DOCUMENT RESUHE

ED 105 147 CE 003 412

TITLE Reducing Abuses in Proprietary Vocational Education.
Twenty-Seventh Repert by the Committee on Government
Operations.

INSTITUTION Congress of the U. S., Washington, D. C. House
Committee 01 Governaent Operations.

PUB DATE 30 Dec 74

NOTE 48p.

EDRS PRICE MF-$0.76 HC-$31.95 PLUS DPOSTAGE

DESCRIPTORS Educational Finance; *Educational Proslems; Federal

Aid; Pederal Government; #*Government Role;
*Proprietary Schools; Vocational Education;
*Vocational Schools

ABSTRACT

The Federal government has become increasingly
involved in the proprietary vocational school industry by way of
loans and grants to students, veterans benefits, contracts for the
provision of training between schools and rehabilitation and other
government agencies, other financial relationships, and associated
supervisory and regulatcry responsibilities. This involvement, and
concern over reported abuses, led to the hearings and other
investigations which provided the information reported here.
Background information about proprietary vocational schools and their
students opens the report. 2 summary and conclusions section follows,
outlining problems and abuses in proprietary school education and
training and making recommendations. The bulk of the document
provides a discussion of: the nature of proprietary education;
potential problems in proprietary education, including the scope of
proprietary school problems and school abuses as defined by the
Federal Trade Commission; an analysis of problem areas, (inciuding
course and instructional quaiity, low completion ratios, advertising,
refund policies, school collapses, and principal areas for concern);
and safequards against abuses, (including accreditation, State
licensing, The Veterans Administration, Office of Education, The
Federal Trade Commission, and other influences). Steps to be taken
toward the development of a better system conclude the document.
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REDUCING ABUSES IN PROPRIETARY VOCATION AL
EDUTCATION

DECEMBER 26, 197 L—Committed to the Committee of the Whele House on the
State of the Union and ordered te be printed

M. orirreep, from the Conunittee on Government Operstions,
submitted the following

TWENTY-SEVENTH REPORT

BASED ON A STUDY BY TIHE SPLCLAL STUDIES SGBCOMMITILE

On December 12, 1974, the Committee on Government Operations
approved and adopted a report entitied “Proprictary Vocational
Sehools.™ The chairman was directed to transmil o copy to the Speaker
of the Tousze.

INTRODUCTION

The Federal Govertment's inereasing connmitment in_support of
postrecondary edueation hias led to a deepening Federal involvement
m the proprietary vocational school industry. Several major depart-
ment< and ageneies provide loans aml grants to students attending
proprietary schools and millions of Federal dollars flow into these
sehools every year, Some $500 million in yeterans Lenefits reaches pro-
prictary schonls annually s the Oflice of Fdueation spends millions
of dollars to subsidize (he interest on loans to proprietary =chool
students and reports that elaims from lendets for defaults on federally
suredd Joans exeeeded $10 million in fiseal vear 1973 for proprietary
sehool stiudents alone,

Rehabilitation agencies and the Bureau of Indian Aairs both con-
traet directly with proprietary schools for training. A number of
dependents of social security beneficiaries qualify for the educational
allowance as a result of the attendance at proprietary institutions.
several ageneies approve propiietary schools or mike deterninations
of cligibility for federally-supported students. The VA funds State
approval agencies: the Office of Education aceepts schools for partic-
ipation i student loan and grant progiaims and recognizes accrediting

(1)
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assoetations. The Immigration and Naturalization Service approves
schools for attendanece by foreign students. These agencies exereise
varving dearees of regulatory controi over schools becanse of their
funding veaponsibilities, The Federal Trade Commission has been
active in_eariving out its responsibilitics tnder (he Federal Trade
Commission \et.

The Special Studies Subeommittee becane interested in the
proprictary vocational ~chool indust ry in part beeanse of its Govern-
ment Operations jurisdiction over the Veterans' Administ ration and
i part beeanse of its coneern abont the effect of reported abuses on
Govermment-supported students, Because of the nmumber of depart-
ments and agencies involved. the Govei mment-wide jurisdiction of
this committee  facilitated a compreliensive  examination of the
proprietary school mdustry and the Federal relationship to it. Four
days of hearings were held in July of 1874 during which Federal
rgeiiey rebresentatives, school acerediting associations, and scholars
i the field enve testimony., These hearings were preceded and fol-
lowed by ~everal months of staff imvestigative work, ineluding visits
to 2 numh v of proprictary voeational seliools and participation in an
acereditaiion vigit,

The Govermment has great influence on proprictary edncation
becanse of the <izable Federal finaneial input and associated supervi-
~ory and regulatory responsibilities. \lnost all proprietary schools
are subject to FT'C regnlation. and a substantial part of the industin
i< dependent on Government-financed students, Veterans benefits and
naranteed student loans have made it possible for <everal sehools to
grow papidly. and led to a dependence on Government-assisted
stidents by wany others, This report explores ways that (his in-
fiuence counld he nsed to improve proprictary edneation and make
Government spending in this field more offective,




DACKGROUND

There 1+ i i resing 1ealization in Ametiva today that for many
people, vocatonal saining cae be the bedt preparation for a satisfying
Bife, Stalls necessary i business, trades, and technical fields can be
acgnned i a number of way~ Many are learned on the job. Others
are acquited tistough compainy {1aining or vion apprenticeship pro-
erams. Comtonity coteges play an nuportant role by providing voca-
tional edueation 1o as ligh as 30 pereent of their enrollees.!

s rep o i cencernd wth mother institution that proy ides edu-
cation md tronne in teades, teehnical fields, and bosiness skills. That
institution = the propridtany vocational school. A brief pieture of the
mdustry ean e dinsn by exansning the sehool and their students.

Tur Scyooi <

Any eeneratiation about proprietasy vocationai schosls must be
e with eantion. for the schools difler greatly one from another,
They range nesize fiom one-toal oF one-wongh operations with half
a dozen students up to giant cortespondence seliools with envollments
of over 1o, Therd i= great variety in the ways they operate. In
amall residential facilities, every student may be known by name,
while the mational headquarters of a large home study school annually
processes millions of peces of mail amd uses sophisticated compnters
to meintain stadent records.

The most guoted estimate ol private vocational schools in the United
states today i 10000, althongh this figure is snbjeet to challenge. The
industry anmually enrolls over 3 million ~tudents who provide an
e~timated vearly income of abent 82.5 billion.

The traming otiered i as diverse as the schools themselves. Courses
are offered in mecomting. bartending, computer programing. gem
ertine. dog srooming. clectionie technology, medieal assisting, and
horthand, Cotr=e length varies from a few weeks to over 2 years. and
prices range from under a hnndred dollars to $2.000 or S3,000. Ac-
cording to the FTC, the average course prive in 1972 was about 5800.2

Nearly all of the sehools ean be grouped by course oflering< into four
or five najor ciegories. Faeh category b a nationally recognized
acerediting oiamization. Theve ave two uajor types of instrnetion—
Lome study and residential. (Some home study conrses. notably traek-
driving and heary equipient operation, require sonie training at a

“Sta rannt of e Caed Perhans oD Ko, ehademan, Towse Tidacation and Labor Com
B teee Canizpr sdotiad Rocord Oet 11 1978 p 150

CPraprictars Veotdolhd Schools bertngs before a wihenmmittee of the Commitier
sl Goverm nt Operanens Tlonse of Leppesentatives thereinalier cited a~ Chearines ),
W oddinmmton DO, I8TH po 15 Subsesprent atlaiion probably has nureased this fizire

)
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residential facility.) Home study, or cotrespondence schools, are
treated as oscparate group Gand eligible for aecreditation by the Na-
tional Home Study Council) because of their Lotie teacling approach.
Home study training is available in tades, business., aid teclarical sub-
jeets The residential schools are grouped into: (2) trade and tech-
nteal, with the National As-ocktion of Trade ana Technieal Schools
(NLTTS) being the major acerediton s (by busitiess. with the aeeredi-
tor being the Association of Independent Colleges and - Schools
(ALCS); (¢) barbering and coamctology , aceredited by the Costnetol-
ogy Neerediting Comuitssion: and (d) wmedical assisting and sumilar
subjects aceredited by the Xmerican Medical Assuctntion, althongh
some of these are also aceredited by NATTS.

The term “proprictny vocational sclivol adustry™ wdentifies a broad
seetor ol the overall educational und tinining network m this coun-
try, “Proprictary™ is u=cd to distinguish prolit-seehing schools (al-
thongh not all of them wake a profit)* from public or nonprotit
schools, The schools that are e subject of this report are privately
owned. but they are not all proprictary in the sense that they are
owned and operated by ancindiy idual, .\ utjority of sehools are meor-
porated. and ses cral of the largest schools ate o ned by large cor-
porate organizations.*

“Vocational™ is wsed to distinguish schools that obtain students
principally by emphasizing the carcer oppor tunit ios open to those who
complete the training, Some privately” owned sehools offer training
that is not vocaticnal, Proprictary seliools teach daneing, karate, and
sky-diving, and offer courses in art appreciation, Schouls that stress
cwployment and carecr ads ancetnent way veeastonally attract stu-
dents who are interested in the shill vather than its practival applica-
tion. This latter group is belieyved to be relutively small authorities
cttedd hy supporters of proprictary vocational education are clewr in
deseribing it as job related and divected toward practical application
in the world of work.®

A proprietary schools offer education and training with the objec-
tive of making a profit. This connnon objective, we helieve, justifies the
term “hdnstry™ even though there are undoubtedly ereat” differences
among these schools. Despite the differenos, they shiare in common
the need to attract students, generally through adyertising and recrait-
ment. and to set course prices on the basis of market attractiveness and
the need to make a profit. They must wlso face the general problems
associated with running any business—custoners st be atfracted,
pecounts collected, finnneial rocords maintained, and o forth, Some of
these administrative and financial challenges, of conrse, ave shared by
nonprofit o public educational institutions, Eyen tax-supported
schools must attract students and operate within some type of budget.

— e

*Revoral large schools visted by the <ta had lost money i the lest year, and noue
of them reported prafits as favorable as those In highegrowth indostries,

CRatz I U, A State of the Art Stidy on the Independent Private Sehool Industry
fn the State of Hlmais * Uiinois Advisory Council on Vodational Education, Springficld,
I May 1973, pp. 111- 112,

“Hearings, pp 203, 264 See alwo Belltsha, A Jlurves, “Private Voeutional Sehonls and
Thelr Stadents,” Schenkman Pablishing Co, Ine » Cambridze, Mass., 1969, pp. 1, 51 and
Kats. note 4 supra, g, 6,
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But they are not subjected to the same type of pressure as a school
totally dependent on tuition receipts for its existence.®

The nse of the term *industrs dues cmpliasize an inescapable fact:
Proprictary edueation s one foot in the education eaump and the
otlier in thie bustness canp, The virtue of this position is that proprie-
tarv eduention must sell itself. T doing so. it is often more responsive
to the current needs of its custoruers and of the society. When eduea-
fron is mierclinndised. it ean reach people who for many reasons would
not seek it ont, The viee of the position is that the drive for profits.
as 1 other industriz] coneerns. can tahe precedence over the quality of
the produet or its snitability for the customer.

Private vocational seliools are a wseful part of education in Nmerica.
They provide lielpfal training and cireer opportunities for many geri-
ous voeational students, People can learn shills at night, take courses
tlirongh the mail, attend restdence sehwols of good quality and often,
as result of their onn efforts, begin i uew and promisin 2 career. But
with inereased Govermnent spending in education and fast growing
private voctional sclwol population., the potential for abuse has been
ienified and real abuses have been identified.

Recent anticles i Reades Digest. the Boston Globe. aud the Wash-
ington Post ~ have presented the dak side of this edueational growth.
Tt inchides wote stuslent complaints. an increase iu student loan de-
faults. worthless cortespondence comrses and flagrant abuse of G1 bill
educittion benefits, There e acensations of deceptive advertising.
predatory reerniting practives. dishonest salesmen, unfair refund
policies, high dropout vates, and improper training for a job that may
not exist.

T SrebeNTs

Studivs of students attending 1esidential selivols shiow the madian
age of day students to be 20 yvears. with evening students being con-
siderably ‘older. The most cited teason or attending is to acquire in a
short tine the eutry -level shill for a ligha paying job or a new career

A A otady of correspotidence tasira tion spotisored by the Amerlcan Counell on Lducation,
aved the Nagretiad Cotmmission oft Accreditation, aid supported by the Cartiegle Corp, In New
Y orh assovsed the Inpat of profit seching as follow s, "Perhaps private hose study sap
piters are pight when thes obiect that ceithos place tee nich emphasis on the question of
profit They point oitt that self sdpporting aiaversity corres polidence departtients tieet the
stee probles, often i the smne mantier, Thoe depaftments - crpeclally those with no-
refnd pollerss  also profit froin nnearned iome gained thronsh dropoats and nonstarts,
In 5 °mivel sonowy  of pablicdy and privately owned schools, private home stidy
wwhiowts have provided tnstroction for miilisne of «tadents, They claim the rizht to be
Judee ¥ by thelr verformanee, not by thelr finuneial posltion,

Hlowerer, CEREP  tCorrespomrdeacs Dducation Research Project) cannot overlook the
importance of the protit wotive in determining such Ingortant assiaes as publiv aceeptance
of 1te correspondence metnod, the percentan: of operating revenue that can be spont on
instiaetton, and the attention 4 hool ean ar U will pax to the probles  of the ndividuanl
atudent  Profitinahing per se need not be bad, but is can create conditfons which produce
nndetr thite reslts, ' MacKenzie, Clhristensen and iy, * Correspondenee Instritlon in
the "nfted States, MeCraw 1101, 106%

2 Readers Disef, dune 149751, p 112 The Boston Globe published a series of artleles and
eediterials duritiz March and Apnl 1978 Fhe Washington Post publlshed a series of articles
by irle Wentworth, June 23-26 1074, The Oftice of Edueation Is preparing an cvilnation
of the eises desepilied tn the Globe artiiles. See also, Arnstein, George 1. SPhD, Anyone st
in the Joiv 1971 fssee, nnd “Bad Apples In Aeademe,” In the August 1971 fesue of “Amerl-
ean Ineatton’ publishied by the L& Office of Edneatfon, Dr. Arnctein polnts ont, “What
ail these dlomishes demonstrate Is thad the academic world Inclndes a share of charlatans,
thieves, and lars. They do not demonstrate that the entire enterprise Is fraught with
feand ** CAngust fssue, p. 130)
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field. The median age of concpondence school students tends to be in
the late twenties, witli wost heing individuals with families. They are
usually already employed and sceh training for a new seenpation. to
mnprove their position in thein present field of work. or to equip them-
selves to operate a part-time business,

Men outunmber women in proprictary school enrolliments. althongl
women Predominate in several business cowrses, Many students seck
from preprictary sehiools training o aducation they Jid not receive in
high schivol. Others have college experienee and look for practical way s
to obtaia a new skill. The Federal Trade Commission s concerned
about consumer protection in this ficld becse they believe four siis
ceptible woups are represented in the ty pical clientele of proprictary
voeational schools: Servicemen and veterans: recent bigh sehool
graduates and diopouts: ghetto residents: and the unemployed.?
Scandals in proprietary edncation. especially those inyvolying eriminal
fraud on the part of fly by night operators. demonstiate that appeal-
ing to a person’s desire to better himself can overcome natural cou-
sumer cantion in a large number of cases.

