeir students. These 

slumeCulJy low expecla1ion.s are disturbing, and the excuse 

dc,rs :Lot ~);lss must.u. ln most cases, public and private 

nonprofit instilutions vvit.h similar admissi.ons policies or 

;;inti la r percen[ages of lovv- income slUdents graduate these 

similar students at higher rilles (see'ntble 1). 

The graduation ral.es at tvvo-year and less than two-year 

hr-pl·otlt college:> are bct.teL At. tv;'o-year for-profits, 60 

percent of students earn ;n1 associ0te's degree or certificate 

within three years. At less than l\VO··year for-profits, 66 

pe:-ce11t earn a crede11tiaJ \-vithin three years. These comple

licJ!L rates are consiclerab1y higher than the 22-percent rate 

at public connnur1iLy colleges. 11 

Ordinarily, we ""Tould celebrate that success, as we have 

for publlc and nonprofit private institutions in a series of 

Tal:!!e 1: S~x-Year Graduation Rates in Four-Year institutions 

Private 
Public Nonprofit For-Profit 

Table 2: Unmet Need Among Low-Income Students 

Expected 
Cost of Family Unmet 
Attendance, Contribution, All Grant Need, 

Type of Institution 

nonprofit 

2007 2007 Aid, 2007 2007 

c_$1-'-5,"-19cc3_ __:$_:3,"-79:_1___:$_:1''-42_4_$1 0,978Public 

r~ute. Dat<l are not uvo:I~!Jie lor private, nanproiit 1wo-year or;d iess til tin tWO"Yililr instiHition:; 

becouse of small sample sizes 

Sourc~: Educatio~ Trust m1Diysi:; nf NPSAS:08 us1ng ?owerStacs; Fu!Hime, iuii-year, unH-in>titu\ion 

depe~dBnt stud ems in the bottom hP.If of tho intornr. distribution are included in this l1r:alys1s. 


recent publications. IS However, the data on the amount of 

debt that students incur at. for-protits gives us serious pause. 

Students' inability to pay back the debt strongly suggesls 

that the crec.lentials students are earning at these schools, 

witb tl1e intention of preparing themselves for lucrative 

jobs and careers, may not be worth Lhe cost. Even if they 

graduate, iL seems dear tlnt they are not entering the jobs, 

and bringing home the inwme, they had planned for when 

they entered the institution. 

AT WHAT COST? 
The price tag for attendance at for-profit institutions is high. 

At alllcvels--four-yea1~ two-year, :omd less than two-year

tuition and fees in 2009-10 at for-profit col lege:-; soar above 

lhose at public institutions.B And once grant aid is taken 

into account, the out-of-pocket cost-or unmelneed--"·for 

lmv-income students at for-profit schools is even higher 

than at private nonprofit colleges and universities, which 

use institutional grants to help defray college costs.20 

At four-year lor-profits, lmv-income. students rnust End 

a vvay to finance almost $25,000 each year, with only a 22

percent chance of graduating. On the other han(t students 

at four-year private nonprofit institutions have a lower 

unmet need of .SlG,GOO (see Table 2) and graduate at rales 

three times higher. Moreover, private nonprofit institutions, 

while costing students less, actually spend three and a half 

times more on each student than for-profit institutions do.'' 

rHt EDUCf\l"ION TRUST i SUB PRIME OPPORTUNITY: THE UNFULFJLLED PROMISE OF FOR-PROFIT COLLEGES AND UN!VERSITIES NOVEMBER 2010 3 
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