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Protecting NYC Students from
Poorly Performing For-Profit
Colleges

In this testimony before the NYC Department of Consumer
Affairs, Matt Chaban, CUF's policy director, details how many for-
profit colleges in the state leave students with a little education
and huge debts they struggle to repay because they did not
receive the education they were promised.

by Tom Hilliard & Matt A.V. Chaban

Testimony of Tom Hilliard, Senior Fellow for Economic Opportunity
& Matt A.V. Chaban, Policy Director and Fisher Fellow
at the NYC Department of Consumer Affairs' "Speak Up, Speak Out" Student Dept Forum
June 20, 2018

Good evening Commissioner Salas and fellow panelists. | am Matt Chaban, Policy Director for the Center for an Urban
Future, an independent, nonpartisan policy organization based here in the city that is dedicated to increasing economic
opportunity and expanding the economy for all New Yorkers.

New York’s economy is enjoying record employment. Yet for too many of the city’s residents, it remains a struggle to make
ends meet. One of the surest ways to get ahead is a college degree, and succeeding in today’s economy has become
increasingly difficult without some kind of post-secondary credential. There are many options to doing so, and each year, tens
of thousands of New Yorkers turn to for-profit colleges to help them earn a degree—and a better future.



Unfortunately, far too many for-profit college programs in New York state leave students with mountains of debt and little else
to show for it, as the Center revealed in an April study on the relationship betweenNew York State’s student loan crisis and

the for-profit college sector. In fact, our research found that many graduates earn no more than they would have if they only
had a high school diploma. The big difference is that graduates of for-profit schools often take on burdensome debts that they

will struggle to pay back on their limited salaries.

Not all for-profit schools leave their students with little education and loads of debt. Some programs rival traditional public and
private schools in terms of educational, financial, and professional outcomes. It is incumbent on policymakers such as
yourselves to ensure this is the case with all of these schools—not least because many of the students at for-profit colleges
can hardly afford to be shortchanged. According to the Center’s research, roughly half are the first in their families to attend
college, and the vast majority are black or Hispanic.

Every New Yorker has a stake in for-profit schools being fair and effective. Not only will this strengthen the city and state’s
economy, but students at for-profit schools are not the only ones paying for an inferior degree. So is every taxpayer, since
tens of millions of dollars in state aid is paid out to for-profit colleges each year.

Among our findings were:

e Graduates of for-profit colleges face high debt burdens. At nearly two in five for-profit programs of study (38%),
student loan repayments totaled more than 8 percent of their annual earnings, placing an enormous burden on these
students as they entered the workforce.

e Students are at risk of student loan default because of low post-graduate incomes. At three in four programs of
study at for-profit colleges, graduates earned less than $25,000 annually—the same as the averagehigh school wage
for New Yorkers in their late twenties. At 9 percent of for-profit programs, graduates earned less than the federal
poverty threshold.

e Both for-profit colleges and public colleges have low graduation rates, but students at for-profit colleges are
much more likely to take out student loans and struggle to repay them.Eight out of ten (81%) students at for-
profit colleges seeking an associate degree take out student loans, compared to fewer than four in ten students at
public community colleges (38%). Students who leave for-profit colleges are twice as likely as community college
students to take out a loan and then fail to repay even a dollar of that loan after three years (56% vs 21%).

e New York State is subsidizing colleges that exploit their students. The Tuition Assistance Program provides need-
based financial aid to low-income students. In 2015, $72 million in TAP funding went to for-profit colleges; $37 million
of that total—more than half—went to colleges with at least one program of study that failed the federal “gainful
employment” test, which requires that no more than 12 percent of post-graduate income goes to repaying student
loans.

Both New York State and New York City should take action to protect students. The city could start by reviving DCA’s
successful “Know Before You Go” campaign that educated city residents about the danger of choosing colleges that lead to
excessive student loan debt.

The city should also address the ways in which it promotes for-profit colleges against the best interests of students. High
school guidance counselors, for example, often do not make a distinction between for-profit colleges and other types of
colleges when explaining local higher-ed options to students. Similarly, workforce training providers may recommend for-
profit colleges to jobseekers looking for marketable skills, failing to appreciate the high debt burden and inconsistent labor
market value associated with these colleges. New York City should systematically ensure that people who provide advice and
direction for the city are themselves well informed about college options that could expose students to harm.

City officials could also help persuade the state to tighten institutional eligibility for the Tuition Assistance Program to exclude
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colleges that saddle students with debt they cannot repay.

| look forward to learning more tonight about the lived experience of student loan debt in New York City.
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