A reeent ctudy of the oceupational suceess of voeational edueation:
student~ provides additional information about proprictary schiool
stidents.” Tt took a random sample of 29 public and 21 residential
proprictary schools, selecting students and graduates from laree and
fast-grewing oceupational  programs rauging from acconnting to
cosmetology. T contrasi ne the public vocational school students with
the proprictary students. the study stated:

We found the proprictary student brought fewer resources
to scliool with him. Tie was more likely a high-school dropout
or gradnate of a low-status general or vocational program.
Also. the stwdent who fonnd his way into 2and graduated from
a proprictary school was more likely from an cthnic minority
group and lis verbal skills lagged belind Lis publie sehool
counterpart at graduation.®

Comparing the employment of the two groups. the study found
that:

Public and proprictary gradnates had about the same ocetl-
pational success. after controlling for differences in (heir
backerounds.

While finding little significant differcnee between the oceupational
success of public and proprictary stadents, the study painted a dis-
turbing picture about the s cess of voeational tiaining @iaduates in
general. Based on inferviews with over 2000 graduates. it found:

Only two out of ten gradnates from both public and pro-
prietary schools who chose professional or fechnival level
training ever got those jobs. The rest became elerks or took
low-paying, nnrelated jobs,

BITTC mento an saheomnit tee tiles

° Wihns, Wellford W., The Gifictivencs of Pabite sl Proseletary (0 enpatlonal ‘Frain.
tnz* Conter for Research amd Detdopment in Hizhee Laacation, nnversty of Calitornta
at Borkelev, Oct. 2, 1971

1 Ehl,, p. 182,

BIbid, o
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Almost eight ont of ten public and proprietary graduates
from lowerdevel clerienl or serviee worker programs got
those jobs but, with the exception of seeretaries, barely carned
the federal minimun wage.™®

The-e findings lead the author to challenge the assamption that voea-
tiobal education of ither Cype can serve as a hroad conduit for social
mobility. Ie states:

We conelude this latest evolution in postsecondary eduea-
tion that has reeently been extended to the least advantaged
population in the <y~tem waintans class and Income in-
equalities rather than overcomes them.

We are concerned in this weport with proprietary voeational educa-
tion, B we teeogrtize that the general aceeptance ol voeational educa-
tion dietates the parameters within which | oprictary cdueation oper-
ates, The tindings ctted above i lieate that wany parts of the hieiyiess
compuunity fail to give adequale eredit for skilis acynired through
voentional education. The study weeessarily was limited. and altheugh
the six occeupational fields it corvered are mujor arcar of growth, they
may not represent the hundreds of ovenpational eategories in which
voentional Uaining is offered. Nonotheless, in the schools that were
studied. the higher the voeational student aimed, the more liarshly he
was treated in the oceupational mae ket when he sought cmplovment.
Some of this was due to educational inflation, according to the study.
T the field of accounting. for example, ovcupational acceptanee is de-
termined not so muelt by technical ability as by status conferred by
years of schooling.

Proprictary school students generally start off with fewer ad-
vantages than those whe seek vocativnal training in public schools, It
wounld appear that propn ictany ~chools, using shorter. more intensive
courses. can lelp their students obtain roughly the sune occupational
sneeess level as their public connterparts. Tlowever. assiming the sur-
vey data to be representative, this level still does not give saflicient
recoghition to the stndents’ hard-earned gualificat.ons and  the
perseveranee neeessary (o attain them. T this and othier respects, public
and proprictary vocational education share more problems than is
generally recognized.

1.
3 fhid., p. 1
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SUMMARY AND CONCLUSTIONS

1. Proprictary education provides a large number of people with
training that prepares them for employment in a new field or enhances
their skills in their present field. Ilowever, a great many students are
being eurolled in courses that they do not complete. especially in home
study schools. and some students are the vietims of outright fraud.

2. The need to make profits forces proprietary schools to seek out
students who otherwise would not avail themselves of education or
training. Tn recruiting students, however, a large number of schools
are enrolling prospects who have a low probability of finishing the
course. This practice needs to be restrained.

3. Federal funding lias made it possible for many individuals to
avaal themselves of education and training from proprietary schools.
1t has also led to recruitment efforts being lheavily directed toward
students whose courses can be financed by the Government. This means
that many schools, notably home stady schools, have oriented their
approach to veterans or guarantced loan students and are excessively
dependent upon this source. In these cases. the check provided by the
school's ability to appeal to those who pay their own meney is largely
removed.

4. The present system of checks on proprietary school operations is
inadequate. Even ethical schools of long standing. perhaps under com-
petitive pressure, linve semetimes used guestionable advertising or re-
eruitment tactics. Althongh the oversight provided by effective State
licensing. accreditation, and Federal regulation has heen offered as a
workable control mechanism, the thiree parts of this system seldom
work effectively together. Funding agencies have excreised too little
control over where their funds go. There Las heen too little coopera-
tion among Federal agencies and Letween Federal and State organiza-
tions concerned with proprietary school operations.

5. Critics of the proprietary school industiy have served a useful
purpose in highlighting the need for improvement. Too often, how-
ever, their indictment of questionable practices has been presented in
such a way as to condemn the entire industry. The discovery and pub-
lication of consumer abnses should be continued, but care shonld be
taken that unscripnlous activity by a small number of schools 1s not
trented as though it were common to every proprietary school.

(9
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RECOMMENDATIONS

1. Agencies which expend sizable smns in support of proprietary
voeational sehool students should make greater efforts to insure that
this money is effectively spent. The Veterans  Administration shonkd
immediately increase its efiorts to determine what results are being
obtained from VA-funded education and training programs, includ-
ing proprietary education. This information should be veadily avail-
able to veterans considering uses for their own educational
entitlements. .

2. The Veterans’ Administration should emphasize that benefits are
provided ouly for educational, professional or vocational objectives.
In beuefits application forms and elsewhere. the VA should stress that
benelits ave not provided to fund courses for hobbies or the acquisition
of television sets or tool kits by veterans who have no intention of mak-
ine vocational use of the traimng. )

3. The Veterans® Administration should develop standards for State
approval agencies, which they fund, to use in approving a course for
V A-supported students.

4. Tile Office of Education should develop eligibility regnlations
expeditiously. so that the Goverument can move rapidly against
schools not providing full value to the guaranteed-loan student. The
appropriate committees of the Congress should extend the authority to
limit, terminate or suspend a school’s participation to all federally
snpported education programs, cither by granting OF’s request for
broader authority or by writing criteria into the law itself for the
excrcise of this authority.

5. The Office of Education should correct its past mishandling of
the student loan program by developing complete and accurate infor-
mation and taking action against lenders and schools that account for
a disproportionately high number of defaulted louns. Particular atten-
tion should be directed to loans made by schoois to their own students.

6. The Tederal Interagency Committee on Education shonld pro-
pose an acceptable npper limit for the pereentage of federally snp-
ported students in any proprictary school to reduce the present mn-
healthy dependence ont Governunent-supported students.

7. Valid complaints of serious abuse received by any Government
ageney supporting or resmlating proprietary school edueation should
be shared with all agencies dealing with these schools. The Office of
Fadueation appears to he the most logical collection and transmittal
peint. with individual 2 oeneies continuing to take sneh action us they
deetn worranted. Additional cfforts to share information are required
on the part of the Veteran<” Administ ration’s 58 field offices. by trans-
mitting to the central office serions aileentions of abuse. and by the
Federal “Trade Commizsion, The centralized Federal colleetion point
chould also work closely with State agencies such as the Tducation
Commission of the States and the National Association of State \gen-
cies for Private Schools.

1n
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S, Selected portions fiom consumer edueation materials published
by the Federal Trade Connnission and other Federal ageenceles shonld
be made available by schools to prospective stundents secking Federal
Pding. TTEW and VA rezional offices should stock this wmaterial
and isue it to schoels enrolling federally supported students. The
U.S. Govermment should finance the print g of this material,

9. The approprime committees of the Congress shoulil consider
legislation Torgiving student repay ent of guaranteed student loans
where a federally approved institution Lias gone banhrupt and is in-
able to provide a student with all the training he has paid for. The
Oflice of Fdueation shouid vequire periodic cash flow statements or
other indicators of financial viability for schools participating in the
Government student loan program.

10. The VAL the Ofiice of Tidneation. and the acerediting agencies
i carrying ont their respective roles should give partienlar emphasis
to safeanardy against enrolling ~tudents who are unlikely to henetit
from the protfered training. Propiietary schools shonld nilke greater
cfforts to identify enrollees who will probably be unable to handle
the conrse material. This conld probably be done most effectively by
carcful monitoring of student progress during the early stages of the
course.

11. The Government should continne to use the national aceredit-
ing associations to help scttle complaints, .\t the same time, the Ied-
eral agencies should recognize the imherent limitations of acerediting
associations and be prepared to limit, terminate, or suspend school
eligibility irrespective of acereditation.

12. Schools should diselose to prospective students the completion
rate for the course being considered. This rate shonld be based on the
number of students who actnally start the conrse.

13. Schools should also disclose to prospective students placement
data on individuals who have completed the course. The schools should
be permitted to use valid statistical samplings where it is impractical
or wjustifiably expensive to maintain contact with every graduate,

1+, To minimize the financial loss to students who mistakenly en-
roll in a conrse. a more equitable refund policy shonld be adopted
than that now prescribed by the national acerediting associations.
Sneh an equitable policy can’include a small fee to defray the admin-
istrative cost incurred by the school in enrolling the student.
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DISCUSSION

During its long listory, datiug back to the Massachusetts colony.
proprictary education las offered tiaining and education to those nn-
able or mwilling to obtain them from public sonrces.! And during
this period, the mdustry has created unhappy customers and gen-
erated proposals for regulation and reforn.' In recent years, as 1ed-
eral puyments and loans have made it possible for more people to
enroll i proprictary schools, attacks on the industry have increased.
Media eaposés have featured former students who feel their training
o5 worthiess. and ex-salesmen who outline how they misled unsus-
pecting prospeets. The collapse of several large schools left paid-up
students, many of whom had borrowed the money. in the middle of
conrses with 1o hope of getting the rest of their training or their
money back. Legisiation has been introduced aimed at correcting
come of these abuses. and the Federal Trade Commission has become
increasingly active in this area.’ Federal funding sources, like the
Veterans Administration and the Office of Education, bave been di-
reeted by thie Congress to devise and enforee st ricter cligibility stand-
ards for proprictary schools. The investigation and hearing by the
Special Studies Subcommittee attempted to ascertain the workings of
proprictary education and recommend ways that Federal spending
and regulation in this field could be made more eflective.

Tue Narvee or Propmrrany Fpureamox

Vost observers believe that not enough is known about proprietary
education. The number of books and studies about independent private
cchool is minuscule compared to similar writing about academic edn-
cation.t? Tniveisities encourage and expect their facnlty members to

" Knoxz. x},lee 4 supra, p. 6, reproducing an advertisement from the Doston Garette of
1728,

Magp 2 2

" pe 129,

1 3 e, the restitutlon to <tudents agreed to by Career Academy reported in the
Wall Street Jonrnal, Nov I4, 1974 p 22, eol 1. One problem with the Federal Trade

Counnisgion s that e rlsdletion does not encompas all voeationnl schoels: thus, the
protection of the espsuirer qin sare depending on whether a wehool is publie, not-for-
profit, or profit veekine The FTC eleariv has anthority over profit ceehlng <chools but
does ot have anthorlty over pubile schools, Some observers contend that the 1°TC could
assert juriudietton over ot for protit swhools 1f thev are uot operated under cluritable
or philanthropie ansptees A Colorado State law ,eszulating proprietary ~ehools and de
tinine them as =any business enterprise operated for a prefit or on 2 nonprotit basi "
Wi~ onstried ta anclude not for profi <ehools by the Sapreme Conrt by that Ntate, Keo
Penple, es rel Dunbar v, Trimdad State Junior College, 32010 24 786 (Coloradoy, 1074, The
Canrts defindrion of seleemost pary’ was continzent on the wording of the State law,
fowever, Thic bssue ic siznificats hesaise a major recent scandal involving a srhool al
Jezedls operating on 2 hongroti basis, Hearings, pp 6 7 . R

S Uearings, p o5, Crerent stidies foeltde  DBielitses, note 5osuprn Cimk liavolt F
and Hareld X, Stoan, “Classpoos on Malu Street Now York, Teachers College Press,
jnn, MaeiSesizie, note Ga supra Mathieson, Davld 15, * Correspondenin Neudy: VS
mare Review of the Researeh and Development Literainre Wachingston, D . National
Home Studv Couneil, 1971 Miller, Jay W end Walliam 1 Hamtiton, “The lllvl.l"-u-nlh'l't
sisdsiess Sebool i American Felneation “New York Gregpe Divislon, MeGraw-11111 1084
vrians larel! N, Jean Levin, Elfzabeth W Baner, and Genrge 1o Arnsteln, “Urivate
Acereditation and Pablic Tligibitles ropoet for the U8 Office of Educatfon nnder con-
teaer with the Brooklngs 1nstitntion and the Nattenal Meademy of Publie Mdinistration
Fonndation. Washington, D&% Febroiary 1971, Wilms, tote 9 supra,
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engage ina grear deal of research and publication, to the point that
eritics contewd teaching has become secondary. The contrary is true
in proprietary schools. Teaching and Instincting is the preeminent
edueational function. and there is little time or woney for introgpec-
tive studies. In addition, the schools revenl their proprietary nature
in elosely holding mnch information thar tught be useful in studies
tinformation was made readily available, Liow ever, to members of the
subcommittee stafl’ in every school they Visited) 'S Consequently. gen-
eralizations are made about proprictary cducation that may not have
the desired amount of statistical support. The following eharacteriza-
tions have been made by many authorities:

1. There is bias against voeational education in the United States
and when this education is offered Ly a prodit-seeking school that byzs
is inereased.'® A few prestigious fignres have endocsed proprietary
edueation. hut other educators adamantly oppose “taiuting” education
by offering it as a business. Some observerssee a contradiction i oppos-
ing profit-seeking businesses offering education w hile condoning protit-
making in other crueial services like lhealth and legal advice. One
writer wondered why a stigma should be attached to teaching account-
ing for profit while none seems to be attached to teaching piano
plaving.

