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Since June of 2010, the Senate Committee on Health, Education, Labor and Pensions 

(HELP), lead by Senator Harkin (D-IA), has conducted a series of investigative hearings examining 

federal investment in for-profit colleges and universities.  The Senate HELP committee series of 

oversight hearings comes in the wake of a regulation promulgated in 2009 by the Department of 

Education (DoE), which was meant to weed out ineffective programs of study within schools.  For-

profit institutions are codified as “proprietary institutions of higher education” that provide “an 

eligible program of training to prepare students for gainful employment in a recognized occupation.” 

(20 U.S.C. §1002)  The regulation defined the statutory term “gainful employment” as meeting one 

of three standards: “At least 35% of former students are repaying their loans [defined as reducing 

the loan balance by at least $1]; the estimated annual loan payment of a typical graduate does not 

exceed 30% of his or her discretionary income; or the estimated annual loan payment of a typical 

graduate does not exceed 12% of his or her total earnings.” (http://www.ed.gov/news/press-

releases/gainful-employment-regulations)  The regulation is set to go into effect during the summer 

of 2012.  It is projected that the DoE regulation will eliminate ineffective programs of study; 

however, core problems of students graduating from for-profit institutions with skyrocketing debt 

and high percentages of students defaulting on federal loans will likely still persist.  

The combination of an economic downturn, a poor job market, and lax regulation, has led to 

a very quick rise of the for-profit college industry.  Many proponents of for-profit institutions view 

public and private non-profit institutions as having failed to adequately serve underrepresented 

minority populations. These same proponents believe that for-profit colleges fill a void in higher 

education by providing an education to these underrepresented minorities in greater numbers than 

traditional public and private institutions.  For-profit institutions also serve a significant adult 

population with vocation training geared specifically to a certain industry. 

While the for-profit sector has seen a recent rise in popularity, their statutory underpinnings 

formed decades ago. 1972 amendments to the Higher Education Act of 1965 gave students at for-

profit universities access to the government’s Guaranteed Student Loan Program, which provided 

them access to federally funded student loans. Later, Congress passed the Higher Education 



Technical Amendments of 1979, allowing private lenders to market student loans to proprietary 

institutions. These amendments removed a ceiling on the amount of federal interest subsidies that 

could be paid to participating lenders, reducing the substantial risk that previously existed with these 

types of loans.  These amendments, combined with technological advancements in Internet based 

course offerings have given way to the current landscape of for-profit education. 

Statistical comparisons of the for-profit college industry with traditional public and private 

non-profit colleges call into question the “success” of for-profit schools.  From 1998-2008 the for-

profit school sector grew by 236%, as compared to only a 21% growth in the public school sector, 

and 17% in the private, non-profit school sector. Comparatively, 95% of for-profit students take out 

federal loans to finance their educations, while 59% of private non-profit students and 47% public 

school students take out federal loans to finance their educations.  After the 2007-2008 school year, 

the average debt for bachelor’s degree recipients was $8,000 at public non-profit schools, $17,000 at 

private non-profit schools, and $30,000 at for-profit schools.  While for-profit schools only enroll 

12% of all college students, the sector accounts for 43% of federal student loan defaults.  

“In order to drive enrollment growth, for-profit schools spend heavily on television 

advertisements, billboards, phone solicitation, and web marketing.  The pressure on recruiters to 

enroll as many potential students as possible can give to recruiting practices that are overzealous or 

misleading.” (http://harkin.senate.gov/help/forprofitcolleges.cfm). For-profit institutions spend 

billions each year on recruiting and marketing, while community colleges spend just one or two 

percent of their considerably smaller budgets on marketing.  Steep incentives by for-profit 

institutions push recruiters to secure as many enrollees as possible, regardless of the prospective 

students' circumstances or objections. In many instances, recruiters are encouraged to be deceptive 

in terms of cost, graduation rates, or perspective employment.   

In the midst of several hearings by the Senate HELP committee, it has been recognized as a 

consensus that for-profit schools serve a very important role in educating a significant portion of 

our future workforce.  In a 2011 HELP Committee roundtable discussion, Daniel Hamburger, 

President and CEO of DeVry Inc., testified on behalf of the for-profit industry.  In his testimony he 

focused on the common ground that advocates for and against increased federal oversight shared in 

attempting to address many of the for-profit industry’s problems.  Mr. Hamburger refuted the 

notion that for-profit schools are not vested in the success of their students.  He advocated, that to 



ensure increased student success more accurate metrics of accountability would need to be 

established, alongside an industry-wide standard of best practices.  In this same roundtable 

discussion, Hayes Batson, Chairman and CEO of Regency Beauty Institute added that proper 

oversight should consider both the student and the taxpayer. 

While the for-profit industry’s realization of record profits, in the midst of high student debt, 

receipt of disproportionately high federal funds, and high default rates, are cause for immediate 

concern, it seems that both sides of the debate are committed to finding a solution beneficial to 

students, taxpayers, and schools.  As the HELP Committee moves forward in attempts to regulate 

the for-profit industry, their focus should be aimed at ensuring that these institutions are vested in 

good outcomes.  While a for-profit school does have an interest in pleasing its shareholders and 

operating at a margin, it is a school first and foremost, and its financial success should be grounded, 

at least to some extent, in the success of its students. 
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