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Department of Education’s Proposed Earnings Premium Rule
Docket: ED-2026-OPE-0100

The U.S. Department of Education has proposed a new accountability rule that includes an
“Earnings Premium” measure. This measure would be used to determine whether certain
programs remain eligible to participate in federal student financial aid.

In the Department’s own analysis, it estimates that approximately 92.5% of cosmetology
programs would fail the Earnings Premium measure as currently designed.

This alarming projection does not mean that nearly all programs are failing students.
Rather, it raises a fundamental question: does the measure reflect how these careers,
labor markets, and students actually operate?

Public comment is the primary opportunity institutions have to answer that question before
the rule is finalized.

Why We Created Two Menus

Institutions vary in their familiarity with the rulemaking process, comfort with policy
language, and capacity to engage at different levels of detail. To support broad, meaningful
participation, we have developed two complementary tools:

1. Beginner Menu
Designed for institutions that are:
¢ new to public comment,
e unsure what to say or how technical to be,
e orsimply want to share their experience clearly and honestly.
No policy expertise is required.
2. Intermediate Menu
Designed for institutions that are ready to:
e explain why the Earnings Premium produces distorted outcomes,
e connect graduate experiences to how the metric is designed,

e and help build a clear administrative record.
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The Intermediate Menu:
e provides structured explanations of measurement flaws,
e addresses issues such as timing, labor markets, income visibility, and appeals,

e and allows institutions to engage more deeply while still writing in their own voice.

Institutions do not need to respond to every item.

How to Use These Menus of Items

e Choose the menu that fits your comfort level.
Both are valid. Both matter.

e Select one or two topics where you can speak authentically.
You do not need to cover everything.

e Write in your own words.
These menus are guides, not templates.

¢ Focus on what you see with your students and graduates.
Short, plain-language comments are appropriate and effective.
Where to Submit Your Comment
All public comments must be submitted through Regulations.gov.

o Website: https://www.regulations.gov

e Search Docket number: “ED-2026-OPE-0100"

This is what you will see:

h PROPOSED RULE
Accountability in Higher Education and Access through Demand-Driven Workforce Pell: Student

Tuition and Transparency System and Earnings Accountability
Agency Department of Education Posted Apr 20, 2026 1D ED-2026-0PE-0100-0001

Open for Comments

(© Comment Period Ends: May 20, 2026 at 11:59 PM EDT

Both menus include clear instructions for submitting a comment.
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Menu Item 1: The ACS Benchmark Is the Wrong Comparison

The proposed Earnings Premium relies on earnings benchmarks drawn from the American
Community Survey (ACS). The ACS is a large national survey conducted by the U.S. Census
Bureau to understand broad economic trends across the population. It was designed for
general statistical analysis, not for evaluating individual educational programs or imposing
penalties on schools.

Under the proposed rule, graduates of undergraduate certificate programs are compared to
individuals categorized in the ACS as “high school graduates” between the ages of 24 and
35. Institutions may wish to explain why this comparison does not align with the students
and programs being evaluated.

The ACS “high school graduate” category is overinclusive. It includes individuals who may
have completed professional training, vocational certificates, military training, or other
forms of postsecondary education—including cosmetology or massage training. As a
result, the comparison group may include people with more education and significantly
more workforce experience than recent program graduates.

Institutions may also wish to note that many students enter beauty and wellness programs
with limited work experience before enrolling, while the ACS comparison group may
include individuals with many additional years of employment, wage increases, and
promotions already built in.

For institutions in rural or lower-wage areas, this mismatch is even greater. ACS
benchmarks are applied at the state or national level and do not reflect local labor
markets, regional wage differences, or cost-of-living realities.

When a single metric suggests that over 90% of programs in a licensed profession would
fail, institutions may reasonably question whether the issue reflects program quality—or a
flawed comparison method.