2. There 1s a sharp distinction Letween residential and home stinly
education. Residence schools more closely approximate the academic
approzeh of public education—there is a classroom, a teaclier and a
scheduled series of classes. ITome study is often viewed with suspicion
even if conrses are given by a university. although offering of college
eredits for students through course materials printed in the newspaper
or broadeast over television may presage a change here. (Several
Faropean nations, notably Sweden. make far greater use of home
study than does the United States. Tlhe aceeptability of this method
of education seems much higher in other Western nations.*)

3. There is a tremendous (Tnp]ic:ltion in course vfferings, with dozens
of schools having their own version of popular programs. Effects of
this are most noticeable in home study comses, since all nationz! selhiools
theoretically appeal to the same audience. .\ study by the Carnegie
Cormuission found problems with course quality in many of these
schools. The study etoup was not surprised by tlus. sinee the develop-
ment of individual school variations amounted to contimuous rein-
venting of the wheel. In general. proprietary =chools were found to be
very jealous of their own techmiques. Experience gained from trial and
error is not pooled o1 shared to any great degree. The result is that each
<chool develops it< own courses. Tho conumiosion report proposed some
standavdization of materials. perhaps making them available sep-
arately as textbook <. Pointing to inevitable s Lol bndget constraints,
the study group questioned whether there was enough talent and
money to develop dozens of first-class courses for the same subject

“Mador propristary <chonl assorctations urged  that member schools bhe visfted and
oered D conperacon During visits by committee <taff, ~chool proprietore opened files
T inepeetion mad. nae objection to private disenssion with students, and cooperated
I answring guestions, (Sehools visfted were all oceredired.)

2 Belitsky, note 5 anpri pn 2,171, 186 157, 145, Kempfer, Homer, “Private Hon.e
Stndy Rehoale fn Mol * 1linnie Advisory Counell on Vocational Liduention, Springfield,
HY F0T3, » 12 Repart on Proprietass Vocational S ool tHotse Repibliean Fash oo
o Tgeatfon and Trotutng oy Republican Conference, Ane 12, 1970y, reprinted in
Cengres gonal Record, Aug, 12, 1570, 3 ol 116, No., 139, pp. 28600286035,

< Kempfer, note 19 supra, p. 60,

 AlaeRenzie, note 6 <apra, pp, 175, 1823, 216217,
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1, Not only are there many course offerings for the same subject but
there are also remarkable price difierences among oiferings from ac-
credited schools. Presumably. each acerediicd school offers a course
that ean do what it claims. Yet a coutse from one school may east 40
pereent more than one f1oin a competitor. Some of this may be at-
tributed 10 better mater tals. custs of sales connuissions. use of guar-
anteed student loans. and so forth, Regardless of the canse. price
disparities among schwols appealing to a national narket indicate that
competition for students does not resnlt in comparative shopping by
most buvers. (Price disciepancies also exist in higher edneation. as
exemplified by univasity night class offerings in the Washington.
D.C.oareal)

5. There are other customers for proptietary education besides indi-
vidual stadents. One report states that there are over 10.000 private
industry contracts for correspoitdence edneation offered by proprie-
tary institutions, 5.000 of them with one school.* The Xrmed Forees
has e contracted with proprictary schools for both edneation and train-
ing and. for nany yeat~. operated one of the biggest correspotdence
edneation networks uider the T8, Armed Forees Institute. The De-
partment of Labor ls placed stundents in proprietary schools for job
traianing. as has the Bureaw of Indian Adfairs. and Federal and State
reliabilitation agencies have utilized the training capabilities of profit-
seeking schools.

6. 'The overwhelming majority of students taking proprictary edu-
cational conrses o so in hopes of improving their economic statns.
Some look for a job in a new occupational field while others want to
mprove their abilities in a field where they are already working. The
sehiool’s advertising reflects this. With the exception of federally sup-
putted stndents attracted to courses that appeal to the hobbyist or offer
nselnl equipment. most cimollees in proprietary vocational schools hope
to make practical use of the training.

7. Proprietary education is seen by many of its supporters as pro-
viding a snpplement to public education. In this view. it rouncs ont
the total available eduvational offerings. One study pointed out that
agrieultne courses were not available from proprietary schools be-

anse public offerings were very comprehensive. Another example cited
was the disappearance of trade courses such as bricklaying because
unions adopted apprenticeship programs.®

While this concept may have some validity. it is not enfirely ac-
cnrate. Proprietary schools sce themselves in competition with com-
munity colleges, af least in terms ol conrse offerings, for many of the
staple vocational conrses (secretarinl, business, etc.) can be obtained
from public institutions. Sowe observers. however, contend that pro-
prietary offerings complement rather than compete liere beeause they
“lead students along different paths to the same goal.” =

§. Even where essentially similar conrses are offered, proprietary
edueation reaches stuedents that public education does not and, in
many instances, cannot reach. Sometimes proprictary edication is the

2 fCompler, note 9 <upra, p NI,

=K t7 poto 4 mpra, p 6

etudy 1tnds Job Traiming Compares Favorably With That Offered by Publle Ineil-
futione.” Manpower (publi-hed by UK Department of Labor), March 1973, pp. 10, 200
A~ peinted out dn the Wihms stads, note 9 <upra, proprletary scelonl <indents generallyv
Lave brekerounds different from those of students attensding publle fnstitntlons, snggesting
that studenis attracted to one type of schoul may not necessarily respond to the other.
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only cdueation available; geographic or time constraints make it im-
possible for a student to attend a public institution. Many individugls
who were uncomtortable in high school shy away from the academic
approach they attribute to universities and connmunity colleges, Pro-
prictary school advocates contend this i« (he reason they can sell a
conrse to a <tudent while a nembly tax-supported publie institution
offer< it at a muich lower cost or even free.

9. Private voeational schooling is for many their last available
opportimity for self-improvement throngl, training. School owners
emphasize that because of the practical, hands-on appreach they take.
and the absence of rigorous entry examiuations and nnneessary test-
ing on theory, they can persuade a person with a record of chronie
snderachievement to give education one more try. For this gronp., it
is elaimed that a proprietary institntion is 1 =cliool of last resort,

When it gives an individual another chance to develop himself.
proprietary education performs an important service. \ssumption
of <ocial responsibility, however, carvies with it an attendaist dutv—to
refrain from stimnlating the desire for betierment only to exploit
it unfairly, Fdueational consnmer abnses deserve more censure than
most heeanse they can deprive the customer of not only his money
but aleo his hopes. As the sentencing jndee observed i g eriminal
frand ease involving an nnsernpulons (ruckidrivine and heavy equip-
ment sehool that reernited via help-wanted ads, this was “a partienlar-
1y obnoxions type of ¢rime.™ 23

Porexrian Prosriys iy Proreicraey Enveatiox

The hybrid nature of a proprietary vocational school leads to its
shaving the problems and potential of education along with those
of Im<iness. As a school. it can encounter problems facing auy in-
stifntion that offers education and training. Knoningly or unknow-
ingly. the school may have madequate comrses, poor facilities or
wpalified instructors, The training or edueation offored may be too
difliendt for the students accepted by the institntion. A conrse mayv
qualify an individual for a job opportumity that is virtually non-
existent, Failings like these are not confined to proprietary education.
of eourse, They ocenr in public and nonprofit education as well.

< a business. the proprietary school 1nus the risk of other profit-
oriented establishments. Prospective buyers may be misled abont the
natnre of the produet throngl decepti e advertising or the statements
of <ales representatives. (fustomers who decide not to nse the produet
may find that the refund poliey is infair or enforeed only nnder the
threat of complaints or legal action. Poor finaneial management can
result in insuflicient eash reserves and the risk that an unforeseen con-
tingeney will lead to bankruptey, leaving enstomers without the prod-
net and without any monetary compensation. Proprictary schools are
not exempdt from the management diffienltios that. confront any busi-
ressand reportedly are the principal reason for the majority of small
business failnres.

\ <mall minority of businesses operate with a conseious intention
to defraud the public. The proprietary schoul indust rv has had its

= Postal Inspeetion Serviee, “Law Enforcement Report,” July 1974, p, 24,
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share of these unserupulous operators. who can give an entire industry
2 bad name.? The most glaving instances ol fraud usually occur in
<choois that have not attained acereditation and, in many instanees,
operate without any kind of State licensing. .\ recent issue of the
Postal Tnspection Nervice's Law Enforcement Report smumarized a
frand investication of an unaceredited. unlicensed selool that had
vietimized at least 10.000 persons of an estimated £3 million.” *

Operators who set up cchools for the purpose of making a quick
kil and then avoiding the leeal consequences of fraud will probably
place themselves outside the reach of State licensing laws, the Federal
Trde Commission. acerediting agencies or Federal eligibility rules.
"Phese safegnards rely on a modicun of cood faith. Outright fraud is a
problem which we believe is most effectively addressed by criminal
prosecution rather than the regulatory and eligibility criteria ad-
dressed later inthisreport.

THI SCOPE OF PROPRIIIARY SCIHOOL PROBELEMS

All of the witnesses who testified at the hearings said that there
were problems in proprietary cdneation. This consensus on the exist-
ence of problems, however, was not matched by any agreement on
low severe these problems are. Representatives of acerediting associa-
tions quite naturally contended that much of the concern is over-
stated. Dr. 1Iarold Orlans. who had recently completed a study of
acereditation and eligibility, gave as a conservative estimate that 5
to 10 percent of aceredited schools were involved in consumer abuse
of one kind or another.®s The commissioner of the Indiana State
Private Sehool Acerediting Commission. one of the more active State
reculatory agencies, cited statistics on all complaints about proprietary
schools, ranging from inconvenience through frand. Complaints of
all types were received on only 8 percent of the proprietary schools
now Tocated or operating in the State of Tndiana. Allegations of fraud
were extremely rave. But this group had already been severely culled:
at the time Indizna began its program, an initial serutiny resulted
in denial of State approval to almost one-half of the schools then
cnroliing Indiana students.®

Another indicator of school problems is the number of complaints
received Dy Federal and State anthorities and consumer groups.
Judged against the student population. that number is remarkably
low and might be read to indicate that problems are not as rampant
as industry critics suggest. Drawing the inference that problems are
proportional to complaints, however, assumes willingness to com-
plain and knowledge of where to complain. Many observers contend
that the complaints on file in Federal agencies are low in part beeanse
most students do not know where to write and also because the agencies
have not established a sinele collection point for serious charges of
abuse. In addition. the traditional assumption that educational
failures are the fault of the student is reinforeed because large num-
bers of enrollees have not excelled in earlier school experiences.

2 ¢The public Is auick to associnte corrospondence Instrnction fn general with the dis.
reputable operators. If the legitimate sunpliors want 10 avoid beine as<orinted with
fraudnlent schools, they muct do all they can to see that the frauds are put out of
brddness,” MacKen/sfe, note 6 sunra, n 117,

2 J.aw Linforecttent Report. note 25 supra, p. 25,

=t [Jearings, p. 6O

=2 [learings, p. S4
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Reluetance to complain is shown when even elear cases of abuse. snch
as the ccllapse of large schools, result in complaints from only a
small perventage of ihose victimized.

A series of exposds 1 the miedia has identified a number of unhappy
individuals and some former school employees who admit to having
engaged in di-creditable practices. Most exposés are of an ancedotal
nature. While the specific instances cited way be correctly deseribed.
they do not give a good statistical indicator of the size of the
problem. Also. sume of the sehools singled out in media accounts are
able to produce evidence of satisfied students to refute charges that
their training s worthless,

Evidence of probloms is shown by suceessful legal action agiinst
schools such as Poctal Service mail frand cases, FTC consent decrees.
and lawsuits by students or Stute goveruents. Iere again we ean see
that ereatcr protection against abuses is required, but the preeise
nember of bad actors or bad actions cinnot be caleulated.

The state of knowledge about this industry—the number of schools
is not known with eertitude—does not permit a reliable estimate of
the extent of abu-es. Although we would prefer to cite figwres
indicating the percentase of students likely to be victimized. we ave
satisticd that the problems are widespiead cnough to eall for changes
in s hool nperations and regulations. So is the Foderal Trade Commis-
ston. which disens-eil at the hearvings the possibility of a trade regnla-
tion vule for the industry.™ A proposed rule was stibsequently
prbtizhe Land will e the subjeet of hearings in & number of cities.3
Becanse this projosed rule conld vesult in a signifieant. change in
sehool operations. the Federal Trade Commission published a fact
sheet to o compauy the ride. We believe this constitutes the most recent
attempt to draw up a bill of particulars. For that reason, it is
deserving of more defailed examination.

PROPRIETVARY STIIOOL ABUSES AS DLFINED BY i FIC

The Durean of Consumer Protection’s Tactsheet on privately
owned voeational schools ennmerates the major provisions of the pro-
posed rule. Tt follows this with information about the indushry
gathered by the stafl of the Federal Trade Commission. Tn four para-
graphs. the fact sheet deseribes the problems as the FTC views them.

First. “the Convii-sion staff hias reason to believe that some schools
enage in deceptions and misrepresentations™ in seven areas: (1)
course aurlity: (2) employinent and earnings potential; (3) admis-
stons <tandard- and the enrvolhoent provess: (1) tuition and refund
poiicies: (3) the oxtent or meaning of acereditation: (6) dropout
rate: and (7) axtent or meaning of Federal participation and fundine.
The Commizsion's fact sheet adds an Sth point: “seliools fail to fully
discloze material facts.” :

Seeond. the £2 ¢ sheet identifies denpout raies by noting : “a substan-
tial dropent vate appears to be a problew thronghout the industry.

& Hearings, pr, {9, 50,

TIO R O20M95, Ang 13, 1974, The Comtnlssion’s Bureau of Consumer DProtection
fesned a fartsheot ertlng four masor prosislons of the rule: (a) substantiation of em-
ployment and carnfngs clains, 1h) dicclusnre of dropout rate and placement statisties,
(er a 102 coahing off nertod with the prospeet’s taflire to reatlirn mnking the contract
vold, and (Q) pro rata refunad poller,
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F'TC staif research has found that accredited home study schools have
a dropout rate of approximately 88 percent.” The fact sheet then notes
that dropout rates are lower in residence schools, with very low rates
in a few ficlds, but that sowe areas of training have dropout rates of
over §0 percent.

Third, the paper points to placeinent problems, beginning with the
following statement: *Commuission staff believes that the widespread
inability of the proprictary vocational school industry to provide
students with training that results in jobs is probably the mnajor con-
sumer abuse.” The I'LC estimates that under 10 pereent of the initial
enrollees in home study schools and less than 50 percent in residence
¢chools find jobs in the field for which they were training.

