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How much money would you bet on a casino game where you

only win 25% of the time? How about one where you only win
10% of the time? When it comes to higher education, the
federal government makes this bet with taxpayer dollars

every year, and it’s in the billions.

Last year, the federal government gave institutions of higher
education nearly $130 billion in federal student aid (not
including educational tax benefits) to fund the education of
10 million students under the implicit assumption that these
institutions will provide students with the opportunity to
gain the knowledge and skills they need to better their

lives.! Yet, like your odds of winning thousands from a
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scratch off at your local 7-11, far too often this bet just isn’t

paying out.
Graduation Outcomes

Those who complete a bachelor’s degree earn about twice as
much as those who only graduated from high school. 2 But
those who start college and don’t complete are the most
likely to default on their students loans—even though they
often have much less loan debt than their degree-holding
peers. 3 With debt and no degree, non-completers often end
up in a more difficult situation than if they had never

attended college in the first place.

Yet last year, U.S. taxpayers sent close to $3.2 billion to 106
institutions that graduated fewer than 10% of their first-
time, full-time students. 4 This amounts to over $8.7 million
taxpayer dollars per day going to institutions where students
have more than a nine in 10 chance of not finishing. Out of
the more than 91,500 first-time, full-time students these
institutions enrolled, fewer than 9,150 of them earned a
degree at the institution where they started. This federal data
does not tell the whole story, given that it doesn’t include
rates for part-time or transfer students. But with numbers as
low as 10%, counting all students would almost certainly not
bump these schools to acceptable levels, as many transfer
students never graduate from any institution and part-time

students are much less likely to graduate at all. >

$3 BILLION INTAXDOLLARS TO

INSTITUTIONS WITH LESS THAN A 10% GRADUATION RATE

B ®

CAMPUS-BASED AID GRANTS STUDENT LOANS
$57,000,000 $1,486,000,000 $1,614,000,000

OVER $3 BILLION

Over $3 billion in Title IV federal student aid went to 106 institutions where less than 10% of first-time, full-time students graduated.




One example of an institution that falls in this category is
Bryan University, an institution located in Los Angeles,
California, that mainly offers classes in Parks, Recreation,
Leisure, and Fitness Studies. 6 In 2015, only 4% of 457
students earned a degree from that institution. 7 Even so,
last year taxpayers still provided over $20 million in grants
and loans to students who attended this institution, even
though 96% of former students did not receive the degree or
certification they were seeking. ® Without having earned
these credentials, finding employment in the 21st century

economy becomes even more of a challenge.
Employment Outcomes

Most students attend college because they think it will help
them find a well-paying job that provides some financial
stability. To measure this outcome, the U.S. Department of
Education looks at how many of an institution’s students
who used loans or grants to attend earn more than the
average high school graduate ($25,000 per year) six years
after they enrolled. This provides a strong indication of
whether or not these students are more financially secure
after they attend. If only half of an institution’s students earn
more than the average high school graduate, it’s essentially a

financial coin flip for entering students.

Last year, we disbursed $11 million in taxpayer dollars to a
dozen institutions where nine in 10 students earned less than
a high school graduate six years after enrolling. We also
provided $1.48 billion to another 331 institutions where less
than a quarter of former students hit that benchmark. This
means that we allocate almost $1.5 billion in taxpayer dollars
annually to institutions where at least three out of four
students still earn less than a high school graduate six years

after they enroll. 9



$1.5BILLION IN TAX DOLLARS

TO INSTITUTIONS WHERE LESS THAN 25% OF STUDENTS
EARN MORE THAN THE AVERAGE HS GRADUATE

““

b ®

CAMPUS-BASED AID GRANTS STUDENT LOANS
$33,000,000 $853,000,000 $610,000,000
OVER $1.5 BILLION

$11 million in Title IV federal student aid went to a dozen institutions where less than 10% of students earned more than the average high school
graduate. An additional $1.48 billion went to another 331 institutions where less than a quarter of former students hit that benchmark

One example of an institution that received millions in
federal funds is Unitech Training Academy, an institution
that grants certificates, not degrees, with five campus
locations across the United States. This school cashed checks
for over $15 million in student aid over the past year, yet only
22% of its former students earned more than a high school
graduate six years after enrolling. As you can imagine, such
limited earning potential leads to other worrisome outcomes.
Since nearly 80% of Unitech’s students showed limited
financial gains by attending, it’s not surprising that 80% of
their student borrowers were also struggling to pay down

their educational debt.

