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Greater State Scrutiny Needed for For-Profit Colleges
By Victoria Jackson
Due to the COVID-19 pandemic, undergraduate enrollment has fallen dramatically at traditional
two- and four-year colleges (both public and private) but only slightly at for-profit institutions,
continuing a shift in recent enrollment patterns that raises serious concerns. 1 For-profit colleges
have been shown to be less effective at providing students with good employment opportunities
after graduation and generally saddle them with greater levels of debt, particularly relative to their
earnings. This is particularly true for students who have low incomes or are over age 24, Black,
Latinx, parents, or veterans — groups that are more likely to attend for-profit institutions. State
policymakers should strengthen regulation of the for-profit sector to better protect students and
restrict the use of state financial aid at for-profit colleges. States also should improve support for
public colleges, which face the largest recent enrollment declines and deep cuts in state funding. 2

Enrollment Declines Much Smaller at For-Profit Colleges
Nationally, across institutional sectors undergraduate enrollment was down 4.4 percent for the fall
2020 semester compared to fall 2019. Enrollment fell by 9.5 percent at public two-year colleges, 1.9
percent at public four-year colleges, 2.1 percent at private nonprofit four-year colleges, and just 0.1
percent at four-year for-profit colleges. 3
Enrollment among first-time, first-year undergraduates (meaning those who hadn’t previously
enrolled in higher education) declined sharply, by 13 percent. (See Figure 1.) Public two-year colleges
had the greatest losses, which were concentrated among Native American, Black, and Latinx
students; enrollment fell by over 25 percent for all three groups. 4
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FIGURE 1

Due to lax federal and state regulation, significant spending on advertising, and an existing model
for delivering instruction online, for-profit colleges are better positioned to recruit students in an era
of social distancing. 5 Prior to COVID-19, 72 percent of students at four-year for-profit institutions
were attending completely online, compared to only 12 percent of students at public four-year
institutions. 6
These enrollment trends are concerning because of the negative outcomes for many students
from attending for-profit institutions.

More Debt, Worse Job Outcomes for Students Attending For-Profit Colleges
For-profit institutions have lured a growing number of students in recent years by advertising
widely and often using misleading claims about job placement rates, but they have a well-
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documented history of waste, fraud, and abuse. 7 Students attending them borrow more for college
and have a harder time repaying their debt, and often the degrees or credentials they earn have little
value in the job market or for pursing further education. 8 Students who attend for-profit colleges
have worse employment and earning outcomes than students in other sectors. 9 Also, the high-profile
closures of Corinthian Colleges, ITT Technical Institute, and Argosy University provide examples of
for-profit colleges defrauding students, misusing public funds, and using misleading advertising. 10
The Obama Administration responded to these poor outcomes and abuses by strengthening
regulation of for-profit colleges. 11 But the Trump Administration rolled back the Obama-era
regulations, reducing these institutions’ accountability for predatory behavior. 12
For-profit colleges target students who are eligible for federal and state financial aid and are
looking for greater economic mobility. Students who are Black, over 24, women, veterans, low
income, or single mothers are all overrepresented. 13 Despite only enrolling about 8 percent of all
students, for-profit colleges receive 12 percent of all federal financial aid, nearly 33 percent of GI
Bill funds, and 40 percent of other military aid to students. 14 Veterans’ benefits are appealing to for-
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profit colleges because they don’t count toward the federal “90/10 rule,” 15 which stipulates that no
more than 90 percent of a for-profit college’s revenue can come from federal financial aid. 16
State policies have also enabled the for-profit sector, through both lax regulation and state
financial aid policies. Twenty-six states allow the use of need-based aid at for-profit colleges. (See
Figure 2.) 17
FIGURE 2

One example is the Ohio College Opportunity Grant, Ohio’s only need-based aid for students. 18
In fact, students attending for-profit colleges in Ohio are eligible for a higher maximum grant than
students attending community colleges, four-year public college satellite campuses, or Central State
University (the state’s only public Historically Black College and University) because for-profit
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colleges charge higher tuition. 19 Allowing the use of need-based aid at for-profit institutions signals
to students that for-profit institutions provide a similar quality of education to other sectors despite
significant evidence that they do not.

States Can Do More to Protect Students
Some states have taken steps to regulate the for-profit college sector. Maryland has enacted laws
to protect veterans from exploitation by for-profit colleges, protect students financially if they are
defrauded by failed colleges, and prevent for-profit colleges from converting to nonprofit status
while still sending most of their revenue to their former owners. 20 Maine enacted a law requiring forprofit institutions to devote at least 50 percent of their total spending to instruction. 21 The Biden
Administration will likely seek stronger regulation of for-profit institutions at the federal level, but
states, too, should protect students from predatory for-profit institutions, 22 such as by:
•

Prohibiting the use of state financial aid at for-profit colleges;

•

Limiting the percentage of revenue that for-profit colleges can spend on advertising;

•

Requiring for-profit colleges to devote at least 50 percent of their spending to instruction;

•

Implementing a state-level 90/10 rule that requires for-profit colleges to show they do not
receive more than 90 percent of their tuition revenue from federal funds including veterans’
benefits;

•

Providing higher education governing boards with more regulatory authority over for-profit
colleges.
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