Fourth, the fact sheet identifies refund policies as a problem area.
¢ Almost. every voeational sebool appears to nse a refund policy that
11'(-quires a stndent who drops out to pay for some unused classes or

essons.”

In laving ont the need ifor the trade regulation rule, the Federal
Trade Commission has turned to quantifiable indicators i three of
its four charges. ‘There will probably be some disagreemen. about the
overall industry statisties, and further argument abont some of the
torms. but the FTC approach does look™ at measurable activities.
Qeliools knos how many people finish their courses, and many of thein
already determine through statistical sampling the approximate per-
centage who find jobs in the field they trained in. as defined by the
Dictionary of Occupational Titles.>> Refund policies are spelled out
in the entollment contracts. The F'TC concentration on these figures
provides a much firmer base for perfornance measurement than would
an alternative approach. such as attempting to assess student satis-
faction. But if these figures are to be used, they mnst be relatively
accurate, defined as precisely as possible, and, above all, valid reflec-
tions of what they purport to measure.*

Proprietary vocational education has a much better defined pur-
pose than academic education, for its goal is to equip the student for
employinent or advancement. Vocational education, especially that
offered by private schools, shies away from suck praiseworthy but
vague objectives as “develop the whole person” or “give the student
the basis for un(lerstandinglhimself and his culture.” Trying to devise
some event or statistic that would measurc the value of an under-
eraduate education wonld be a difficult, if not an impossible, task.
Vocational education lends itself to such a measurement, although
there are undoubtedly problems with any simplified approach.

® Qoo e.g., “Surves of Student Success and Satisfaction,” an ASI Guided Independent
Study conducted by Ernst & Ernst for Advance Seliools, Ime., Chicago, 1., Aug 15, 1974
The definition of employwment In werk related to the fleld of tralnlng made use of the
"Dtict'l'nnnry of Occupational Titles.” See section of study entitled, “Employment,” foot-
note o

33 The correspondence educatlon research profect study financed by the Carnegle Corp
warned. **Course completion statistics are doubly misleading if one attempts to generalize
trom them A student may drop out because the work 1s too difficult or because he does
not have sufficlent motivatlon to keep up with the work. But ke may also stop submitting
lessons because he has satisfied personal goals before the complietion of the course.”
The study also Dolnts out that some achools maintain course completions Ly indlcating
*“the percentngg of lessons submitted out of the total mumber required from all students
enrolled.” In this case, course completion would not indlcate the number of students whn
finished tha course but the overall percentage of required lessons submitted by all studen?’s.
acKenzle, note 6 supra, pp. 88-99.

L. Rept, §3-1640——+4
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During the hearings, which occurred before the publication of the
frade regulation rule, the subcommittee indicated that it favored pub-
“lieation of dropout and placement statistics. To this degree, we agree
with the approach of the FT'C, but we think the fact sheet uses the
wrong basis to derive these important indicators and that it draws
unwarranted conclusions from them. _

First, the use of the term “dropout” in the fact Sheet apparently
does not recognize the difference between a student who never submits
a lesson and one who embarks on a conrse of study but fails t6 com-
Plete it. Apart from the fact that use of the term “dropout” rather
than “completion™ accentuates the negative, the F'I'C does not recog-
nize what the industry terms “nonstarts.” A nonstart is an enrollce
who never submits a lesson; he can hardly drop out from training he
was never in. The staff is aware of nonstarts as high as 15 percent in
Some courses; including this group distorts the figure. Many home
study schools presently have policies that provide for a complete re-
fund to the student wlio never submits a lesson. Where a school charges
a student nothing, or ouly a modest fee to cover adiministrative costs
of envolling and disenrolling him, we do not believe that he should be
Swept iuto a statistical measurement that purports to judge the effee-
tivene's of the school's training. Schools should provide completion
rate data to prospective students based on the mnnber of past enrollces
who actually began training.

This evror in devising a measurement is earried over in the FTCs
disenssion of placement vates. On the basis of the low percentage of
initial envollees who get jobs in their field of training, the FTC makes
a major condemnation of the value of proprietary school training.
The fact sheet speaks of “the widespread inability of the * * * jj.
dnstry to provide students with training that results in jobs™ calling
this “probably the major consumer abuse.”

The figuves cited in support of this statement do show a very real
problem, viz. in many eases the number of students who ave able to
finish the course is unacceptably low. In our judgment, these figures
do not show what the FTC claims: "That schools emimnot provide traiu-
g that results in jobs. Until a student completes the conrse, he has
ot reccived the amount of training the school has established as nec-
essavy for job qualification. The logic would call for judging a law
school by comparing the number of initial applicants for the freshman
class with the number of graduates who pass the bar 3 years later.

The FT("s composite figures on home study are an appropriate illus-
tration. First. 12 percent of initial enrollees complete the course. Sec-
ond, the number of these initial enrollees who get jobs is “well under
10 percent.”™ Tf this phrase weve interpreted to inean around 8 percent,
then ont of every 100 students who initially enrollad, 12 would finish
the conrse and 8'of these would get jobs. This would indicate that two
of every thiree students wlho conipleted a course got a job in the ficld,
hardly a basis for charging that the training is not effective. The low
completion rate. however, does suggest. indiscriminate recrniting. As
discussed subsequently. the committee believes that enrolling people

who canuot complete the conrse is a major problem in Inany propri-
etary gchools. But. we cannot agree that the success of a training pro-
gram 15 measured by what happened to individuals who never com-

pleted it. or as the fact sheet would have it, never even started it.

<3




ERI

Aruitoxt provided by Eic:

21

The fact sheet lists seven areas where there is reason to believe that
deceptions and misrepresentations oceur. Information developed dur-
ing the subconmmittee’s hearings and stafl investigation points to the
second of these categoriecs—employment and earnings potential—as a
primary area for concern. Violations of the seventh category—extent
or meming of Federal participation and Nmding —are frequenly
reported with respect to Veteraus® Administration funding. Schools
sometimes do not use the permitted phrase “approved for veterans”
but. some variation such as “approved by the Veterans’ Administra-
tion.” In citing misrepresentation, the FTC has identified a_major
problem area. Some cases are blatant. while others involve delicate
judgments,

The F'TC's statement that students pay for lessons not received ap-
plies to most voeational schools that the subcommittee staff visited. As
noted later. the present refund policies of sehools appeer to be in-
equitable to students at certain completion levels. Paying for unused
classes is required not only of proprietary school students but also of
college and nniversity students. Many institutions of higher learning
have adopted refund policies that are more unfair than those of
proprictary schools. The Office of Education’s proposed regulations
for guaranteed student loan programs should help redress this; they
call Tor an cquitable refund policy in every institution enrolling loan-
supported stndents.

Avanyars o Proueyr Aptas

Those who choose a carcer in the private voeational school industry
expose themselves to the risks of making honest mistakes and the
tenptation to tilt dealings with students in their own favor. The
potential for abuse exists in both the school’s educational operations
and its business dealings. There is interaction between them: a drop-
ont, or refusal to pay for lessons. ean be founded cn the student’s be-
liof that the educational material was inadequate. eeping them sepa-
ate for purposes of discussion, the following section examines the
abuses and some of the conditions that tend to check themn.

Tt. is necessary at the outset to distingnish between “normal® com-
plaints and abuses requiring corrective or regulatory action. Many of
the things proprietary school students complain abont. generally only
to the sehool. do not necessarily indicate the existence of abuses. They
may refleet a temporary inefliciency in administration or stemn from
forces ontside the sehool's control. In correspondence education. for
example, the most prevalent complaint seems to be late receipt of a
new lesson that shonld have been shipped when the school graded the
previons lesson, Other day-to-day complaints include inoperative
equipment. missing parts from kits. or confusing lesson material for
one seament of a course. Problems like these are vexing for the stu-
dent—and often for the school—and shonld be solved. They ean
hardly be called consimer abuses unless they are flagrant and repeated.

COTRSL AND INSTRUCTTONAL QUALITY

_ Turning first to the educational operations of the school, there are
instances of poorly prepared material, inadequate testing of the stu-
dent’s knowludge, incompetent instructors or unsatisfactory facili-
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tics—the gencral complaints that might be made about any program
of education. The yuality of the conrse matetial and the iustruction is
of major importance in any propiictary school, sitice this is the heart
of what the consumer buys. Instances of iradequate training came to
the subconmittee’s attention diring the course of its investigation.
Nunetheless, our investigation suggested that this is uot the major area
of consumer abuse. Almost thiee-Tonrths of complaints to the Oflice of
Edueation, for example, are about business practices™ The staff exam-
incd the edneational materials for a munber of courses, including sume
that had a low completion pereentage. The material generally appeared
to be adeguate for instractioual purposes. Longer courses prepared
Ly the samie Lotae study school will have more dropouts than shorter
s, This suggests that low completion 1ativs in themselves do not
Lo essatily ean that the instructional material is poor. Staff obser-
vition ol the acarediting process revealed a rather thorough—-and
often critical analysis by subject-matter specialists. Without down-
Phying the need for continned improvement of conrses and ednea-
teonal researdh, we conclude that development. of effective instruc-
11 al material is within the capability of most well-managed seliools.
This is not to say that all schools have in fact developed adequate
material,

Avcquisition and retention of instinctons is a problem for many resi-
dential schools, "There is no tenure. The instructor may lose his job
ecause the enrollment drops or the course is phased out. and the
1My i constrained by pressures to keep operating costs down. Resi-
ditial sehool owners said that good instiuctors like to teach; other-
wise, the modest salaries and sheer number of contact hours (30 a
week in one sehool) would discourage them. Recruiting teachers is
often a_problem, but the school can tell rather quickly whether a
teacheris effective.

Revizion and updating of course material is subject to the same con-
s aint. althongli some of the schools visited by the staff were spend-
iz or planning to spend consideralle sums of money on conrse re-
virion. Some proponentz of proprietary edneation claim that many
of the innovations Low being recognized in public edneation were
Pimecred by profit-secking scliouls. Tlome study examinations are
oft ndesioned to e reinforcing, providing a type of programed
levrning, The student is expected (o ansuwer alhwst all questions cor-
re tly. Proprictary schiools were also emphasizing learning through
practical application before tlhis became fashionable in the educa-
tional community at large.

Pilneational guality and innovation are both encouraged and con-
st*ained by the business side of proprietary education. They are en-
conraged becaree the school wants to please its customers by making it
prssible for them to complete the course and gain the new jb or in-
croased responsibility they seck. They are constrained because course
development money has to come out of the budget.

LOW COMPLETION RATIOS

Enrollments are necessary for the school to survive and, with a few
exceptions, schools continually have to seck new students. We believe

* Hearlngs, pp. 140, 148.
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{lat the need to attract students gives rise to the most serious prob-
lems in proprictary school operat ons. )

For a mmber of reasons, prospective customers for proprictary
edueation are in a less favorable position than prospective enstomers
for other ervives or commodities. Edueation is au intangibie. Tts ulti-
mate valne depends in part on the institation and in part on the stu-
dent. mlike many services, such as car repair. that are performed
entirely by the provider. (ven here, of conrse. the consimmer 15 often
at a disadvantage sinee the serviee cannot be judged until it has al-
ready been performed.) .\ consumer buying hard woods, such as elec-
trienl applianees, is in 2 much more advantageons position tian a
student trying to determine whether a certain course 15 snited to him
aned worth the money,

Same proprietary schiool stndents do shop aronnd. but it appears
that for the majority. the chotee is not Letween <choo! . gelioo] 13, or
sohonl C. but between the schooi that has attracted his altention and
competineg 1= for his money and time. ‘This is supported by the sig-
mitieant varations in the price of essentially similar conrses offered
by differert sehools. The purpose of a sales talk with a student is not
only to convipee him (o om-(ﬁl in an clectronics conise. but to enroli
hit in a partienla school’s conrse, It appears that much of propri-
etary eduestion fits the desceription sometimes applied to life insmr-
aneo~—it i=20ld to people and not hought.

Beeanse the commodily is edieation, an asses<ment of its value
eminot be made withont considering the ner. .\ carefunlly developed
and well taneht conrse of instruetion is not antomatically suited to
every prospective buyer, .\ major problem ariges when a course i< s2ld
to the wrong buyer. .\ parallel is found in eneyclopedia <ales. When
an individual i< persnaded to buy an expensive set of bool:s lie will
never be able to nse, the olijectionable aspect of the sale is not the
product. Tt ean he aigmed that the thonsands of carefully written on-
tres with their accomspany ing pictures and diagrams are well worth
the price, The sale is objeetionable if the sale »an knows that the
purchascr will gain little or nothing from the product. for here the
quality of the product hevomes irvelevant. We believe that some of the
disturbing completion rate statisties in howe stndv conrses are at-
tributable to selling to the wrong enstomer. rather than to the ediea-
tional merits of the convse,

A student who cannot benefit from the product ex become & cns-
tomer for proprietary edueation in seteral ways. Most Llatant is the

W The Car tesle suulve nated s “Mlost sehonl: have some klud of sereeninge procese to
avonl obs b Misreststratons, hut the refection rate {s admittedly Jow, The ralesman
Aler 4an b liie Meeretlon 1o dissnade a prospective student who i< 1aqnalified, but sines
the satesman i nspally pald on a commutisslon badde, he Is unlikely to pase up a sale at
hts awn eghestea, ¢ 2 ¢

vtarrespondem e <eloda wlth wide onan admisdons noliefas can he thanxhit of as neing
a mesveting apuropeh in speelfsinz the <tudent. fbe prozpective student 1 assumed ty
knew what lie needs fo loarn asd to he ab'e to indee whother the conrsa will ot hic
reantrimente, Mane times pirosnective stodents slmply are not in a position tn evaluate
a conrse or 1o %now what skifls, abllitles, attitwdes, and knowledee are roanired to take
It Often ¢hev are sold a eodrse rather than measured for 1t hy specifle, establlshed
Crftert) W Fanste note ¢ wnra un 9% 9C 131,

Anathor sty of capreepolidelce adueation nointed out, however, “In snite of what a
frasrtion of the tabile mav believe, no reputable ttome sty school wantg to enroll a
adent wha deek not ntend o onrave the course, Moct sehonld loce maner on non-<tarts
Paeniv ths stawn naveient is iot hzh cnoazh to sover acanisition eosts, first fnztruetlonal
mater Yo, and averhietl Qne s the geeateet noeeds tn hame <tody de A <ure-fire wi= to
dotie 1 op starts fn adianes Towa= b in motivatian has not ~lvea the anwer la a torn
whoh L s o Sty seliools ey it Kemafer, note 19 eora, p. 18,
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dvor-tu-door sweep of a public housing ot low income area, One school
ownel wucfully related an experience with an independent contractor
who 1ecruited on the basis of a fixed payment for every student he
wit able to enrolll A large proportion of the students enrolled by this
contractor were simply unable to deal with the material. X areat many
others had ot beon told that Sady and application woald be required
on their part. Such “liead-lunting” is made much easier by Federal
progiaius that provide loans or grants for education. Tn carlier times,
the fact that a grcat many students could not pay for the scliooling
served asa check, -

Setting aside any intention to reeruit indiseriminately. pressures on
the schiool and its 1epresentatives to obtain students can result in per-
stading the wrong people to enroll. Empliasis on the positive must be
eapected: the school mnst first get the applicant to pictnre himself
enjoving the benefits of the training before emplasizing the hoors of
studv and classroom time involved, As in other welling, aceenting the
positive can shade impereeptibly into an approach that is deceptive or
tisteadine, The calesman or the school's advertising ean gloss over or
owit entirely the fact that edueation reynires a commitment by the
~tudent and will require his time and effort. A stndent can be led to
Lelieve that he will breeze throueh the training becanse of his obvious
talent. The ultingate result of completing the course ean be paiied in
~wh glowing colors that the student expecis employers to seek Lin ont
with offers of splendid salaries, Misleading of this type can ocenr more
casily if the training is ina new o1 glmmorous ficld. Most people know
what auto mechanics. seerctavies. and beauticians do. Thev piobably
can get a realistic estimate of how mueli they are paid. The average
proapect may not be so familiar with the computer field, however,

Sehaols ean check the pressure to sell te every prospeet by controls
over the salesman. Correspondence schools have greater problems in
this regard than residential schools, since the . do not have face to face
contact with their studants. One control i= to peg the salesman's com-
pensation to how well the student does in the conrse. This dizeourages
enrolling students almost certain to drop ont ur never start at all. But
some scliools contend that this requites cianber -ome hookkeeping. and
cither makes the salesman wait too long to get paid for his work or
forces L to rebate mores to the school when the student subsequently
stor - taking the course, Some home study ~chools mail a questionnaire
to the student to be simie that he nnderstands the conrse reguircments
and what is expected of him. There are two <ides to the story of what
the student was told. of conrse. and school administrators wryly point
out that some coplaints never swface until the first payment on the
loati falle due.