Further Reading (optional)
e U.S. Census Bureau — American Community Survey (ACS)
e Census Reporter —Income and earnings definitions
o Standards for Educational and Psychological Testing (AERA / APA/ NCME)

e Jones, D.A. (2026). Robbing from the Poor to Give to the Rich: The Flawed Logic and
Failed Methodology Behind the Do No Harm Earnings Test
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Menu Item 2: Early-Career Earnings Do Not Reflect Career Value

The Earnings Premium measures what graduates earn relatively soon after completion and
treats that snapshot as afinal indicator of program value.

Institutions may wish to explain that what graduates earn in their first few years does not
represent the value of a full career, which is effectively what the ACS comparison attempts
to capture.

Institutions may wish to describe:
e typical earnings in the first year or two after graduation,
¢ how earnings change several years into a career, and
e howincreases reflect experience, client growth, and specialization.

For example, a graduate may earn modest income in the first year while building clients,
but earn substantially more later. In this sense, the comparison is not just apples to
oranges, but closer to comparing a career starting line to a career midpoint.

Using early-career income as a stand-in for long-term career value misrepresents how
these professions actually develop.

Further Reading (optional)
¢ Workforce research on earnings growth in service occupations

e Prior Gainful Employment critiques of short earnings windows
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Menu Item 3: Part-Time Work Is a Choice, Not a Failure Signal

The Earnings Premium measures annual earnings without accounting for hours worked.

Institutions may wish to explain that part-time work is common and intentional in beauty
and wellness professions. Graduates often choose part-time schedules to balance
caregiving, physical demands, or phased entry into the workforce.

Industry data consistently show that licensed professionals in these fields work
approximately 22-25 hours per week on average, even when steadily employed. Lower
annual earnings in this context reflect fewer hours worked, not low hourly wages or lack of
demand.

Metrics that assume full-time work as the default misinterpret sustainable work patterns
as failure.

Further Reading (optional)
e Bureau of Labor Statistics — Personal appearance occupations
e« Equifax payroll-based earnings and hours-worked data

e Qnity Institute research on salon labor patterns
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Menu Item 4: Entry-Level Pay Structures Shape Early Earnings

Institutions may wish to explain how entry-level wage structures in the beauty and wellness
industry influence early earnings outcomes.

This may include:
e common pay practices at large salon chains,
¢ entry-level hourly wages near minimum wage, and

e expectations thatincome will increase later through tips, commissions, and
clientele growth.

These employer practices shape early earnings but are outside the school’s control.
Assigning full responsibility for early wages to institutions ignores how the labor market
actually operates.

Further Reading (optional)

¢ Bureau of Labor Statistics (BLS) — Occupational Outlook Handbook: Barbers,
Hairstylists, and Cosmetologists (work environments and wage structures)

¢ Industry research on commission-based and entry-level wage models in salon and
spa settings

e Jones, D.A. (2026). Robbing from the Poor to Give to the Rich: The Flawed Logic and
Failed Methodology Behind the Do No Harm Earnings Test (discussion of
employer-determined wages and factors outside institutional control)
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Menu Item 5: Tip Income Is Real but Missing from Earnings Data

Income in beauty and wellness professions regularly includes tips and gratuities, which are
areal part of what many graduates earn.

Institutions may wish to explain that tip income:

e is often paid directly by clients,

¢ may be received in cash or through electronic payment platforms, and

e does not always flow through payroll systems that generate W-2 earnings.
The Internal Revenue Service recognizes that:

e tips are taxable income,

e reporting depends heavily on individual recordkeeping, and

e tipincome (especially cash tips) is frequently underreported in administrative
earnings records.

Schools do not control how graduates track, report, or file tip income years after
completion. As a result, earnings data drawn from tax records can understate actual
income for tip-dependent professions.

When accountability metrics rely solely on reported earnings, they risk misclassifying
programs where a meaningful portion of income is real, earned, and taxable, but not fully
visible in the data.

Further Reading (optional)
e IRS-Tip Recordkeeping and Reporting

¢ IRS National Research Program findings on income without third-party reporting
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Menu Item 6: Earnings Data Does Not Capture All Income

In addition to wages and tips, many graduates in beauty and wellness professions earn

income in ways that do not always appear in federal earnings data.

