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Gainful Employment Regulations Face Another Legal Setback 

The ongoing legal action surrounding ‘gainful employment’ regulations continue to be of keen interest 
for the community college sector.   In March, a federal District Court made yet another ruling 
jeopardizing the Department of Education’s ability to proceed with gainful employment data collection 
and enforcement. 
 
As the cornerstone of a larger set of regulations aimed at program integrity, gainful employment 
sought to tie Title IV program eligibility to student debt and post-graduation income.  While the 
regulations were largely aimed at costly academic programs with poor outcomes, vocational and 
certificate programs receiving Title IV were required to collect data regarding student debt, default, 
and earnings. 
 
Scheduled to go into effect on July 1, 2012, the final gainful employment regulations were considered 
to be less robust regarding enforcement than what was initially proposed by the Department of 
Education.  In many ways, the final data thresholds set by the Department were settled on in the name 
of compromise with those who criticized the initial bar too harsh.   In the end, career college training 
programs that fell under the purview of the new regulations were required to meet one of the following 
three thresholds in order to retain their Title IV eligibility as programs that successfully lead to gainful 
employment: 

• Loan Repayment Rate:   At least 35% of the program’s former students are repaying 
their loans; 

• Debt-to-Earnings Annual Ratio:  The estimated annual loan payment of a typical 
graduate does not exceed 12% of the graduates’ earnings; 

• Debt-to-Discretionary-Earnings Ratio:  The estimated annual loan payment of a typical 
graduate does not exceed 30% of the graduate’s discretionary income. 

If a program failed to meet at least one of the thresholds three out of four years, its Title IV eligibility 
would be revoked and it would be ineligible to reapply for a three year period.   
 
On June 26, 2012, the Department of Education released its initial findings from the first year of data 
collection showing that five percent of the 3,695 programs observed failed to meet any of the three 
thresholds, all of them at proprietary institutions.   Just four days later, a federal District Court ruled 
that the 35% threshold was arbitrary, and thus unlawful.  Due to the interconnected nature of the 
regulations and the data reporting requirements, the entire measurement process was vacated by the 
court.  The District Court did hold that the Department has the authority to interpret “’gainful 
employment’ and craft regulations accordingly.  



 
Subsequent the Courts initial holding, the Department of Education moved to reinstate the data 
reporting requirement and portions of the previously vacated debt measures.  The department’s council 
argued that these regulations are necessary for the proper functioning of the Title IV programs, but the 
court remained unconvinced.  On March 19th, the judge dealt another blow to the Department’s efforts 
by rejecting this modification to the initial ruling.  The District Court held that data collection required 
by gainful employment regulations was unlawful under legislation passed by Congress in 2008 which 
banned the collection of “identifiable student data.”  Whether or not this ruling will have further 
implications for data collected by the Department of Education is unknown.   
 
The ruling certainly complicates any further appeal the Department of Education may wish to pursue 
in reinstating gainful employment rules.  Department officials expressed disappointment with the 
ruling, and are consulting the Department of Justice regarding avenues for further legal action.  In 
addition to filing an appeal to the ruling, they could opt proceed with the largely vacated regulation.  
Or, the Department could start all over and issue a new round of negotiated rulemaking around gainful 
employment. 
 


