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Thank you for the opportunity to respond to these questions. The Department’s
responses are in blue, below.

1.) What evidence or research does the Department have to support that a lack of
institutions switching accreditors has created quality issues? The Department’s assertion
is based on economic theories of competition, which suggests that a lack of competition
can lead to stagnation in quality assurance markets. This was provided as one example for
why the Department is concerned about the apparent lack of competition among higher
education accrediting agencies.

The relationship between competition and innovation has been extensively studied. Early
work by Joseph Schumpeter (Capitalism, Socialism and Democracy, 1942) suggested that
competition leads to “creative destruction” that drives innovation and productivity
improvements. He also raised the possibility that at some level, very high levels of
competition might discourage innovation if competitive firms lack the capital to fund
research needed for new technology. Recent research (e.g. Aghion, Bloom, Blundell,
Griffith and Howitt, “Competition and Innovation: an Inverted-U Relationship,” Quarterly
Journal of Economics, May 2005 p. 701-728) finds that firms facing little competition have
little incentive to innovate, and that the biggest innovation gains come from introducing
competition into uncompetitive markets. As the Department has demonstrated, current
accreditation markets are very uncompetitive, and so the introduction of competition is
likely to result in more innovation. Brian Rosenberg (“Whatever It Is, I’'m Against It”
Resistance to Change in Higher Education, 2023) argues that higher education has been
slow to innovate. Many have argued that a lack of competition in accreditation has slowed
innovation. For example, Charles Miller, Chairman of the Department’s Commission on the
Future of Higher Education, said “Accreditation is the primary barrier to innovation in
American higher education. Accreditation is the biggest barrier to real competition.
Accreditation is the biggest barrier to real change.” (“Altering Accreditation — But How?”,
Inside Higher Ed, September 24, 2007)

2.) Does the Department have any evidence to suggest that institutions that have switched
accrediting agencies have improved student outcomes after switching? The Department
did not claim to have empirical evidence demonstrating that switching accreditors causes
improved student outcomes. As stated during the Q&A, determining cause and effect
relationship due to accreditation switching is challenging from an empirical perspective.
This is because institutions that voluntarily choose to switch accreditors may do so for



reasons that correlate with the institution’s outcomes. In these cases, itis not possible to
determine if outcomes changed as a result of accreditor switching, or alternatively,
because of the other unobserved reasons the institution chose to switch accreditors. In
addition, because of barriers placed by previous administrations, the number of accreditor
switches is too low to allow for rigorous analysis. For these reasons, itis not possible for
the Department to estimate the causal effect of accreditor switching on student outcomes.

3.) What evidence or research does the Department have to support its assumption that
many institutions would flock to accreditors with very high standards in a world of greater
competition? Drawing on economic theories of competition, the Department asserted that
institutions would face incentives to be recognized by quality assurance entities with high
standards (if they can achieve those standards) to differentiate themselves from other
colleges. This is typical behavioral response in quality assurance markets, where the
highest quality providers attempt to gain recognition (from a quality insurer) to distinguish
themselves from their lower-quality competitors.

For evidence that when quality information is provided by intermediaries, monopolies
provide only limited information that firms are above or below a threshold, but that full
information is provided in a competitive environment see Lizzeri, Alessandro, 1999,
“Information Revelation and Certification Intermediaries,” RAND Journal of Economics,
30(2): 214-231. See also Zhe Jin, Ginger and Phillip Leslie, 2003, “The Effect of Information
on Product Quality: Evidence from Restaurant Hygiene Grade Cards, Quarterly Journal of
Economics, 118(2):409-451 for evidence that segmented quality information improves
quality.

4.) Can the Department provide an example of an agency that it believes to have very high
standards? The Department did not assert that existing accrediting agencies do or do not
have very high standards. The Department’s presentation showed that there is large
variation in institutional outcomes within accrediting agencies. Based on the spread across
a variety of outcomes (graduation rates, stop out rates, earnings, debt, student loan
repayment rates) it appears that all of the former-regional accrediting agencies have at
least one example of an institution that is accredited that also has very low performance
outcomes.

