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Private nonprofit, for-profit universities could soon
get regulatory relief
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Bad press, combined with federal rules and regulations disproportionately targeting the higher
education alternatives, have taken their toll on nonprofit and for-profit universities in recent
years — but that could soon change.

For-profit and private nonprofit colleges and universities offer career-building options separate
from traditional public universities. Small class sizes, hands-on training and flexible schedules
are common features designed to help students obtain degrees, practical jobs skills and
employment-related certifications.

Student bodies also are diverse, and not just demographically. Active military members,
veterans, adults at various stages of life, and those with jobs and children are more intentionally
accommodated. As a result, enrollment has skyrocketed over the past two decades.

But regulatory change is afoot. In February, Arthur Keiser, chancellor and CEO of Fort
Lauderdale-based Keiser University, was named chairman of the National Advisory Committee
on Institutional Quality and Integrity.

The committee will make recommendations to U.S. Secretary of Education Betsy DeVos — a
noted Florida education reformer — regarding accreditation and institutional eligibility for
federal student financial aid.

Keiser University is a private nonprofit school with nearly 20,000 students enrolled across 18
Florida campuses. It offers 100 degrees at the doctoral through associate level, and employs
3,800 staff and faculty, according to its website.

Other large Florida private nonprofit universities include Nova Southeastern, St. Leo, Barry and
the University of Miami. Together with Keiser, they serve about 87,000 students.

More recently, the U.S. Department of Education signaled a potential policy shift when it
allowed additional time for postsecondary schools to appeal “gainful employment”
determinations issued by the Obama administration in its final days.
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“This action is taken to allow the Department to further review the (gainful employment)
regulations and their implementation,” a statement from the acting assistant secretary for the
federal student aid office said in March.

Billed as an accountability measure, outgoing Education Department officials released the first
student loan debt-to-earnings rates on Jan. 9, pursuant to regulations finalized in 2014. At stake
is access to federal student financial aid, the lifeline for for-profit and nonprofit career schools.

Industry representatives viewed the 11th-hour release as a parting shot from an administration
overly hostile to higher education alternative career schools.

Steve Gunderson, president and CEO of Career Education Colleges and Universities, a
membership organization of 470 campuses offering career training programs, said the decision
was “all about political motivations and harming institutions” and had “nothing to do with
expanding higher education access and opportunity or creating sound public policy.”

“It is time to stop the war,” Gunderson said in a statement.

Schools now have until July 1 to submit appeals and comply with formerly enacted regulatory
disclosure requirements.

The former administration regulatory actions were bolstered by high-profile disasters in the
career training space in which it played an active role.

For-profit colleges made headlines when California-based Corinthian Colleges
International closed or sold off more than 90 nationwide campuses in 2014 amid allegations of
falsified job-placement data and predatory lending.

Last year, the federal Consumer Financial Protection Bureau accused ITT Tech of pushing high-
cost predatory loans on vulnerable students. The school closed after DOE required it “to boost its
cash reserves,” and ultimately cut off access to federal student aid.

The industry also has received negative publicity for high student loan default rates, which
some scholars say is on par with public universities when comparing similar student body
demographics.

Federal gainful employment regulation

The federal gainful employment regulation is supposed to protect students and taxpayers from
dishonest career programs that don’t deliver enough post-graduate earnings to justify tuition
costs, and thereby student loan debt.

According to the DOE, the law requires that most for-profit programs and certificate programs at
private nonprofit and public institutions prepare students for “gainful employment in a
recognized occupation.”
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“That is a high bar in a global economy known for not only job redundancy, but also radical
sector disruption, often before a career school grad has earned his or her associate’s or
bachelor’s,” contends Forbes education author James Marshall Crotty.

It also singles-out for-profit career schools, and to a lesser extent private nonprofit schools, as
their students overwhelmingly depend on financial aid. Legally, for-profit institutions can
receive up to 90 percent of their funding through federal Title IV student aid programs. Private
nonprofit schools can receive 100 percent.

Cutting off Title IV student loans and grants would effectively bankrupt the schools.

Industry groups are looking to the Trump administration to relieve existential pressures imposed
through harsh evaluation standards embedded in the framework of the Obama-era regulations.

Under the gainful employment rule, colleges whose graduates have an average annual loan
repayment rate of less than 8 percent of their total earnings, or less than 20 percent of
discretionary earnings, will receive a passing grade for their gainful employment program.

A graduate repayment rate between 8 percent and 12 percent of total earnings, or between 20
percent and 30 percent of discretionary earnings, is labeled “the zone.” Repayment rates above
12 percent of total earnings, or 30 percent of discretionary earnings, is considered failing.

If a college registers two failing grades in any consecutive three-year period, it loses all federal
Title 1V student aid. Four consecutive years of the zone also will lead to a loss of all federal
student aid funding — a death sentence.

According to the Jan. 9 press release from the DOE, over 800 programs serving hundreds of
thousands of students failed the Obama administration’s accountability standards, and an
additional 1,239 programs are in jeopardy of failing. Ninety-eight percent were programs offered
by for-profit colleges.

The concentrated figures appear to be evidence of what many critics have characterized as a
biased regulatory crackdown.

“There is no for-profit that hasn’t had an investigation or lawsuit action,” said Eric Juhlin, CEO
of the Center for Excellence in Higher Education, at a Cato Institute panel discussion in
Washington, D.C., two weeks after the November election.

“The allegations alone are so damaging that those institutions will oftentimes pay whatever is
necessary to resolve that [and] move it forward just to get it out of the press,” Juhlin said.

Neal McCluskey, director of Cato’s Center for Educational Freedom, said the previous
administration placed an “unfair focus” on for-profits and “somewhat of a demonization to the
exclusion of looking at all sectors.”

“It’s not like there aren’t a lot of problems in for-profit higher education, because there are.
There’s good reason to scrutinize that sector,” he said. “But there’s good reason to scrutinize all
sectors.”
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The Obama administration first unveiled its gainful employment proposal back in 2010, before
the implosions of Corinthian College and ITT Tech. One year later, Keiser University switched
from a for-profit institution to a private nonprofit university.

Composite scoring
A related, but entirely different holdover regulation, is set to take effect July 1.

Known as composite scoring, new financial health rules will soon be applied to nonprofit and
for-profit colleges and universities across the country. Public universities, backed by the full
faith and credit of their respective states, are not subject to composite score tests.

A composite score will signify the overall financial health of the higher education institutions
along a scale of -1.0 to 3.0. A score of 1.5 or higher is considered financially responsible. A
score of 1.0 to 1.4 is still financially responsible but invites oversight from DOE, including cash
monitoring.

Schools with scores of less than 1.0 are considered financially irresponsible and can only
participate in federal student financial aid programs under a provisional certification.

Sixty-five nonprofit institutions currently fall into the failing category, according to the National
Association of College and Business Officers. The Washington, D.C.-based postsecondary
advocacy group says an additional 62 private nonprofits are in the 1.0 to 1.4 range.

“NACUBO and other associations have long questioned (the Department of Education’s)
methodology in calculating the composite scores,” the organization explained in a statement this
week.

It’s not yet clear how the Trump administration will address the Obama-era regulations, but the
options are clear: stay the course, rollback unnecessary overreach or effectively scrap the new
rules altogether.

According to the Department of Education, composite financial score ratings, like the gainful
employment rule, “is not a reflection of the quality of education at a given school.”
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