Silicols ean also eliminate the stndent who is nnlikelv to benefit,
from the training Ly entry tests, Moxt home study school owners say
thix i~ impactical in their field. Thev add that where such tests have
been used. tliey have often Leen distorted, An entry test can be written
<o tlat ahnost everybody passes, or the sales representative can “help”
the student. Residential schiools are better able to devige and enforee
eficctive sereening before envolliment. One school visited by the staff
te-ted potential students and maintained careful control of {he tests.
Tle school reported that roughly one-balf of the students failed to
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make a passing grade. Even with this failure rate, a stndent in the
conrse thought tlie test was tov easy to justify a determination that he
was qualified for the training.

Both home study and residential schools can ideutify some of the

likely dropouts by carefully monitoring the early stages of the course.
Some home study schools” disenroll students who fail tie first two
lossons and refund their money. Monitoring the early stages of the
conrse can rednee the loss to students who are not likely to complete
the instrnetion. Suceessful monitoring depends on the good will of
the schoo! and does 1ot seem suseeptible to regnlation: it is simply-
too easy 10 write lessons and examinations that ahnost anyone can
pass.
The dropout. problem is more seiere in home study schools than
in residential schools. We believe much of this difference comes abont
because home study schools are separated from their students. Both
parties to the contract have less information abont each other than
if the student had walked into the school. This makes it casier fov the
anedent. to be misled by, or to misinterpret, the school’s sales rep-
resentatives or its advertising.

The separvation of student from school in home study courses also
zives rise to what many school owners consider to be one of the
most diflienlt challenges—motivating their students. Correspondence
study reguires & great deal of self-discipline: a student does not get
the reinforcement of his peers in the classroom. Nor are the demands
on his time and cffort oftset by the benefits of being in the company.
of others who share a common expericnce and seek a common goal.
Schools have detised varions methods for motivating students, in-
clnding a series of letters, telephone contacts and, in some cases. visits
by the sales representative who scld the course. Tape cassettes for
Josson grading and suggestions reportedly ave effective in helping the
cudent heep up lis efforts. In television repair conrses. color sels are
not. nrnishied until the last stages of the course, and are said to provide
a strong ineeniive to continue studying. Completion rates are lower for
long vourses than for short ones. demonstrating that the longer the
offort continues. the smaller the number of people willing to make it.
Many schools clan they lose money on students who finish less than
one-third or one-hali of the cowrse, The adage *a stndying student isa
paving stiudent.” is vited as expressing the need for the school to keep
motivating the student. In this way. the proprictary school student
may get more necessary 1einforcement than his conncerpart in a pub-
lie institution.

Auy interpretation of completion rates must take into account the
student who quits for personal reasons. Sume drop out not because
the conrse is too difficult, or does not ceem to have value, but because
they grow tived of studying. Others get married. move, or change
jobs: and in some conrses. a’stndent may satisfy his objective or get
a job before he finishes. Schools cannot fairly be held respousible for
many of the events that cause students to decide not to go further. But
beeause they know that study involves commitment. the schiools shonld
make it clear to the student that determination and persistence are
needed to benefit from the training.

Most practitioners of proprietary education agree that selling a
course to someone who cannot use it is deplorable. Indeed. selling to
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an unqnalified individual is prohibited by the standards of the National
ITome Study Council, the accrediting agency for home stwdly instrue-
tion, which has the greatest dropont problem.” But the sehools rawse

"an argnment that might be raised by an encyclopedia salesmat—how

can we cetermine with certainty that an individuz] won't benefit 2 And
even if we could. how can we reject the application of this person if
he is really intent on taking the course? After all, onr world is full
of surprices. Sometimes an individual who looks like the last person
in the world who conld benefit turns out to be very successhl.

Although these arguments have some loaic. they must be placed in
perspective. The existence of a widespread sales network to attract
stidents sngaoets that most schools are searching for enrollments. The
performance of some stndents is such that the salesman shonld be
able to recognize the unlikelihood of their completing the cowrse. In
fact, some <choels employing sulesmen instruet them Lo emphasize to
the intevested prospeet that study takes work. Ore home study school
elabes thar over half their envollees complete the course beeanse of
policies Bke this,

The standards of the National ITome Study Council state that stu-
dents should not be enrolled unless it is reasonably certain that they
are qualified for the training. Extending this to a reasonable certainty
that they would benefit froui the training wounld provide an even better
standard. Adherence to this standard by all proprietary voeational
cchools world probabiy rewove the single greatest cause of consumer
unhappiness.

SDVERPINING

Proprietary school advertizing has come under considerable criti-
cienn The casnal veader of magazines and viewer of television ocea-
slonal'y will encounter advertising that he may feel is ubjectionable,
The Federl Trade Comuission lsts first on its fuct=heot problems
of deception and misrepresentation, with the initial two examples
being conrse quality and employment and carnings potential, The
practice of deceptive advertising is easier to control than niisrepre-
sentation by salesmen. since the advertising can be examined. For this
reasgon. it should be less difficult to bring nnder control than the activi-
ties of sales forces. Although examining the advertising of 10.000
sehools would be a stugaering task. the proprietary voeational school
mdustry is like most others— a small percentage of the firms have a
high percentage of the business. National or regional advertising is
practi cd by correspondence schools and by residential school chains.
Their numbers are nore manageable. The Nationa! Iome Study
Conueil neeredits 138 schools, tepresenting 72 ownerships. ont of some
00 o 1.000 private hotae study schools. These 138 sehoels enroli nearly
1.5 million of the over 2 million home study enrollees,™

Any system of advertising review must work rapidly if it is to do
any good. One sehool ownetr told a staff member thaf he sent some
proposed advertising copy to the regional Frderal Trade Commission

» “Vusiness Standards” Natlonal Home Stuady Councll, 1971, see. 2. B, 1, reads: “It
<hall be the responstbility of the school to ectablish the asalifilations which' an enrolles
=t have to enable him to <ucces fullv assimilate the training materials to he furniched
Wiy anl to determine with reasonable certainty, prior to the acceptance of his enrollment.
that t"e applirant is fnfornied of, and has the proper quallfications tn take the tralnlng
for whieh he f< apolving.”

57 Iearings, p, 248.
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representative just to make sure he did not run afoul of the guide-
tines. e was advised that propet clearance would require submnission
to Washington and that it would be months before the copy was re-
turned. Scveral people in this chain of information could have had
somie of their facts wrong, but the story illustrates the need for speed
if review is to be effective.

Television repair courses illustrate the need for better monitoring
in this arca. Hone study school advertizements in a recent electronics
magazine tried to outdo each other in emphasizing the number and
yuality of teleyision sets offered with the course. Reference to the fact
that training was the primery purpose of the course was generally
buried in the fine’ print.

This advertising was used even though these schools are members
of the National Ifome Study Council whose standards provide that
advertising shall emphasize that the school offers training, not jobs
or equipment. The conncil recently began to bestir itself about this
problem. but in the meantime schools not wanting to get into the equip-
ment advertising busiuess feel they have to in order to compete. One
major company offering courses in this area has changed its advertis-
ing over the past year to place greater stress on the training. Several
months ago, their advertisement in a widely selling magazine stressed
the acquisition of a color {clevision set and that assembling it conld
open the door to a delightful hobby.™ Reacting to advertisements such
as these. the Congress mandated that schiools whose conrses were ap-
proved for veterans vocational training could not use advertising that
stressed the avocational or hobby aspects of a course.

The continuing need to attract students suggests that nnless the ac-
crediting comrission or some other organization monitors school ad-
vertising. exaggerations will continne. The competitive nature of big
scliool advertising can punish the 1esponsible school, whose ads look
pale beside those of thieir competitors. .\ny monitoring must recognize
that many of the largest schools must advertise to stay in business, and
advertising has to accentnate the positive if it is to achieve the desired
effect. .\s one school representative said. “we won't get many students
if we only talk about the fact that they will spend 15 to 20 hours a
week studying at the kitchen table while t‘heir friends are out
bowling.”

REFUND POLICILS

Lven public or nonprofit educational institutions generally charge
money for their course offerings. Schouls in sny category have to
develop a policy on wiiat to do if the student dves not finish the course.
Proprictary schools. operating as businesses. must consider the cost
clerents of this decision peirlaps differently than public institutions.
That consideration may resalt in a liberal refund policy so that the
~chool can emulate other businesses that buast of favorable refunds.
Or the school may consider tlie costs of awyuiring a student—generally
over $100—and decide thai at least some of this expense should be
Loine by the student. Some operators believe that there should be
some penalty attached to early &lopout if only to insure that the vacil-
lutirll.g student gives careful thought to a decision to discontinue his
stidies,

 Readers Digest, Ocrober 1973. Advertlsement at pp. 255-257.
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Refunding moty i proportion to the amwount of lessons remaining in
the comrae is a practice of very few schools, Most federally supported
students are envolled in aceredited sclivolss and these sehools have rve-
fuand policies at least as fay orable as those prescribed by their aceredit-
ing associations. These standards divide the course into pereentihe
segiients and requite that payments be made to the next highest seg-
ment, A typical school vefund policy might provide that a student who
completes under 10 percent pays for 10 percent. between 10 percent
and 25 pereend completion he pays for 25 pereent, and between 25 pur-
vent and 50 percent he 1s charged for 50 percent of the cost. After
completing half the course, the studeut is liable for the full price. This
rile is fairest to the student who is just below the division line—in the
exaple, one who hias completed 9 percent, 2t percent. or 48 percent
of the conrse. It is least fair to the stndent who has just crossed the
completion line—in this case, one who has finished 11, 26, or 51 percent
of the course.

For the stndent, & more equitable alternative to the present refund
according to proportion of conrse is to refund the exact cost of ies-
sons not used. I'ro-rata refund hes a number of attractions. It can
serve as & check against the practice of enrolling students who cannot
reasonably be expeeted to benefit; if they drop out early in the conrse.
a pro-rata refund preLably will cuuse the sc}mol to lose money. This
can be a powerful incentive for the school to live up to its advertising
about the conrse. Of conrse. permitting a student to treat his contract
as continually subject to 1epudiation carries disadvantages for the
schools. Most. of theni imust spend money to attract students. Retaining
a modest administrative fee, permitted by V.A regnlations requiving
pro-rata refund, often does not make up the acquisition costs. Acered-
itine conmissions now e schools to provide favorable refunds to
students who cannot continne because of illness. accident or death in
the family. Pro-rata refund gives this consideration to all students, in-
chiding those whose reasons for quitting may not justify it. The com-
mittee’s support of pro-vata refund is based on the need to give sfu-
dents an opportunity to evaluate the training o1 education after they
Lave had a chauce to expeticnee it—something a cooling oft poriod
dous uot provide, We recognize. however, that more equity for the
studeat is achieved at the cost of less equity for the school.

Hona stidy schools can provide pro-rata refunds at less financial
risk than can residence schools.® Correspondence education courses
have no fined class size. If one student quits, it iy olves nothing more
than the loss of his futwie tuition. Restdence schools will have more
diffienlty. sinee wany of thent have a limited class size, 1f the schiool
is doing well and filling all its scats for cach class (which is not always
the vase). the student who drops out shortly after the start of the
course leaves an cupty seat. Another applicant. turned away because
the class was fullo wight have finished the course. The same problem

" s noted carlier, schools usaally do not profit from enrolbing people whio will soon drop
onte daid ~ome schouis try Larder than others to insure that the ~todent understands what
s reauited, and that e Cou o reasonably be expeeted to fish, kyven pro-rata retand. which
peniellzos the schivol for dropoats, Including those which resnlt from causes outside the
schwol « onndrol, van be ool by oan stiscrupulous schoul, Lessonas tip to the point in the
cotrse where the ~chool uahes a profit can e made espedlatiy vasy, o that the stadent
f~ ~sadden]y confronted with dQitlicalt lessous only after he has nvested a consdderable san:
of notiey. Necredited coid-tons and State licensing agonaes appear to be the best
safegaards against this practien




is faced in many college comrses. The common solution today is to
skew the tuition pay ments so that it is costly to dvop out.

A refund policy that is equitable to the student nust still be fully
enforeed to be efféetive. Refunds should Le antomatic when the student
faris to attend a certain nuinber of classes or fails to submit & home
study lesson within a specified perivd. A fair policy will do little good
for many students if the school only refunds the money when threat-
ened with legal action.

SCHOOL COLLAPSES

As a business, a propiietary school runs the risk of going out of
business, When this happeus. it can cause one of the most serious
student abuses. The ool should have a veserve to enable it to service
its ongoing courses. If it does not. a decision to cease operations not
only stops recruiting of new students. but can stop the servieing of
already envolled students and 1esult in loss of their educational rec-
ords. In the vase of oue school alone, several million dollars of un-
sery jeed student accounts were created by bankruptey.*

Individuals closely alined with the proprietary school industry
told the subcommittee stafl that in their opinion the financial stability
of seliouls was 2 more seiious problem than many of those receiving
greafer public attention.