5.) What evidence or research does the Department have to support that a lack of
institutions switching accreditors results in higher costs, less innovation, or reductions of
graduates in specific fields? The Department’s assertion is based on economic theories of
competition, which suggests that a lack of competition can lead to higher costs, less
innovation, and reductions in the supply of graduates in particular fields. These were
provided as examples for why the Department is concerned about the apparent lack of



competition among higher education accrediting agencies. Furthermore, the Department
did not claim to have cause-and-effect evidence on this relationship. See our prior
response where we discussed the challenges associated with estimating cause-and-effect
relationships in this setting.

6.) Does the Department have any evidence to suggest that institutions that have switched
accrediting agencies have lower costs for students, lower costs for the institution, or more
innovation? Longitudinal data on prices (tuition & fees for students; and membership dues
for colleges) are not available. Nor are quantitative measures of innovation available.
Drawing on economic theories of competition, the Department asserted that a lack of
switching—evidence of a lack of competition—may lead to higher costs for students and
colleges and less overall innovation, as is the case in anticompetitive markets.

Evidence on the effects of switching accreditors is limited because of the low volume of
switches, but the academic literature on the relationship between switching and
competition is well developed. This literature shows that consumers unable to switch tend
to be exploited by sellers and that barriers to switching reduce competition. See, for
example, Klemperer, Paul, 1995, “Competition when Consumers have Switching Costs”,
Review of Economic Studies, 62(4): 515-539. A recent paper that examines the effects of
barriers to switching on competition and pricing is MacKay, Alexander and Marc Remer,
“Consumer Inertia and Market Power”, 2024, Harvard Business School Working Paper.



Thank you for the opportunity to respond to these questions. The Department’s
responses are in blue, below.

1. Data on institutions that have changed accrediting agencies.

We request the following information, which will provide additional clarity on the
presentation today by the Department:

e Alist of institutions that have changed institutional accrediting agencies over the
last 10 years, including the name of each institution, the initial institutional
accrediting agency, and the new accrediting agency, and the date the change was
approved. This information is already publicly available via the DAPIP database.
Data can be downloaded here: https://ope.ed.gov/dapip/#/home.

e Foreachinstitution in the list above, graduation rates and/or other student
achievement measures for the three years preceding the change of institutional
accreditor and for the three most recent years available. This information is already
publicly available via the College Scorecard (institution-level files). Data can be
downloaded here: https://collegescorecard.ed.gov/data/. Lastly, this data can be
merged to the DAPIP data (see prior bullet) using common OPEID codes.

o Forthe data the Department provided by an accrediting agency that only counted
undergraduate students, the same measures provided for graduate students, to the
extent possible. Information on graduate students —including program-level stop-
out rates, loan volume, enrollment, and loan repayment rates — are already publicly
available in the PPD:2026 dataset released by the Department earlier this year. Data
can be downloaded here: https://www.ed.gov/laws-and-policy/higher-education-

laws-and-policy/higher-education-policy/negotiated-rulemaking-for-higher-
education-2025-2026. This data can be merged to DAPIP and College Scorecard
data using OPEID codes. Graduation rates (150% normal time) are only currently

available for undergraduate students.

Data on new accrediting agencies

The Department intends to ease restrictions on recognition of new accrediting agencies.
We request the following information:

@ A list of prospective agencies that have submitted an application for initial recognition since
January 20, 2025, their current review status, and the date the application was received.
0 completed applications, 2 applications submitted for basic eligibility review
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@ A list of prospective agencies that have inquired with the Department about federal recognition
since January 20, 2025, but which have not yet submitted an application.

8 inquiries

A list of applicants to the Department of Education’s recent FIPSE Special Project grant
notice that wrote to the priority of accreditation reform.
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Source: Department of Education, “FIPSE-SP Program FY 2025 Awards: Promoting
Accreditation Reform.” www.ed.gov/media/document/ffy-2025-fipse-sp-awards-funding-
summary-promoting-accreditation-reform-112924.pdf.



