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INTRODUCTION

Parts | and Il of this series examined Pell Grant access
and completion rates at community colleges and
public and non-profit four-year universities. Part |l|
shifts attention to the for-profit sector, which includes
a diverse spectrum of colleges, ranging from small
“mom-and-pop” colleges to large publicly traded
companies.! Regardless of size, for-profits share a
common business model where they rely on tuition
revenue — often funded via federal student financial
aid programs - to maximize owners and shareholders’
profits.? Despite facing volatile enrollments in

recent years, the sector has historically enrolled
disproportionate shares of Pell Grant recipients.

In 2020-21, nearly one million of the nation’s six
million Pell Grant recipients attended a for-profit
college. As shown in this report, large shares of
undergraduates attending for-profit colleges receive
the federal Pell Grant — in 2020-21, the median
for-profit had approximately 55 percent of its
undergraduates receiving Pell Grants. However,

there are meaningful differences within the for-profit
sector depending on whether the institution focuses
primarily on awarding certificates compared to those
awarding associate’s degrees and baccalaureate
degrees (or higher). Also, research consistently finds
certificate programs provide weaker economic returns
than other postsecondary credentials, so this report
differentiates the for-profit sector by the predominant
credential awarded.®

While this report did not examine labor market
returns or student loan outcomes of Pell Grant
recipients attending for-profits, it finds for-profits
that predominantly award certificates tend to have
higher Pell Grant access and completion rates than
other types of for-profits. It also finds relatively
weak relationships between Pell Grant access

and completion rates, where for-profits enrolling
the largest shares of Pell Grant students tend to

have similar completion rates as those enrolling
relatively few Pell Grant students. Finally, it finds
completion rates for Pell Grant students at for-
profits are increasing at a much slower pace (half a
percentage point per year) than at public and non-
profit institutions. Overall, this report documents key
baseline trends for understanding Pell Grant access
and completion rates among the for-profit sector.

FOR-PROFIT CONTEXTS

While for-profits may sometimes seem like new
entrants to the higher education marketplace, they
have been around since colonial times.* Researchers
have studied this sector for several decades with a
renewed interest since the Great Recession when for-
profit enrollment doubled within a few short years.®
Much of this growth was among post-traditional
students — older students and those with greater
financial need - who were eligible for the federal Pell
Grant but also reliant on significant levels of student
loan debt to cover their college costs.® This growth
was also a function of the aggressive recruitment
practices of for-profits, which are concentrated in
majority Black and Latinx neighborhoods and often
market towards economically vulnerable students.”
These same students also struggled to repay their
loans after enrolling at for-profits colleges, driven in
large part to the relatively low economic returns to
attending a for-profit college.®

These returns can differ according to the type

of credential students pursue at for-profits. For
example, research has found certificate programs
tend to yield lower economic returns than longer
programs like associate’s or baccalaureate degree
programs.” The predominant credential offered also
correlates with institution size: larger institutions
specialize in awarding baccalaureate degrees (or
higher) while smaller for-profits tend to specialize
in sub-baccalaureate and non-degree programs.
For example, the average enrollment at a for-profit
specializing in certificate programs is approximately
470 students, while those predominantly awarding
associate’s degrees or bachelor’s degrees have
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average enrollments of approximately 1,700 and
6,900, respectively.” Despite being smaller, for-profits
predominantly awarding certificates account for
nearly half of all for-profit enrollments (see Appendix).
Distinguishing for-profits according to the main type
of credential they offer (i.e., certificate, associate’s
degree, and baccalaureate or higher) can lead to new
insights into the large marketplace of for-profit higher
education.

Because of their profit motives and distinct
governance structures, federal law sets specific
regulations to protect students and borrowers
attending proprietary colleges." Federal regulations
such as the 90/10 rule, the gainful employment rule,
and financial responsibility standards are designed in
large part to hold for-profits publicly accountable for
outcomes while protecting consumers from predatory
or risky practices that have been well documented

in the research and policy literature.” Nevertheless,
as long as a for-profit institution is eligible for the
federal Title IV aid programs (which include the Pell
Grant program and the federal student loan program),
its students can receive Pell Grants so long as they
qualify for eligibility through completion of the Free
Application for Federal Student Aid (FAFSA). In 2020-
21, nearly one million students attending for-profits
received the Pell Grant. Among those students, nearly
half (n=454,000) enrolled at colleges specializing in
certificate programs, while the other largest share
(n=344,000) attended predominantly baccalaureate
(or higher) institutions, and the remaining share
(n=120,000) attended for-profits focused on awarding
associate’s degrees.