Part of the acerediting proeess is an examination of the balance
sheet. But a full acereditation review is scheduled only every 5 years,
although the comumissions sometimes order a review for cause. Schools
have closed their doors with insuflicient funds to continue servicing
students shortly after the accrediting commission has reviewed and
approved a recent balance sheet. This can happen when the school’s
student body decreases rapidly because of cconomic downturns in a
particular industry. Changes have occurred in the period between
preparation of the balance sheet and its final presentation.

The student who is unhappy with the service he is getting at least
has a tighting chance to obtain redress through complaints or refunds.
But the student who is enrolled in a school that goes out of business
has no chance at all, if the school has not provided a way to take care
of him through continued sers icing of his lessons or & no-cost transfer
to another school. There have been proposals to have the Federal
Government insure the student against faiiure of a schoel elassified
as eligible for students receiving Government loans. This idea of
making up the student’s monetary loss (his time and study may be
lost furever) is appealing, especially when many students assuine that
an eligble iustitution has the stamp of Government approval. It has
the Jdisadvantage of thiowing the loss resulting from inept or care-
less mianagement onto the Government. .\ suggestion offered by some
is to require schools to submit a periodic casl flow statement, either
to the accrediting association or to a Government agency. They con-
tend that such a statement would not entail extra work on the part of
the school, since it shiould be keeping track of eash flow anyway. Fur-
ther. it would provide a timely indication of schools which might be
getting into a pusition where they could not fulfill their obligations to
the students. We believe this idea is worthy of further exploration.
especially if the Federal Government is to assumne responsibility for

@ Eaen though the institusdon had been anable to ~ecure acereditation, it was approsved
by the State board ot school appreval, approved for setetans, atd had particlpated in the
guaranteed student loan prograimn since 1967, Hearings, pp. 8§, 4.
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the bankiuptey of schools deemed cligible to participate in the Govern-
ment student loan program.

I'RINCIPAL AREAS FOR CONCLRN

The foregoing analysis iz puinted to several aspects of proprictary
school operations which can lead to abuses of students. The principal
areag, 1s we see them, are:

1. Educational quality:

2. Misleading advertising or sales presentations:

3. Aceeptance of students who reasonably cannot be expected
to benefit from the training, even if the advertising does not
mislead and the conrse is good ;

4. Refund policies that are inequitable or reluctantly enforced;
and

5. Inadequate financial reserves that could lead to school closure
withont any remedy for the students.

Sone of the internal corrections have already been discussed, but
there are also situations and forees outside e schiovl that can provide
safegnards against abuses.

Sarraranns AGAINST \BUSES

Both parts of proprictary school operations—the educational and
the Lusiness—are subject to various forms of checks. Some of these
wrise naturally from the schools or the matketplace; other occur as
a result of governmental involvement.

L .Lecreditation—Most of the schools enrolling Government-sup-
puorted students are aceredited by one of the major proprietary schoeol
acureditots, Although only a minority of schools are aceredited, they
cenerally are the largest schools. Cousequently, a large majority of
proprictary vocational school students attends aceredited schools.
Adcreditation of propiietary schools, as with universities, involves :
1eview by one’s peers. A basie objective is the gradual upgrading of
iatitations engaged in education, Because the Ifederal Goyvernment is
cujuited from involying itself in judginents about the guality of edu-
cation. it has ielied heavily on the acerediting coiumissions of the
Bidjui proprictary schiool associations in making eligibility judgments.

Aa presently constituted, these commissions are part of the associa-
tivis proioting proptictary education but act independently in pass-
ik jrdgneent on incnber schools, They hive been chiallenged on the
groands that they are not sufliviently disinterested. Bforts to insulate
tham from the varent assuciation. which essentinlly promotes the
indu-iny . allegadly Iive not resvlted in enough distance. Their ability
to 1 cipline or cjeet nember schools and to move quickly is con-
~troincd by financial Bmitations and eaposure to legal action. Scliools
hatie browght suit when dailute to obtain acareditation. or subsequent
ire 1editation, civetively barred then from partivipating in Federal
Procanis Isach time acereditation is denied or withdrawn. actual ov
potautial fees to support the acerediting commission’s work are logt,
Diespate these and othor Hinitations, weerediting agencies seom the most
pra focel mechanism today for ascertaining whether the education and
training being sold by proprietary schools is sonnd,
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Govertnent rehance on acereditation, however, s extended well
bevoud the area of educational quality. The acereditors have responded
to conplaints from Goyermment agendies regarding adyvertising, busi-
ness practices, relundse and other alleged wrongdving. From the
aceounts given in the hemings, thein cooperation has been excellent.
A stall examination of the cotplaint files of the Natioual Home Study
Counet] 1oy ealed that considerable eflurt was made to give the student
the benelit of the doubt, While they have cooperated, and state that
they desize to eontintie doig so, the acerediting associations also say
that they e not Governent regulatory agencies, and skould not e
used assueh,

The head of une acerediting association coneeded in the hearings
that accreditation alone was insaflivient as @ regulatory control on the
school=t We Delieve he s right. Aecrediting teatis, some of whose
retmbers nase be drawn from the industey inorder to obtain expertize,
catt 11y to be totally objective, but can laedly avoid an cipathy based
on common problems, Conunissions which throw out too many
schoola—and acerediting conmissions Ju disaceredit mewbors as well
as refise o anand inital acereditation=~lose the dues revenue neces-
sry tu sistain themselves, Insome cases, they also expose themselves
to protracted and expensive litigation. There are other drw backs, But
acreditation will continue (o play 2 major role, simply because a
veally effective alternative has yet to be proposed.

In'then effurts to improve the efleetiveness and image of proprictary
educttion, eerediting agencies should cmphasize the reciuitment of
stidents Likely to benefit frow the training. This effort should include
periodie 1eview of scbool advertising. The connission’s examining
teants should verify, duting the acerediting examiuvation. that the
school 1s ta) encouraging the sales representatives to enroll only
students who have a reasonable Hikelibood of completing the course:
and (b monitoring carly lessons closely to identify students with a
low potential for progress.

Traditionally. wost proprictary schools have been willing to aceept
for training ~tudents whose avademic background miay not have por-
wmitted them to enter other educational justitutions, Giving students
a cleee (o prove themselves and assunting that wost poople can be
trained finds its counterpart elsewhere in the increasing use of open
entollin nt~. When holding out opportunity for seli-Lnprovement.
lowever, the sehools should endenvor to assure thewselves that the
prospect can a tually use that opportunity. Predicting how well a
student will do i not an esact seieneey bt there ave helpful indica-
tors, Tu e azes of doabt, the prospectiv e stadent should not be ieft with
the illu~on that Le will have no difliculty. The range in completion
“tatistic s among schools offering similar Giaining shows that schools
can Tune tion while reftaining from envolling large numbers of people
unlikels to benefit.

The parent councils aund associations of the wecrediting coimilasions
ate concerned about school faihues that Teave students straded some-
whete wlong the educational process. We suggest they explore the
feasibitity of more thoely monitoring of their member’s financial
resutitet~ The financial status of many schizols poses no problem awd
should sequire little additional effort, But some of the schouls should

@ Hopnges, p 164171 I8
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be checked more uften than at 3-year examination visits. Que method
proposed to the stafl. offered here as a possible point of discussion, is
periodic submission of eash flow statements.

2. State licensing.—Nationally, this is probably the miost under-
utilized safeguard. There are notable exeeptions. Several States have
been ecited. in the hearings and privately to the subcommittee staff, as
having good licensing laws that also are enforced. Unfortunately, the
effects of good State laws may never extend beyond the pages of
statute books becanse enforcement is weak or nonexistent. A significant.
nimber of States have no laws at all. Others have licensing laws of
minimal effect in protecting students throngh ascertaining that a
schaol is competent to instruct him. The overall weakness in State
licensing is the more disappointing because the States have greater
power i this field than accreditors, Federal regulatory agencies, or
Federal funding agencies.

From the TFederal viewpoint. education is principally a State
responsibility. Federal agencies do not make judgnients on edueational
effectiveness, The Veterans' Mdministration, for example. deterinines
which vocational courses may envoll veterans throngh approval agen-
cies in each State. Over £10 million of Federal ntoney is expended each
vear to fund State agencies but the Veterans' Adnrinistration has no
effective control over them. nor has it preserilied standards for the
States to follow, The approval agencies” performance, as might be
expeeted. varies from State (o State.

During the hearings, several withesses discussed the triangular
eontrol system of acereditation, State licensure and Federal eligibility
standards. This is a useful coneept, with cach part of the trinmvirate
responsible for what it can do best. In States that have no licensing
laws, one leg of this oversight tripod is missing. X model law has been
proposed that would enforce a mininnm Uneshold of aceeptability for
proprietary schools seeking to operate within a State. The rate of
enactment of this model legislation has leen dizappointingly slow.
We wonld urge all States that have not done so to adopt either the
provisions of the model licensing law or alternatiy es they deem more
appropriate. The adoption of «llective legislation, of cottrse, must be
acectzpanied by an effective systew for administration and enforce-
ment. The subeomuittee learncd of abuses in several States that would
never have ocenrred had existing State laws Leen enforeed,

A variation of State licensure reguirements was disenssed at some
length in the hearings® Mr. Joseph A. Clark, representing the
National \s<ociation of State Administrators and Supervisors of
Private Schools. is al<o a commissioner of the Indiana State Private
Sehool Neerediting Commission. e deserilud the systeme in his State
as founded on State approval. The effect of this approval seemed very
much like that of acereditation. althouzl the ac rediting agencies say
that the term by definition means peer review and not Government
~ertitiny. (Peer review is stil] attainable, however, since the State ean
recruit team members from the proprietary school industry.) The
Indiana approval involves inspections nuder State 2aspiees. Schools
that are approved are permitted to use in their literature and advertis-

 Ifearings, pp 106, 167, 109-110, Althouzh the system described by Mr. Clark <eems to

seeR the same ends or acereditation, he stroagly endorsed the acerediting agencles
. : [troagly » agencles and the
work they do. flearings, p. 160, = s !
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g a seal indieating that they have satisfied the requirenients of the
State of Indiana. I support of this approval progrant. the State of
Indiana will not enforce proprictarsy cdueation contracts with an
Tndiana vesident if the schoul has not been approved by the State
ageney. .

As deseribed by Mr, Clarh. this program represents vigorous State
action. But when State cowrse approval includes a judgment about.
edueational quality. it vaises a basic question about, the usefulness of
acereditation. Mr. Clirk subscribied to the coneept of the three-pronged
systern of safegands. including acereditation. Accepting State ap-
proval as equivalent to acereditation. however, is cousidered by some
as 1 threat to the existence of acerediting agencies. Perhaps aceredita-
tion can be sold on the dassic function of peer review and continued
upgrading: but a financially pressed school might decide not to join
an assoviation that requires it to pay dies when the State will certify
its educational worthiness at no cost, Further, the use of the State
approval cinblem might seem equivalent to acceredited status in the
eves of many purchasers.

Proposals for similar State verification of conrse quality for Federal
eligibility purpuses have been nedde by o number of people intercated
in proprictary education. This could be aecomplished legislatively for
the emtantead student loan program by expanding the so-called
Mondale mpendment. (r exemiption. as sume school advovates would
ternt it) o include proprictary schools, At present. a State can cortify
public vocativnal wlucational institutions s cligible for guaranteed
student loans after Laving had their systems approved Ly the Office
of Edueation. Light States are doing so. Proprictary schools, Low -
erer, must be aceredited by @ nationally recognized ageney.

Federal aveeptance of State certification of proprietary schools
might diminish the present tendeney of wost large schools to seek
acereditation. A1 gutients can be made in favor of this, of conrse. One
of the miost cogent is that an institution should not Le forced to join
a voluntary aivate association to bevone cligible for federally sup-
ported students, The alternative of State approval. however, might
lead to as~castients of quality being made on local standards, not
national once. Prosont accieditors must operate oa a national or
resrional basis, CTlie New York Board of Regents, sometimes cited as
an exception, satisfies the regionad roguirement of operating in at least
three States.)

Another difticnlty wight arise if State approval were considered
cquivalent to acaraditation by the Office of Edacation, 11 the Staes
established certification agendies in the sime pattern as they have
pas~ed flective liconsing laws, perhiaps Lialf would make @ relatively
setions cflort to qualify proprictary schools. Should the schiools in
thiese States chioose to loase the acuediting associations, the resiaining
schools might be tuo few to make a national associativn viable, This,
in turn, would eall for Tederal determination of conrse quality. with
its objectionable  consequences, or for snbsidy of acerediting
oreanizations,

. 3. T'he Vieterans' Administration—The Veterans' Administration
is a prime contributor to the proprictury schivol industry. Over $300
million a y car in Federal benefits is paid to students attending propric-
tary vocational institutivns. The 10 schools with the largest nunber
of veterans enrolled are all proprietary institutions; home study
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schools have Linge VA funded cnrollments, including wilitary per-
seunel onactive duty, Some large home study jostitutions report that
VA supported students constitate as high as 90 percent of their stu-
dent Lods, This is an overdependenee oione ty pe of stadent, caused
in part by directing recnuiting eflorts towards veteraps. Advertising
and sides contacts often emplasize seteran eligibilits, sinee benefit
wvailability can be used to negate the common argument, =L ean't
wiford 1t (The VA pays 90 pereent of the cost ol correspondenee
courses, and some veteuns evenn obtain guaantead student loans in
addition to this payment.) Many schools that ate nov dependent on
vdderans to this unlealthy degree still find that the veteran population
ntthes the diflerence between suecessful vperation and failure. The
phuise “approved for voterans” is coacially important to nany pro-
prictazy vocational schools. Revoeation of VA approval can ciuse a
schoul to dose—and elose vary quickly. Consequently. requirements of
the Veterans” Mdministeation can influcnce a lmge seetion of the
proprictary sehool industry.

VA Las Telt untouched mueh of the potential for positive influcnce
on the industry. howeser, The VA lias boen operating through 58 re-
giotial offives which handle loeal complaints: there is no centsal elear-
inghouse, Consequently, information recetyed by a0 VA ofiice that could
Le hmportant to otier Federal agencies oftan cannot be slianed with
tLon hecause it is not available at VA headguarters. At best. the State
appoosal agendies funded by the VA e a cunibersonte mechanism
for a concerted approach to student protection. The extent of their
cocperation depends on the State agency and there ase no required
statidards that they must follow. Cases are reported where the State
approval agencies do not share information with their sister agencics
tesponsible for proprictary edueation in the State. Aud despite the
great numbers of veterans who lave been supported by the V.| the
ageney has pemarkably little knowladge abunt the effectiveness of
vatlous types of edncation and training funded by benefits they
provide.

