
AV POLICY FOCUS: GAINFUL EMPLOYMENT IN HIGHER EDUCATION

Forthcoming Gainful Employment  
Regulations Will Hold Career Education 
Programs Accountable for Poor Outcomes

The Department of Education has announced plans to reinstate and strengthen federal 
regulations that will require career education programs to meet certain labor market 
outcomes standards for their graduates or risk losing access to federal financial aid. The 
proposed regulations are expected in the spring, with final regulations by November 1, 2023.

BACKGROUND ON GAINFUL EMPLOYMENT PROGRAMS

The original Higher Education Act, passed by Congress in 1965 and signed into law by President Lyndon Johnson – who 
called postsecondary education “no longer a luxury, but a necessity” – provided access to federal financial aid only 
for public and nonprofit colleges. Just a few years later, through updates to the law in 1968 and again in 1972, Congress 
responded to the calls from for-profit colleges and agreed to include them as eligible for federal financial aid. But there 
was a caveat, included in light of the rise in post-World War II for-profit scams financed with GI Bill dollars: Congress 
required that only for-profit programs that prepared students for “gainful employment in a recognized occupation,” 
and non-degree programs in any sector that met the same requirement, would qualify.

While that term was largely undefined for decades, by the start of the Obama Administration in 2009, the Education 
Department found itself contending with a growing for-profit problem. With the Great Recession underway, college 
enrollment spiked, as it often does when the economy is in a downswing and jobs are harder to find. Between 2006 
and 2010, for-profit college enrollment increased by 76 percent. Scandals followed, with investigations by lawmakers 
revealing widespread predatory practices, unmanageable debt loads, and poor outcomes for students.

The Obama Administration took action, publishing the first of the gainful employment regulations in late 2010; the 
rule sought to define “gainful employment” by the debt loads and repayment outcomes of graduates. While the 2010 
regulation was later struck down by a court, the Administration revised and reissued the regulations in 2014. Under 
that 2014 regulation, programs would be evaluated against two forms of a debt-to-earnings rate. Programs that failed 
to meet certain ratio thresholds would be required to provide warnings to their prospective and current students; and 
programs that continued to fail without showing improvement would lose access to federal financial aid altogether.

In 2017, then-Education Secretary Betsy DeVos initiated a rulemaking process that dismantled the 2014 rule, after 
having delayed and weakened some of its components to prevent full implementation before that. Since that rescission 
was finalized, gainful employment programs have not been required to demonstrate they meet the applicable terms in 
the statute. 

http://acsc.lib.udel.edu/exhibits/show/legislation/higher-education-act
https://tcf.org/content/commentary/betsy-devoss-shameful-repeal-gainful-employment-rule/
https://www.brookings.edu/blog/brown-center-chalkboard/2020/11/02/the-alarming-rise-in-for-profit-college-enrollment/
https://www.govinfo.gov/content/pkg/CPRT-112SPRT74931/pdf/CPRT-112SPRT74931.pdf
https://www.gao.gov/assets/gao-11-10.pdf
https://www.regulations.gov/document/ED_FRDOC_0001-0452
https://www.regulations.gov/document/ED-2014-OPE-0039-2390
https://www.regulations.gov/document/ED-2018-OPE-0042-13925


CHANGING BEHAVIOR AND PROTECTING STUDENTS: THE LEGACY OF THE 2014 RULE

The Department published the first year of debt-to-
earnings rates under the gainful employment rules in 
January 2017 – and even while no program could have 
lost eligibility under the rule after a single year failing 
the standards, the impact was notable. While virtually 
all of the approximately 800 failing programs were at 
for-profit colleges, a notable exception was Harvard 
University’s graduate certificate program in theater, which 
reported average loan debt of over $78,000 and post-
graduate earnings of just $36,000. Harvard quickly halted 
admissions for the program as a direct result of the failure.

 Harvard wasn’t alone in taking action after the data 
were released. A review of failing programs suggested 
that many of the programs had shuttered, in some cases 
because poor-performing and predatory colleges shut 
down entirely and in other cases because failing programs 
were shuttered after being labeled as failing. Meanwhile, 
research showed that programs that passed the GE tests 
were less likely to see either program or college closures. 
According to estimates from the Trump Administration, 
rescinding the rule would increase costs by over $5 billion 
in taxpayer-financed federal aid that would go to programs 
that couldn’t pass the 2014 rule’s tests.

More than 100 bachelor’s degree programs in the  
for-profit sector leave graduates with unaffordable  
levels of debt relative to their earnings. 