DATA AND MEASURES

Similar to the other two analyses in this series,

this analysis draws from the U.S. Department of
Education’s College Scorecard and Pell Grant Volume
reports.”® The College Scorecard provides data on: (a)
the predominant degree program and control of each
institution;" (b) 12-month undergraduate unduplicated
headcount;™ and (c) completion rates for Pell Grant
recipients.”® To measure each institution’s Pell Grant
enrollment, | merged College Scorecard data with the
U.S. Department of Education’s Pell Grant Volume
reports, which include: (d) total number of Pell

Grant recipients during an award year and (e) total
Pell Grant dollars disbursed during an award year.”

| merged data on the “main” (or “parent”) campus
using six-digit Office of Postsecondary Education
identification numbers (OPEID)."® Additionally, |
summed 12-month enrollments for each “child”
campus up to the “parent” location.” Taking these
steps allows for the full inclusion of all available
years of data, beginning with the 1999-00 academic
year and going through 2020-21, a period spanning
two recessions and the first year of the COVID-19
pandemic.?

Two important caveats are worth noting when using
these two sources. First, due to privacy concerns, the
College Scorecard suppresses data when variables
represent fewer than 30 students.?’ This is particularly
relevant when analyzing Pell Grant completion rates at
for-profit colleges. For-profits account for the majority
of all institutions with privacy-suppressed Pell Grant
completion rates; for example, 1,389 institutions
enrolled approximately 204,000 Pell Grant recipients
in 2018-19 but reported missing completion data.
Consequently, the findings reported here may not

be generalizable to smaller for-profit institutions. All
analyses are based on 150 percent completion rates,
meaning institutions listed as predominantly certificate
or associate’s degree granting are tied to three-year
completion rates while baccalaureate (or higher)

are tied to six-year completion rates.?? Second, the
College Scorecard released completion rates based
on NSLDS data, which have not been fully explored or
vetted among the policy and research community.?
When the U.S. Department of Education released
these completion records via the College Scorecard,
its aim was to help the field “facilitate dialog [sic]
about how these new data...can best enhance
estimates of institutional progression and completion
related outcomes.”” Accordingly, the completion
rates reported in this brief should be interpreted with
this purpose in mind.

TRENDS IN PELL ACCESS

Figure 1 shows the percentage of undergraduates
receiving Pell Grants across different types of for-
profit colleges. The solid line represents the median
for each type of for-profit and the shaded band
around this line represents the middle half of the
distribution (i.e., the interquartile range). The top-left
panel shows the median for-profit college had just
over 50 percent of its undergraduates receiving Pell
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Grants in the years immediately prior to the Great
Recession. This surged to 70 percent at the peak of
the Great Recession, as the number of Pell Grant
recipients attending for-profits doubled from just over
one million in 2006-07 to nearly 2.3 million in 2010-
11. The share of undergraduates receiving Pell Grants
returned to pre-recession levels and have remained
relatively stable for the past several years and it is
unclear how or when colleges will rebound in the
wake of the COVID-19 pandemic.?®

FIGURE 1: TRENDS IN PELL ACCESS RATES

For-profits that predominantly focus on certificate
and associate’s degrees tend to have the highest
share of Pell Grant enrollments (typically over
50%) for most years other than the Great Reces-
sion, when rates surged across all for-profits.
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Note: The solid line represents the median
community college, the band represents the 25th to
75th percentile of community colleges.

Source: Author’s calculations using U.S. Department
of Education’s Office of Federal Student Aid Pell
Volume data (or numerator) and U.S. Department of
Education’s College Scorecard 12-month unduplicated
headcount for denominator.

Figure 1 also shows differences within the for-profit
sector. With a median of 55 percent in 2020-21,
for-profits that predominantly award certificate and
associate’s degrees tend to have the highest shares

of undergraduates receiving Pell Grants. For-profits
that predominantly offer baccalaureate degrees

(or higher) tend to have lower shares of Pell Grant
students with a median of 40 percent in 2020-21.
Adding more context to these trends, the shaded
band (i.e., interquartile range) represents the middle
50 percent of for-profits, where the percentage of Pell
Grant recipients has remained relatively high between
40 percent and 60 percent for most years after

the Great Recession. The only exception is among
those predominantly awarding baccalaureate degrees
(or higher), where percentages are typically lower
hovering between 25 percent and 50 percent in most
years.

TRENDS IN PELL COMPLETION

Figure 2 shows college completion rates over time
among different types of for-profit colleges. Since

the early 2000s, the median completion rate for

Pell Grant students attending for-profit colleges has
increased from about 48 percent to 59 percent, or
about half a percentage point each year. As a result,
most of the trendlines are relatively flat across each of
the three different types of for-profits. One exception
is among for-profits that predominantly award
associate’s degrees, where completion rates for Pell
Grant recipients were below 40 percent in the early
2000s and rose to over 50 percent by the late 2010s.