As a funding agency. the suceess of the Veterans' Aduinistration's
Lenefits division is measurved popnlarly by the number of veterans
availing thomeselves of edueational benefits, Pressure te increase the
miber of beneficiaties Is ever present and leads to an attitude that
nothing should Le done to close off the vetern’s options, The result is
that {he VA lins not acted aggeessively o cases where the student cs-
sentially is defvanding the Government. For example, the siaff was
told of students who criolled in community colleges in their ome
towns, with very low tuition fees in many cases, amd collected mont hly
stipands without botlering to attend lasses, Aecording to a former
V. aiployees veterans could elear $700 in one semester by doing this,
T proprictary vocitional education. veterans for years have been pur-
chasing color television sets from home study conrses teaching tele-
vision repair, Tt Qs true that the set is not furpished until the conrse is
neatly completed. so the sotoran docs obtain the benefit of the teaining.
But in far tuo many cases, the veteran’s existing edueational attain-
ments nuke it highly improbable that Lie actually intonds to use this
skill to earn money. Advertisements for these courses have often
stressed the cquipmient that is furnished rather than the teaining that
is offered.

a7




Requirements for safeguarding the taxpayer's dollar spent for vet-
erans benefits have generally been imposed Fromn ontside the Veterans'
Adminitration. In 1972, Congress established essentially pro-rata re-
fund policies for veterans enralled in home study cour<es and provided
that home stidy conrse contracts wonld not hecome elfective nuless re-
allirmed by the veteran buyer aftera 10-day cooling off period#* In the
Vietnam i Veteraus Readjustment Assistance Act of 1974,* Con- |
gress hanied V. approval for conrses whose advertising made sig-
nifienns wee of vocational or reereational themes, and provided that
enrollment would not be approved in any proprietary school conrse
in which more than 85 pereent of the eligible students ere subsidized
by the VA. The act also followed the lead of the State of Minnesota by
calling Tor demonstrated Su-pereent placement of gradnates in the
destzmated ecenpational category before a school wonld be aceepted as
providing voeational traming, Public Law 93-308 further diveets the
Adiministrator not to approve the enrollment of any eligible veteran in
any course offered by an institntion which utilizes erroncons, deceptive
or mi-leading advertising sales or eurollment practices of any type. In
mahing sueh determinations the Administrator is direeted to utilize
where appropriate. the services of the facilitios of the Federal Trade
Comnmission. The Administrator is also directed to seek to achieve
maximmm leasible effective coordination and interrelationship of the
services among all Federal programs aud activities aflecting veterans.
and seek to achieve the maximum coordination of these programs and
tlose carvied ont by the Veterans” Administrat ion.

11 the foregoing provisions me promptly and fully implemented
consistent with the congressional intent. we believe sigmificant progress
cam be made. Tn addition. the committee believes there are several addi-
tional actions the Y.\ conld take to safegmard Govermment moneys.
Fiest. VA shonld redesign the benefits form to malke it more obvions
to the signer that the VA pays for voeational training only when the
student has a vocational objective. Tn onr opinion. the form is not
emphatic enongh in this regard, and the stafl has enconntered several
otherwise honest individnals who tool conrses for reereational pnr-
poses i the belief that they were entitled to use all of their VA bene-
fits. Undonbtedly there are veterans who ave willing to pnt their name
to a fal<e statement, and it may be diffienlt to prove that they do so
willingly. TTowever. emphasis on the form would at least deter those
individnals who presently believe they are doing nothing wrong by
stening up for training with no intention of gaining an employment
skill.

Second. the .\ conld remedy the @reat gaps in its knowledge abont
proprictary schools, and how veterans can obtain the best utilization
of their benelit dollar. To date. the V. has paid henefits to millions
of veterans for voeational training. but it has conditeted 1o Srvevs. no
follownp studies. and is unable to furni<h prospective students with
roliable data based ou the experience of their predecessors. The sub-
commitice fonnd this to show an mmazing lack of concern®® At the
hearings, VA said that it now has a longitndinal stndy underway.

Vet o1 Vister s Readinsgneont Vet of 1972 Publle Law 92 510

G Vetced by the President but oversidden by the Congress, and cnacted as Public Law
03508 on Dec, 3,107
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It is gratifying to see that something is finally being done. But. it is
disturbing that after years of VA funding, the first Tollowson study
had to be done by the General \cconnting Ollice at the behest of thie
Senate Veterans Affairs Committee.* The agency itself shonld have
made snch a stndy long ago.

Thivd. the V. should make greater use of its know ledge abont prob-
lems with schools. Complaints indicating ab:ses of a serions nature
should be forwarded to the VA Benelits Oflice in Washington, D.C,,
so that VA's knowledge ean become government knowledge,

Fourth, State agency performance needs to be upgiaded by the
publication of standards and through monitoring the VA. The sub-
committee was enconraged to learn that the VA has formed field teams
to increase its capability for ageney validation of school adherence
to VA requirements.” Additional cfforts are needed to inerease the
etlectiveness of State agencies, however, since they are the first line of
defense against nnfair treatment of students,

4. Opjice of Edueation—The Oflice of Idneation is the second major
Federal funding ageney with the Potential of upgrading the propric-
tary school industry. Government student loan programs have loaned
ont millions of dollus to students to enable them to finance attendance
at proprietary schools. The Commissioner of Telu cation determines
whether proprietary school accrediting as- " tions will be recognized,
Accreditation, in turn. is the basis for cnrolline -tudents with Govern-
ment loans and can also be the sole determin nt for veteran student
eligibility throngh approval by the VA-funded State agencies

The guaranteed student lom program presently is the major Oflice
of Edneation condnit for Federal mone) s reaching proprietary schools.
We are advised that other Q1 programs such as the basic educational
opportuntty grant will see increasing use in proprietary edueation in
coming years. The Office of Lducation has two functions with respect
to administering these loans and grant programs. [Pirst, it determines
which schools will be eligible to enroll federally supported students.
Second. it must manage the loan program. ineluding determining
which schools ean lend money fo students, with an interest subsidy and
complete backing by the Federal Government. and take the responsi-
bility of colleeting from the student when a lender reports a defanlt
and is paid back by the Government. We find the Oflice of Education
has been lageard in both of these aveas.

I its re<ponsibility for determining which institutions might envoll
Government loar: supported students. the Oflice of Edueation has relied
almost towally on sehools accredited by natiomal associations that the
Commissioner has recognized  In making his defermination. he is as-
sisted by the Advicory Commission on Aeereditation and Tnstitutional
Eligibility. The Commissioner has always had the option to revoke the
approval of a nationally recognized acerediting ageney or associa-

4 Genoral Acconnting Ofica repart B-11 1959, Mar 22 1972 “\fost Veterans Not Com.
pieting Carresponding “onrse  More Guidance Needed From the Veterans Administatton,™

7 Hlearmzs, pp. 291--297,

 Hlearine., o202,

“The Commisoner fssues n Mst of acereditIng agencles which have heen recoznized
by him ac meeting eertain stamdards, These standards were recently reviced, and published
In Auzudt 1971, in o pamphlet enfified, “National Recogznized Accrediting Agencles and
Assoclatlons—Criteria and Procedures for Listing by the U.S8, Commiszioner of Educa-
{klm m!nl Current List, UK, Department of 1leaith Education, and Welfare, Ofiice of
Aucation,”
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tion. In faet, in the proprietary school area, OL has recently sub-
jeeted the national assoctations to almost, continnons review. In the
last few years, proprietar) school acerediting associations usnally have
not Lieen apps wed for the d-year period anthorized. Most were comli-
tionally recounized subjeet to review fo  year or two later, But
relimuee on the power to mithe meaningless the actions of recognized
aeerediting agencies and associations lias severe limitations, Drepping
the acerediting association liom the list deprives every member of its
acerediting status at a single stroke, Sinee acerediting is linked so di-
reetly to VA and OIS benelits, this wonld obvionsly work inequities
to many wember schools that have done nothing wrong. If the
asoeration refused (o comply with O1's demands. a substitute wonld
lave to be found. Were the Government {o approve schools itself. the
extimated eost wonld be in the tens of millions of dollars,

OF Lad inherent authority. as a funding ageney. to write reen-
lations Lor schools seekimg to enrell loan-supported students. New
anthority was granted legislatively in 1972 It gave the Offiee of
Edueation the power to limit. snspend  or terminate n school’s
participation in the gnavanteed sendent doan prograin.® This offered
a way ot of the Oflice of Eduentions dilemma, OF conld act agafinst a

smgle selivol to remove its eligibility withont having to demand that

the acerediting assoviation disaceredit the institution. This is a speed-
ier way of handling problens. sinee disacereditation may involve issnes
other than those of concern to the Office of Fduention. Mot authorities
at the hearings said acerediting wid eligibility were not synonymons—
thore could Le aceredited schools that did not meet cligibility
standards  along with eligible scliools that might not meet aceredi-
tation standards, Eligibility regulations offered a way to veduee the
exehisive relianee on acereditation and to police the actions of schools
in a more direet and timely fashion,

'Flhe anthority conld not e exereised nntil regmlations for its nse
were developed. On Octolier 17, 1974, the Oflice of Ldueation pub-
lished its propused regulations for sclools offecring voeational train-
ine.t Among other requirements, the regulations called for place-
ment dati. 1o show the sehool was saceeeding in training people for
jobs=, and for an equitable refuiad policy. The rule meets one persistent
charge of the proprictary sclwool industry - the Government has a
donble stindard. foreing ™ myriad of rules and regnlations on pro-
prictary schools but atlowing their puliliv- competitors, notably com-
pnnity colleges, to operate as they pleased. The proposed QI regnla-
tions will affect all schools emolling loan-supported students,

For some time the Oflice of Edueation has been subjected fo qnes-
tioning from a manber of congressional commit{ees aliout their delay
to n= this mueh needed congressional grant of anthority, We agree
with otlier congressional erities that the vlea that they were doing other
things is hardly an aceeptable excuse. OF has o responsibility to look
after the Federnl funds Leing spent nnder the guaranteed student
loan program, They were g, en congressionat anthority to write eligi-
bility regulations so that they conkl better discharge this responsi-
bility. So long as OIS operates withont such regmlations. Federal

v The [Hzher Dducation Amendments of 1972, 20 U.8.C. see. 1087-(a). (Enacted
June 23, 1972.)
o 39 LR, 37151, Oct. 17, 1974,
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moneys e not heing spent as effectively as they ould. Considering
the hieh default rate in the student loan program. some of it ocea-
stoned by abrupt school closures, hurcaucratic delay has possibly: cost
the Federal Government a great deal of money. The most favorable
interpretation of this experience is that it nuy have brought home to
the Office of Education the extent importance of their obligation
in this ficld and that they will discharge it more expeditiously in the
future, ‘

During the 2-vear period when no regulations had Leen issned, OF
called for adilitional authority to limit. suspend, or terminate institu-
tions partivipating in prograimns other than guaranteed student loan
(hasie edueational opportunity grants. ete.). Although this may scem
like taking a second lelping lefore even starting on the first. criteria
for the-e other programs should e deseloped expeditiously. either by
the Office of Idneation or the appropriate committees of Congress, The
loan programs caused student acgquisition efforts to be directed toward
individuals who suddenly became likely prospects because they could
get the money. Inereased use of gants will enfranchise another gronp
of new enstomers, Piotection of the Federal dollar is oven more neces-
sarv here, Those eligible for grants are expected to hav e less consunter
sophistiention about education. Furtlier. there is no requirement to pay
the money back—a strong sales point. for those wlho might seek out
granteesto inform them of their opportunity and stiggest ways of using
it IExploitation of low-income eronps eligible for Federal aid isa con-
stant temptation. as shown by the recent scandals in FITA-insured
honsing. Federal eligibility standands and the power fo enforee them
cant help avold repeating past mistakes made in equally well-inten-
tionied progrims,

A\ second Hrea where OF has Leen found wanting is in the financial
administra “on of the anaranteed student loan program. There are
remarkahle paps in the Oflice of Fducation’s know ledge about this pro-
aram. Some lenders have an exceptionally high default rate. but OF,
does not inelude this data in its reportz. Witnesses were imable to tell
the suheommittee the percentage of money going to proprietary sehool
students and how their default rate compared with the overall rato.
even_thoneh propiietary sehools were the announced subject of the
hearing=* The most recent GAO andit of this fund disclosed a large
number of defeets in program administration. in QF knowledee
ahont the program and in its colleetion efforts.”® Other committees in
the Congress are also looking at the adninistration of this program
aned the “ommittee adds its support to their ealls for immediate aetion
by the Oflice of Education to set it right. Special efforts should be made
to monitor the activities of school lenders, who offer « course and
financing for it at the same time, ‘The reluctance of hanks to partici-
pate in the program may justify the schools acting as lenders (though
only a well financed sehool can'do =0). but the desite to sell the course
can influcnce the ap praisal of whether the loan will be repaid. Some
lender ~chools have low default rates. othiers do not. The inherent con-
flict ealls for close =eruting by the Government. which cuarantees
repayvn.cnt.

Eharinze ppo 150 132 160 161, ~ .
encral Mocounting Offive report B 161031(1), Sent 17, 1971 “Euaumination of Finan-
clal Stataments of Stsdent Loan Insaeanes Fand. Fiseal Year 1975,
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The Office of Tdueation could play « key role in a more unified
Federal approach to cortecting propuictary school abuses if it were
to be the foeal point for exeliange of information, In the past. TFederal
funding and regulatory agencies had no etlective way of sharing com-
plaints indicating the likelilood of abusive practices. The Y.\ could
diseor er o sertons problan at a scliool while the Oflice of Edueation
might be unaware of it and continue to approve loais for prospective
stidents, The staff was advised that in one instanee the FTC came in
pussession of information indicating problems at a school that the V.\
only diseor ered 2 ycans lazer. Cooperation hetw een agencies W ith differ-
ent anissions is never casy. In this field. it was never seriously at-
tempted until the recent activation of an mteragency gronp.

That group. the Subconmmttee on Consunier Education of the Tred-
eral Interageney Cotnittee on Fducation, was a first step toward a
mwore elleetive inforination exelumge, A necessary second step <honld
Le a preserilied system to assure that fedoally developed knowledge
about proprictary school problems reaches interested agencies. The
education comutission of the States 1ecommended the establi<hment
of a clearinghonse, We Lelieve that OF slhould take the lead in an

atterapt. to achicve the same cads by wsing existing per-onnel and
organizations,

5. The Fedoral Trade Commission.—-"The Tederal Trade Commis-
sion attempts to discomage false, unfair aud deceptive practices in
the proprictary school industry just as it does in other indistries en-
gaged in interstate commerce, The Commission feels there are “com-
pelling nnan and sovictal teasons™ for the commitment of substantial
resoutces in the proprivtary school field. .\n estimated 6 percent of the
FTCsbadeet is divected to thisend.