Loan Repayment Outcomes

When students take out loans to attend an institution, it’s
because they believe that school will provide them with an
opportunity to better their lives financially. Another way to
see if a school is delivering on that expectation is by looking
at the loan repayment rate, which measures the percentage
of students able to pay down at least one dollar towards their

principal three years after leaving that school. 10

Last year, we allocated $164 million in taxpayer money to 32
institutions where fewer than one in 10 students were able to
begin paying down their loans within three years. We
allocated a whopping $15.3 billion to an additional 457
institutions where less than a quarter of students hit that
mark. Overall, 1.5 million borrowers attended these

institutions, meaning that over 1.1 million now find



themselves three years out of school with even more student
debt than they had when they left.

$15 BILLION IN TAX DOLLARS

TO INSTITUTIONS WITH LESS THAN
25% LOAN REPAYMENT RATE
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CAMPUS-BASED AID GRANTS STUDENT LOANS
$183,000,000 $4,626,000,000 $10,658,000,000
OVER $15 BILLION

$164 million in Title IV federal student aid went to 32 institutions where less than 10% of former students were able to pay down their loans.
n additional $15.3 billion also went to 457 institutions where less than 25% of students were able to pay down their loans.

One of these institutions is Henry Ford College, an institution
that predominately offers two-year degrees located in
Dearborn, Michigan. In 2015, the U.S. Department of
Education disbursed over $73 million in federal grants and
loans to students who attended this institution. Yet, out of
the 9,796 students who borrowed federal student loans to
attend this school, only 20% of them were able to begin
paying down those loans within three years of leaving. And
only 6% of the school’s first-time, full-time students
graduated in 2015, so it is likely that many students who left
with debt were also degreeless—the worst case scenario for
students and taxpayers looking to avoid default on their

loans. 1
Conclusion

Each year, American taxpayers send billions of dollars to
higher education institutions that leave students degreeless,
underemployed, and unable to repay their loans. With billions
on the line, not to mention students’ futures, it’s imperative
that taxpayer-funded financial aid goes to institutions that
actually serve students well. Just as college students who
don’t maintain a certain grade point average risk losing
access to scholarship funds, colleges must also be held
accountable for how well they perform and educate students,
especially when they are receiving huge checks from the

federal government to cover their costs. We’ve got to make



the system work better to protect taxpayer dollars and, most
importantly, to ensure students who choose to further their
education are getting a good value for their investment.
Better bets will equal better returns, both for students and for

taxpayers.
Download the Data

Download the data from this report.
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Bryan University reported having 100% first-time, full-
time students in the fall of 2014.

Note that the first-time, full-time within the
Accreditation Database used in this analysis represent
undergraduate degree-seeking students that enrolled in
fall of 2014. The graduation rate used reflects a different
cohort of students - those undergraduate degree-
seeking students who graduated in academic year 2014~

2015 within 150% of the expected time.

In December 2016, Bryan University’s accreditor, the
Accrediting Council for Independent Colleges and
Schools recognition was terminated by the U.S.
Department of Education. Bryan was given 18 month to
become accredited by a recognized accreditor or it risks

losing access to Title IV funds.
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10.

1.

Analysis shows that 1,117 federally-aided students were
included in this earnings cohort. The earnings cohort
measures students’ salaries six year after they enter an
institution. Salaries were taken from a 2012-2013 pooled

cohort.

In this case, repayment rates are measured by the share
of former students (both completers and non-
completers) with federal loans who are able to pay down
at least $1 of the principal balance within three years

upon leaving the institution.

Henry Ford College reported having 2,360 first-time,

full-time students in this graduation rate cohort.