As discussed above, the College Scorecard
suppresses data when institutions report small
numbers of students. This affects for-profits more
than other types of colleges, where large shares of
for-profits have too few graduates (i.e., fewer than
30) for the College Scorecard to report their data.
These tend to be concentrated among colleges
predominantly awarding certificates, so further
research should explore whether small certificate-
granting for-profits have similar outcomes as those
shown in Figure 2.
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FIGURE 2: TRENDS IN PELL COMPLETION RATES

Completion rates for Pell Grant recipients attending
for-profit colleges have grown modestly by about half a

Pell Completion Rate (150% time)

Pell Completion Rate (150% time)
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Note: The solid line represents the median for-
profit college, the band represents the 25th to 75th
percentile of for-profits. Students who successfully
transfer to a four-year university to earn a bachelor’s
degree without earning a certificate or associate’s
degree en route are excluded from these completion
rates, so completion rates represent lower bounds.

Source: Author’s calculations using U.S. Department
of Education’s College Scorecard Pell completion
variables; completion rates include any credential
from the student’s original or transfer-out location
within three years of entry (150 percent time).

PELL ACCESS AND COMPLETION RATES

Shifting now to the relationship between the share
of undergraduates receiving Pell Grants and the
completion rates among Pell Grant recipients,
Figure 3 shows how the different types of for-

profits vary. For-profits that predominantly award
certificates tend to have relatively higher Pell Grant
access and completion rates, though the correlation
is not strong.? For-profits that predominantly

award associate’s degrees have a similarly weak
correlation, as do for-profits predominantly awarding
baccalaureate degrees (or higher). However, there is
a slight negative relationship among the latter group,
where some of the baccalaureate (or higher) for-
profits with the highest completion rates have slightly
lower Pell Grant access rates.

Further research should explore these patterns in
more detail, especially for the smaller for-profits

that were omitted from this figure due to data
privacy suppression. For example, the average for-
profit college with privacy-suppressed Pell Grant
completion data enrolled approximately 150 Pell
Grant recipients in 2018-19, meaning there are many
for-profits enrolling non-trivial numbers of Pell Grant
recipients for which the College Scorecard does not
release Pell Grant completion rates. Follow-up studies
could examine whether these smaller for-profits have
patterns similar to those outlined in Figure 3 to help
provide new insights into the wide range of outcomes
and experiences Pell Grant recipients have within the
for-profit sector.
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FIGURE 3: RELATIONSHIP BETWEEN PELL
ACCESS AND COMPLETION RATE

At for-profits, Pell Grant completion and access
rates are not highly correlated. However, for-profits
that predominantly award baccalaureate degrees
(or higher) have relatively lower Pell Grant access
and completion rates.
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Note: Completion rates are reported at the main (or
“parent”) location in College Scorecard, resulting in
each dot representing the main (rather than “child”)
location. Colleges may have different completion
rates at “child” locations but these are unavailable

in College Scorecard data. Also note College
Scorecard’s privacy suppression standards produce
missing data for many for-profits.

Source: Author’s calculations using completion

rates from the U.S. Department of Education’s
College Scorecard and access rates from both

U.S. Department of Education’s Office of Federal
Student Aid Pell Volume data and U.S. Department of
Education’s College Scorecard 12-month unduplicated
headcount.

KEY TAKE-AWAYS

This brief provided basic trends in Pell Grant access
and completion rates among for-profit colleges. It
also offers promising avenues for further research to
gain more complete insights into the experiences of
Pell Grant students attending for-profits. Three main
findings stand out:

» In 2020-21, approximately 917,000 Pell Grant
recipients attended for-profits and about half of
these students attended colleges specializing in
certificate programs. Considering that academic
research consistently finds certificate programs
provide weaker economic returns than other
postsecondary credentials, this finding should
motivate further research into the economic
returns of sub-baccalaureate credentials for Pell
Grant recipients compared to non-recipients.?

»  For-profits that predominantly award certificates
tend to have higher Pell Grant access and
completion rates than other for-profits.
Disaggregating the sector by predominant degree
can help researchers and policymakers classify
institutions and identify patterns that may be
overlooked when looking at the entire sector as a
whole.

» Completion rates for Pell Grant students
attending for-profits are rising very slowly,
approximately half a percentage point per year.
This is below the average growth rate found in
community colleges and four-year universities in
Parts | and Il of this series.

By documenting these baseline trends at for-profits,
this report can help inform policy and research
agendas seeking to improve outcomes for Pell Grant
students. This report did not examine labor market
returns or student loan outcomes of Pell Grant
recipients attending for-profits, but its findings can
help motivate further research in these important
areas. These areas hold great promise for ongoing
research and this brief can help establish key
benchmarks and baselines for evaluating that ongoing
and future work.
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APPENDIX

NUMBER OF FOR-PROFIT INSTITUTIONS AND PELL GRANT RECIPIENTS,
BY PREDOMINANT DEGREE (2020-21)

Predominantly

Certificates

Predominantly
Associates

Predominantly
Bachelors or higher

Total

Total Institutions 1,453 124 10 1,687
Total 12-month Enrollment 680,453 210,131 756,306 1,646,890
Total Pell Grant Recipients 454,247 119,226 343,833 917,306
(Tgf!lse” Grant Disbursements $1.85 $0.53 $1.44 $3.82
Share of Pell Grant Recipients 50% 13% 37% 100%
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