STRONGER THAN EVER: THE RETURN OF THE GE RULE

When the Biden-Harris Administration took office in 2021, it faced an added set of challenges. While reports of predatory 
practices, aggressive recruitment, and poor outcomes persisted, particularly in the for-profit sector, the pandemic was 
also raging. During the early days of the emergency, higher education enrollment declined, particularly at community 
colleges – but for-profit college enrollment grew over the same timeframe. First-time students, in particular, enrolled at 
for-profit colleges even while they stayed away from the public institutions that are often more affordable.

Those changes were particularly concerning in light of persistently poor outcomes in the for-profit sector. While two-
year for-profit colleges report higher graduation rates than public schools, those graduates are often earning very low-
value credentials. Nearly one in three for-profit certificate programs has labor market outcomes worse than the wages 
of a typical high school graduate; fewer than one percent of public certificate programs do. Among bachelor’s degree 
programs, both graduation rates and labor market outcomes are much worse in the for-profit sector. Only about one in 
four bachelor’s degree-seeking students (23%) at a for-profit college graduates within six years, compared with 42 percent 
of public college students and 57 percent of nonprofit college students. Worse, more than 100 bachelor’s degree programs 
in the for-profit sector leave graduates with unaffordable levels of debt relative to their earnings. 

In May 2021, the Administration announced it would form a rulemaking committee to once again put in place regulations 
governing gainful employment programs. During negotiations with key stakeholders in the field, the Department 
proposed to not only reinstate, but also to strengthen, those rules, as compared with the 2014 regulations. Its proposal at 
the negotiating table would use the same debt-to-earnings rates as were used in 2014, generally speaking; but would also 
require gainful employment programs to meet a minimum floor for earnings, equivalent to the median earnings of a high 
school graduate in the state where the program was located.

https://studentaid.gov/data-center/school/ge
https://www.nytimes.com/2017/01/13/upshot/harvard-too-obamas-final-push-to-catch-predatory-colleges-is-revealing.html?_r=0
https://www.nytimes.com/2017/01/13/upshot/harvard-too-obamas-final-push-to-catch-predatory-colleges-is-revealing.html?_r=0
https://www.nytimes.com/2017/06/30/upshot/new-evidence-shows-devos-is-discarding-college-policies-that-are-effective.html
https://direct.mit.edu/edfp/article-abstract/17/3/454/97144/Did-Gainful-Employment-Regulations-Result-in?redirectedFrom=fulltext
https://www.brookings.edu/blog/brown-center-chalkboard/2020/11/02/the-alarming-rise-in-for-profit-college-enrollment/
https://www2.ed.gov/policy/highered/reg/hearulemaking/2021/geoverviewinforates.pdf
https://nces.ed.gov/programs/digest/d21/tables/dt21_326.20.asp?current=yes
https://www2.ed.gov/policy/highered/reg/hearulemaking/2021/geoverviewinforates.pdf
https://nces.ed.gov/programs/digest/d21/tables/dt21_326.10.asp?current=yes
https://www2.ed.gov/policy/highered/reg/hearulemaking/2021/geoverviewinforates.pdf
https://www2.ed.gov/policy/highered/reg/hearulemaking/2021/index.html?src=rn
https://www2.ed.gov/policy/highered/reg/hearulemaking/2021/isspap3gainempl.pdf
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The Department is continuing to develop its proposal for 
gainful employment and plans to issue a proposed rule 
on which it will invite public comment in Spring 2023. If 
the Administration finalizes the regulations by November 
1, the new requirements will take effect beginning on 
July 1, 2024 – a new chapter in the long history of gainful 
employment. With those new rules in place, students 
and taxpayers will see stronger protections from low-
value and often overpriced programs in the for-profit and 
nondegree sectors – an important start toward ensuring 
a greater return on investment, since those sectors often 
show the poorest outcomes. 

Still, more work remains: While the poorest-performing 
programs are heavily concentrated in the for-profit and 
certificate sectors, they are not the only ones continuing 
to receive federal financial aid. As lawmakers consider 
additional updates to the Higher Education Act, reforms will 
be needed to ensure postsecondary education truly pays off.

To learn more, please contact Vice President of Higher 
Education Kelly McManus at (202) 655-2047 or 
kmcmanus@arnoldventures.org.

For more information: ArnoldVentures.org
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https://www2.ed.gov/policy/highered/reg/hearulemaking/2021/geoverviewinforates.pdf
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