Institutions may wish to explain that this can include:

direct payments from clients,
income received through payment apps,
cash payments, and

blended arrangements that are not handled entirely through payroll.

This type of income reflects how services are commonly delivered in client-based work.

However, it is not consistently captured in standard earnings records, especially earlyin a
career.

Schools do not control how graduates receive or report this income after completion.

When accountability metrics rely only on what appears in formal earnings data, they can

miss a meaningful portion of real income that graduates actually earn.

Because this income is not fully visible in the data to begin with, it cannot be corrected
later through appeals or adjustments.

Further Reading (optional)

IRS and Treasury discussions of the tax gap

Census Bureau data on non-employer activity
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Menu Item 7: Early Self-Employment Takes Time to Pay Off

Institutions may wish to explain that some graduates pursue self-employment or
booth-rental arrangements very early in their careers.

In these cases, early reported earnings often reflect business start-up realities, not
educational outcomes. New professionals may face:

e up-front costs for supplies, tools, and space,
¢ ongoing overhead such as rent orinsurance, and
¢ thetime required to build a steady client base.

During this early period, graduates may earn less on paper even while gaining skills,

experience, and clients that support long-term success. As a result, short-term earnings

data can understate the value of programs that prepare students for independent practice

and entrepreneurship.

Lower early earnings in these cases reflect investment in a business, not lack of training or

preparation.

Further Reading (optional)

e Bureau of Labor Statistics — data on self-employment and independent work in

personal care occupations
e IRS materials on self-employed income and reporting timing

e Jones, D.A. (2026). Robbing from the Poor to Give to the Rich (discussion of
self-employment, entrepreneurship, and underreported income)
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Menu Item 8: Sole Proprietorship Careers Take Time to Develop

Many graduates of beauty, cosmetology, barbering, and wellness programs eventually work
as:

e sole proprietors,

¢ independent contractors,

e chairor suite renters, or

e hybrid employees who later transition into self-employment.

Institutions may wish to explain that these career pathways typically develop over several
years, not immediately after graduation. Early in their careers, graduates often focus on
gaining experience, building a client base, and establishing reliability before shifting into
independent or business-owner roles.

Institutions may also wish to explain that income reported by sole proprietors often
appears lower in early years because of how small businesses operate. This can include:

e start-up and operating expenses,
e required purchases of tools, supplies, and professional products, and
e legally allowable business deductions that reduce taxable income.

These deductions are normal and encouraged under tax law to support small-business
sustainability. However, lower taxable income also means that reported earnings in
administrative data can understate actual economic activity, particularly in the early stages
of self-employment.

Short-term earnings measures do not capture how income and stability often increase as
businesses mature. As a result, programs that prepare students for independent practice
and entrepreneurship can be misclassified when evaluation relies only on early reported
earnings.

Further Reading (optional)
e IRS National Research Program audit studies
¢ |IRS Tax Gap Projections

e U.S. GAO on sole-proprietor income reporting
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Menu Item 9: Loss of Educational Choice for Future Students

Institutions may wish to explain how the proposed accountability framework would affect
future students, not just current programs.

Many students who pursue licensed beauty, cosmetology, barbering, and wellness careers
rely on regulated, accredited training programs to enter the workforce. In many cases,
industry data suggest that a large majority, often estimated at roughly 75-80%, of students
entering these licensed fields are trained through accredited schools.

Institutions may wish to describe:
o the availability of alternative training options in their region,
e whether public institutions or other providers offer comparable programs, and

¢ how reduced program availability may delay or prevent entry into licensed
professions.

When most pathways into a licensed field are tied to accredited training, loss of program
eligibility can sharply reduce educational choice, particularly for students who rely on
federal aid. Rather than protecting students, an accountability framework that removes
large portions of regulated pathways risks restricting access to licensed careers for future
entrants.

Further Reading (optional)

¢ Milady and Pivot Point data on enrollment patterns in accredited beauty and
wellness programs (often estimated at 75-80%)
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Menu Item 10: State Averages Ignore Local Labor Markets

Institutions may wish to explain how geography affects graduate earnings in ways that are
not captured by state-level or national benchmarks.

