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Gainful employment (GE) regulations, implemented by the Obama administration in
2015, were intended to hold for-profit and nondegree programs accountable by
assessing whether graduates’ earnings were high enough to justify the debt they had
taken on. Repealed under Trump, these rules could be reinstated by the Biden
administration. If so, policymakers should consider “rolling up” programs to include as
many programs as possible.
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first considered the ratio of annual student loan payments to total annual income, and
the second considered the ratio of annual student loan payments to discretionary income
(the amount above 150 percent of the federal poverty level). If the first ratio was more
than 12 percent and the second more than 30 percent, the program could risk loss of
Title IV eligibility (that is, they would no longer have access to federal grants and loans).

There are different ways to define a “program.” Programs, or majors, are organized by
Classification of Instructional Programs (CIP) codes. There are 47 broad categories that
are given two-digit codes, such as 26 (biological and biomedical sciences), which contain
four-digit subcategories (such as 26.08, genetics). Within these are specific six-digit
programs (such as 26.0804, animal genetics). In the 2018-19 award year, credentials
were awarded in 38 two-digit codes, 368 four-digit codes, and 1,423 six-digit codes.
Depending on your goal, two-, four-, or six-digit CIP codes might be appropriate.

GE regulations used six-digit codes, the most specific definition of a program. For privacy
and statistical stability, programs with fewer than 30 graduates (pooled across two
years) were not required to report data. This excluded a considerable share of programs
and students. As the figures below show, roughly 73 percent of GE-qualifying programs
and 23 percent of students in those programs would have been excluded from
measurement in the 2017-18 and 2018-19 graduate cohorts.

Who Gets Excluded from Gainful Employment Regulations?
Shares of programs and students in programs with fewer than 30 students
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Source: Author's calculations using 201617 and 2017—18 Integrated Postsecondary Education Data System data.
Notes: Postsecondary programs are organized by Classification of Instructional Programs (CIP) codes. Only for-
profit and certificate programs included.

Which types of programs are often too small to reach the 30-person minimum? Among
the seven most common two-digit programs offering undergraduate certificates, more
than half of computer science, engineering, and business programs are too small to be
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production; 40 percent of culinary, entertainment, and personal services; and 46 percent
of mechanic and repair programs are excluded.

One alternative is to report GE data at the four-digit level (as College Scorecard does) or
at the two-digit level. As the above charts show, this would increase coverage
significantly. However, this approach would likely obscure data on six-digit programs
that were already large enough to be assessed under old GE rules. For example, the poor
performance of an animal genetics program with 35 graduates, which previously would
have failed GE, might be masked by the performance of the other biology-related majors.

A different approach is to iteratively “roll up” programs within a given credential level to
four-digit or two-digit CIP codes, or even to the institution, until the threshold of 30
students is met. The concern, however, is potentially combining programs with very
different outcomes. For example, a failing program could be reported along with a
successful program, and either the failing program would get unfairly saved or the
successful program unfairly put at risk of closing.

How often does this happen? By definition, we don’t see GE outcomes for programs with
fewer than 30 graduates, so we can’t implement exactly the roll-up described above. But
we can roll up the programs we do see to the four-digit CIP code and see what happens.

First, the vast majority (76 percent) of six-digit programs in the GE data are the only six-
digit program with data within their four-digit program. (In our genetics example, that
would mean that either animal genetics is the only six-digit program within 26.08,
genetics or that all other genetics programs fall below the 30-graduate threshold, so we
don’t see outcomes for those programs in our data.) If we examine the small number of
four-digit programs containing multiple six-digit programs, the majority have the same
outcome: all passing or all failing. Only 10 percent of this small number of four-digit
programs with multiple six-digit programs have mixed outcomes, where at least one
program fails and at least one passes. The table below provides more detail.
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L Four-Digit Programs where All Six-Digit Programs:
Number of six-digit programs

within a four-digit program Pass Fail Mix
One 5,866 (91%) 558 (9%) — (0%)
Two 676 (88%) 36 (5%) 60 (8%)
Three 108 (82%) 5(4%) 19 (14%)
Four 28 (68%) 3(7%) 10 (24%)
Five or more 8 (40%) — (0%) 12 (60%)
All two or more 820 (85%) 44 (5%) 101 (10%)

URBAN INSTITUTE

Source: Author's calculations using 2015 Final Rates from the Office of Federal Student Aid.

The number of instances of disparate outcomes within a four-digit CIP code are much
lower than by chance. The overall failing rate is roughly 9 percent among six-digit
programs. If two six-digit codes were chosen randomly from our data, the probability of a
mixed outcome is 17 percent, more than twice the 8 percent actually seen. Similarly, if
three were chosen, the probability of a mixed outcome is 25 percent, compared with 14
percent, and if four were chosen, the probability is 32 percent, compared with 24
percent.

However, the chance of mixed outcomes is clearly not zero, so there is a trade-off: Is
including more programs worth the cost that some successful programs may be grouped
together with some less successful programs? We believe it is.

First, these smaller programs would not be included at all should GE regulations be
revived without alteration. More data and accountability is better than less. Second,
passing programs are more likely to pull a failing program up than vice versa (because
there are far more passing than failing programs), so the risk of a program unfairly
deemed as failing is low. Finally, any program deemed failing is given a chance to improve
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A final benefit of this roll-up strategy is that it also minimizes “gaming” by program size—
administrators capping programs at 29 students or dividing programs into smaller
subprograms to avoid scrutiny. For GE to work, it needs to cover all eligible programs.

The Urban Institute has the evidence to show what it will take to create a society where
everyone has a fair shot at achieving their vision of success.
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