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The Effect of Federal Oversight on For-Profit Colleges (Job Market Paper)

For-profit colleges experienced a 33% enrollment decline between 2010 and 2015 following an increase
in Federal oversight. Did oversight cause this decline? I assess the causal effect of two policies on
for-profit enrollment: a significant report on misleading for-profit recruiting, and threatened Federal student
aid sanctions on underperforming colleges. I use a difference-in-difference framework that exploits the
differential exposure of a treatment group to each policy. For the report, treatment is based on the presence
of a local alternative; for sanctions, it is based on a debt-to-income threshold. Both policies significantly
contributed to the enrollment decline: The report caused a 45% enrollment decline over 5 years at for-profit
colleges with a nearby alternative, while the threat of sanctions led to a 122% greater enrollment decline at
for-profit colleges below the performance threshold.

For-Profit College Program Entry and Exit in Response to Labor Demand Shocks

The number of for-profit colleges in the US increased from 2400 in 2000 to 3500 by 2013, while the
number of colleges in other sectors remained constant. I examine whether the different incentives and
administrative structure of the for-profit college sector allow for a greater response to demand for college
degrees and certificates. Using college program data from IPEDS and occupation employment data from the
BLS Occupation Employment Statistics, I estimate the response of program entry and exit to labor demand
shocks across college sectors. I find a small increase in less-than-2-year for-profit programs one year after
a positive employment growth shock, while public and private colleges experience no such increase. I
further examine the entry response of for-profit programs in a difference-in-differences framework, using
state-level Medicaid expansion as a positive shock in demand for health-related programs. The number of
health-related for-profit programs offered increased by nearly 10% in states that expanded Medicaid. I find
a similar increase in the number of public programs offered in these expansion states, suggesting for-profits
did not adapt faster to Medicaid expansion than public programs.