Many graduates of beauty, cosmetology, barbering, and wellness programs work in the
same communities where they were trained. Earnings in these fields are closely tied to:

¢ local cost of living,
e regional pricing for services, and
e the size and economic makeup of the surrounding community.

Institutions may wish to describe how wages in rural, small-city, or lower-cost areas differ
from those in large metropolitan regions, even when graduates are working successfully
and steadily. Statewide averages can be driven by higher-wage urban markets and may not
reflect earnings in local service economies.

When accountability metrics rely on broad state or national earnings comparisons, they
can misclassify programs that are meeting local workforce needs. Graduates earning
sustainable incomes in their communities may still appear to fall short when measured
against benchmarks shaped by very different labor markets.

Using geographically mismatched benchmarks risks penalizing schools for serving the
places and populations they were created to support.

Further Reading (optional)
o Bureau of Labor Statistics occupational wage data by region and locality

¢ Census and labor-market analyses showing wage variation within states
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Menu Iltem 11: Equity Impacts on Students Served

These programs frequently serve:
e women,
e students of color
o first-generation college students,

e historically underserved communities, including LGBTQIA+ students

e Pell-eligible and low-income students,
e students receiving government assistance, and
e caregivers, including single parents.

Institutions may wish to explain how early-career earnings measures can affect these
students differently, especially when they enter the workforce later in life or balance work
with family responsibilities.

For many students, early work choices are practical decisions, such as working part-time
to manage childcare, transportation, or healthcare needs. These choices can lower
short-term reported earnings, even when students are steadily employed and building
toward long-term stability.

When accountability systems focus mainly on early earnings, programs that serve students
with greater responsibilities may appear weaker, not because of educational quality, but
because of the realities their students face.

Further Reading (optional)
e School IPED Data
e Bureau of Labor Statistics demographic data

o Research on Pell-eligible, first-generation, and non-traditional students
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Menu Item 12: Appeals Do Not Fix a Flawed Metric

The proposed rule points to an appeals process as a safeguard. Institutions may wish to
explain that this process is extremely limited and does not address the most significant
problems with the Earnings Premium.

Appeals are restricted to mathematical or clerical errors, such as misapplied formulas or
incorrect data inputs. They do not allow institutions to challenge:

e the choice of benchmark data,

¢ mismatched comparison groups,

e missing or underreported income,

e thetiming of earnings measurement, or

e labor-market factors outside a school’s control.

As a result, even when earnings outcomes do not reflect program quality, there is no
meaningful way to correct the record. Income that is missing from the underlying data—
such as tips, informal income, or self-employment earnings, cannot be reconstructed
through appeal.

Institutions may also wish to explain that appeals occur after results are published and
warnings are triggered. By that point, programs may already face reputational harm or
enrollment impacts, even if calculation errors are later corrected.

Because the appeal process can address only narrow technical issues, it functions as a
procedural check, not a remedy for a metric that is structurally misaligned with how these
careers and labor markets operate.

Further Reading (optional)
e Prior Gainful Employment rulemaking discussions on appeals and data limitations
¢ Department of Education materials describing the scope of allowable appeals

e Jones, D.A. (2026). Robbing from the Poor to Give to the Rich (discussion of
irreparable measurement flaws and limits of post-hoc correction)
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Bonus Menu Item: Extends Beyond the Intent of Congress (OBBB)

Institutions may wish to explain how the proposed accountability framework appears to
extend beyond the populations Congress intended to address when directing the
development of earnings-based accountability.

While Congress focused on protecting students from poor outcomes, schools offering
short-term, licensed workforce programs may wish to explain how they provide rapid entry
into regulated employment—often for students with limited prior opportunities.

Applying the same earnings benchmarks to these programs risks undermining pathways
Congress sought to support.

Further Reading (optional)
o Legislative background on the One Big Beautiful Bill Act (OBBB)

e Congressional materials emphasizing workforce access and nondegree pathways
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