The FIC activity to date has been carrvied out throngh—

() Consumer vducation—ieaflets and pamphlets for prospec-
tive enrollees mul the dissemination of warning adverti-ements:

(») Publication of guidelines for the industry—these do not
lave the foree of law. but many parts were adopted by acerediting
associntions for their own stafements:

() Litigation—issuing complaints or proposed complaints for
violation of the Federal Trade Commission et and developing
cases: ®

() Federal State covpeiation and coordination. including sup-
port of the Bducational Commission of the Statex. model post-
secondary education a ithorization act, ete.z and

(¢) Promulgation »f propozed Trade regulation rules. having
the foree of law. to regulate business practices in the indunstry.

Asaregudatory ageney. the Federal Trade Commission looks at the
proprictary sehool industiy from a different perspective than do fund-
ing ngencies like the Veterans” Administration and the Oflice of 1du-
ation. The broad objective of the Federal Trade Commission is to
minimize or climinate consumer deception and fraud, We found no

—eee

1 One of the TS most successing recent actions ander the terms of 2 consent decree,
reauiteil Cortoer Serdemy to petand £15 millien o ctdents who had been promised jobes
it dtd vt recdve them  tRce Wall Street Journal, Thursday . Nov, 14,1974, p 22, story
Aesopibing Fugua Industeios and ex etplces consenting te FTC arder ) Thix news account
s tritee oW pesponsible penruatists can misuse data abont this complen Industiy,
Whereas the 17TC paetsheet extimated that onls ahow 10 pereent of liome stidyv student<
comploted thelr conrses  with roddence schonls Ioving i h higtier completion rates,
thils ~tory applied the 10 percent completion rate te the cntire proprictary ~chool fudusteys.
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one who would suppurt consutier abuse. but there were a numiber of
individuals during the hearings and in coie ersations with the sub-
committee staff who took great issue with the I'I'C's methods for at-
taining this laudable objective. Comiplaints about the FTC were made
with respeet to three of five furegoing activities : Consumer education,
cooperation, and the proposed trade regulation rules.

Before turning to these points of contention, we will discuss briefly
the guidelines and FT'C hitigation. The FI'C’s 1972 guides were de-
veloped after consultation with a mumber of people, including indi-
viduals making theiv livelihood in the proprictary school industry.
The guides were issued to let the industry know what practices uti-
lized by it were considered by the Connnission to be unfair or de-
ceptive. The Commi-sion witness said that the guides “have been somie-
what eflective™: Sume States have used the gunide as the basis for ‘
their own regulations, and several accrediting associations had adopted
parts or all of the guides for their schools. The guides were cited by
people in the industry as an example of eilective government-indus-
try cooperation.*s

In the field of complaints and litigation, criticism has been made of
the time it takes the Commission to respond effectively to complaints
of abuee. Some FTC oflicials acknow ledged that there had been lengthy
time periods involved, but they stated that the requirements of due
process prechides them from acting sunmarily. The greatest problem
here, as with Postal Serviee fiaud cases, is that coricctive action ocenrs
oniy alter the damage has heen done.

Turning to the three FTC activitics which have generated the most
controver-y, the constmer information program las been challenged
on two grounds. I'irst, that its major suggestion for potential students
Is an impractical one. Second. that in warning students about decep-
tive practices, it leaves the implication that the entire industry should
be viewed with seepticism. if not suspicion.

A\ major propual in the FTC's consumer information literature is
that the ~tudent ascertain the value of training by checking with a
prospective employer. School operators, and obseriers not connected
with the industry, have stated that this is a nice thicory but that the
theoretical appeal of this suggestion is ucgated by the practical difli-
cnlties in following it, They argue that prospective employers are re-

Inctant to indieate that an individual will be hired at some time in the
future, whatever his qualifications. They add that in many eases, the
individual calling & coneern of any size witl not be able to talk to the
person who actually passes on the qualifications for a particular job.

For empluy ers who place considerable reliance on evidence of course
completion. in the way that college degrees are accepted. inquiry is
nseful if the employer knows something about the school. In those
cases where the employer is interested in what the applicant can do,
the value of the traming can be judged on whether it qualified Lim in
the job skills. We think that the cousumer edueation program should
place greater stre-s on talking to emiployers who hiave hired graduates
of the school being considered. but even this lias limitations, The dif-
ficultics of determining the value of training in advance of taking it

5 Nearings, pp. 43, 30, 51, 170,
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suppotts the proposal that schiouls should provide placement in forma-
tion to prospective students.

The constmer information program has also been attacked becanse
it esentially gives a negative impression of proprietary school train-
mg. The FTC’s response is that they want to alert people to abuses, and
that therefore their educational material is in the nature of warnings.
They point out that the proprietary schouls themselves spend a great
deal of woney to point ont the advantages of the training they offer,
and that the Federal Trade Commission watetial does ot purport to
be a balanced appraisal. The Commission’s parody of a proprietary
sclwol ady ertisement is an effective way to convey a warning, bnt it
eatt be mter preted to inply a blanket eriticism of the industry.™ With-
out research, it is dificult to assess whetlier this approach puts people
on their gisnd against deeeptiv e sales practices or malkes them skepti-
cal about the whole indnstry.

The Connnission’s alleged negative appiroach lias been carried over
into its trade regnlation rule. according to the FTC's erities. In onr
opinion. sume of the propused rule’s mandatory wording for school
contracts needs revision, to remove any implication that the stndent
might be wiser if le did not enroll at all, We share the Commission’s
hostility to deceptive advertising and predatory practices, and we ave
are that the Commission slizues oy view that remedial methods
<honld weed ont bad actors rather than downgrade proprictary edn-
cation itself. The rule which eventually evolves from the present sevies
of learings should be one which embodies the basic thrusts of the
proposal—disclosite of completion and placement rates to, the stu-
dent, a pro-vata refund policy. and fair and honest advertising, It
should also be a rule that 1ecognizes the limitations en the schools’
ability to obtain precise statistics and alerts the student as to his rights
without ercating the impression that he gives them np by enrolling.

Although some of the wording gives us concern. the idea of a trade
reculation rule is a good one. The mnnber of studonts who have been
bilked by frandulent schools shows that the present system does not
disconrage sufficiently this type of activity. We e coneerned about
enforcement of any eventual 1nle by the Commiission. Unless they are
prepared to continme their commitment in this area, the trade reg-
wlation 1nle will join a number of other fine-sonnding docnments that
unfortunately have not lived np to their promise.

“The final area of controversy in Federal Trade Commission opera-
tions is that of Federal,'State cooperation. The FTC's statemunt listed
this as one of the fields in whicl they were actively working to sup-
port the developiment of a better avnroach to school problems. Tssne
was tahen with thix statement at the hearings and during the investi-
gation, however, .\t the State level. thiere were expressions of resent-
ment against eertain activities and statenients of Commission officials,
mind State mnd Federal offieials had questions abont the FTC's will-
ingness to cooperate with others in solving problems. Some of these
charges wete probably attributable to parochialism on the part of
the complainant. But the number of people with different responsibili-
ties who have complained abont the FTC's lack of cooperation points
to the need for greater efforts to share information. In a small mi-

4 Tlearings, p. 110,
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nority of cases, the possibility of itigation may justify the Commis-
sion keeping the information to itself. However, with only fonr na-
tional cases |]n-mling at the time of the hearings, it wonld seem that
the FTC conld be more open than they allegedly Liave been up to now.

The Pederal Trade Commission has a major role to play in lelp-
ing to make proprictary education imore teapunsive o its consumets.
The Commission's jurisdiction over proprictary seliouls extends fur-
ther than (hat of the funding agoneies, and i€ can perform its reg-
ulatory duties for their own sake, rather than as ancillary to provid-
ing loans and grants tu a certain group of people. FTC action to date
has undoubtedly Lad a major impict on the industey ; some complaints
never reached the stage of litigation breause the F1°C was able to get
the school to currect anomfair practice. A growing responsibility will
vosult from the trade regulation mule. T discharging this responsi-
bility, the Commission should insure that it possesses the necessary
detmled knowledge of the industry and cooperates to the maximnm
extent with other Federal and State agencies that deal with pro-
prictary cdueation,

6. (Vther cnflue necs—Former students are an especially good souree
for imformation about schiool effeetiveness, Many schouls ask for stu-
dents evaluations and request permission to use them in their
advertising, (One disgruntled student respunded to the permission
question, “I dare you.”) Newsletters and school magazines sometimes
contain the name: and pivtures of satisficd graduates, and sume seliools
offer lengthy lists of former students who way be contacted. Ob-
viously. the schiools lists are selective, bhut several offered to make avail-
able to the stafl all the names in their files for verification of satisfac-
tion. One action a prospective student or counselor might take is to
ask the school how many people in the area lave received training at
the school and then ask for a sampling of names.

There is aiso the clement of competition among schools. Although
there are some large discrepancies in prices. as noted earlier. the ex-
istence of competitors is a cheek on any school. Sclicols stress their
advantages. which can canse a good approach or poliey to spread to
others. It can also worlk the other way, as the “bigger, better and more
television sets™ advertisements show.

The State of Ohio publishes a listing of proprietary schouis. one
page per school, with blanks for class size, placement. and so forth.
Some schools do not complete all parts of the form. but the lsting
still cnables a prospeetive student to scan the field before deciding
on 2 partienlar ~chool. This listing approaches the size of a teleplione
book. Publication of such a listing provides interested prospects, high
sehool counselors and others with a handy refaence, Tf more States
did this. wuking copies available to high scliools and public libraries. it
could increase public awarcness of proprictary sclwols and possibly
reduce the tendeney for students to coroll in te first school that ap-
proachesthem.

The most effective protection for the consumer of a product or
service is the inteerity of the company lLe deals with. The abuses
that have occarred in proprictary edncation show clearly that witli-
out some additional cliecking, reliance on the integrity of cacli of the
thonsands of schiools is inadequate. TTowever, this should not vbsenre
the efforts that a number of schools have made to treat their students
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fairly. The acerediting associations have incorporated a number of
protections in their standards. Some schools have gone beyond these
requirements and reports offering pro-rata refunds, automatic con-
tract termimtions if the student does not complete the first lesson,
provision of assistance not cont ractnally required, and other character-
isties of far dealing. Several =chools visited by the stafl did not make
a profit last year and yet continued (o spend money revising and im-
proving their conrses and stndent SCIVices.

Anexanmanion of mm\)lnint files at several schools. and disenssion
with mdividuals responsible for them. showed a sensitivity and re-
sponsiveness to stident coneerns, One school ask~ its students to grade
it on the A to I system and reports that 88 percent of the grades
are \'s or B's. There were letters from unhappy students in the files
of every school, but there were also letters of appreciation. An im-
portant result of more vigorous action to minlmize consumer ex-
ploitation is the effect it will have on responsible members of the
mdustry. So long as proprietary education attracts dedicated indi-
viduals who feel they are performing a service, the policing function
that the Government must assume is reduced.

Towarp A Brerrer Svsred

Proprictary vocational education has served many people well.
Bue improvements are in order. This report has described a number
of existing checks on abuses in proprictary education and proposed
that some of them be strengthenod. New safegnards have also been
pointed out and evaluated. Many of the existing laws, regulations,
standards and operating practices have the potential for insuring
that both parties to a proprietary school contract are treated fairly.
That is the potential: the facts are otherwise. Laws arc often dis-
obeyed, regnlations avoided, and standars for acereditation or eligi-
bility are sometimes ignored.

One of the greatest needs is for compliance with existing laws and
standards. Greater enforcement efforcs are required in every quarter.
Schools possessing accreditation do not live up to the impressive
standards of accrediting associations. State laws, carefully draited
and designed to weed ont uncthical standards and practices, often
are not enforced.

The interlocking protection provided by the triad of licensing, ac-
creditation, and eligibility regulations is more theoretical than real
in far {00 many cases. State agencies do not work with their eounter-
parts across the State boundary and they do not work with Federal
ageneies. Federal agencies do not work with each other. Proprietary
sehool conrses are generally only a few months long. Speedtv correc-
tion of problems is erucial, and requires rapid dissen smation of warn-
ing signals. The existing safegnards can accomplish a great deal more
wlien the institutions responsible for them act in concert.

We are enconraged by the formation and the recent activities of
the Federal Interagency Committee on Education, and particularly
‘ts Subeommittee on Consumer Protection, created in 1972, The
“Federal Strategy Report for the Protection of the Consumer of
Edueation.” issned on September 18 of this year, represents a care-
ful examination of the Federal Government's involvement in post-
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seeondary edueation. We agree with nearly all of its recommenda-
tion< and commend them to the Federal agencies with responsibilities
in this field. We also vecommend that this gronp draw np a statement
of stident rights and responsibilities as they themselves propose, and
that the Government malke these available {o proprictary schools for
distribution to prospective students. (A parallel of sorts exists in
the requirement by 110D (hat developers of land provide consumers
with a Government statement.) Distribution of these statements to the
schools conld be through HIEW and VA regional oflices, and the
expense of preparing and printing them shonld be Lorne by the
Federal Government.

Improving the efiectiveness of monitoring agencies, although
necessary, still leaves stndents at a disadvantage when they are con-
sidering proprietary edueation. We believe that {he stndent needs
more information abont what the course did for Lis predecessors,
In the area of providing information to the student o enable him (o
make a better choice, the two most disenssed statistics are completion
rates and placement.

Urider the Federai Trade Conmission’s proposed rule every school
offering voeational training wonld be required o tell o prospeetive
~tudent how well his predecessors did in obtaining employ ment. in {he
field. We agree with the Federal Trade Commission rule that (his
figmre shonld be available. The mle as it was orginally proposed,
however, contains requivements for proof which appear to be im-
practieal for some schools. Turther. the e wonld severely penalize
sehaols that conld not comply with the rather detailed recordkeeping
involved, We trust that hearings under the rule will develop a more
practicelapproach to providing this data.

We alro recommend that completion rates he made a -ailable, based
or former stndents who actually began to study or train. We have con-
sidered the argument against this made by many schools and by the
acerediting ascociations. The thrust of the argnment is that many
proprietary sehool students are nonachievers in (heir carly educational
experience and will be prematuiely disconraged from {rving to im-
prove themselves beeanse they will mentally associate with the gronp
that does not finish. “I'his may happen in some eases, it we believe
that it is more than offset by the need o provide students with the
maxinmm amount of information needed for a decision. Keeping
information from someone for his own good is a questionable poliey,
especially where: as here, it may benefit those who decide to withhold
it.

To minimize the loss of a student who discovers belatedly that his
enrollment was a mistake. we advocate a pro-vata refund policy with
a permissible dednetion for adiministrative costs. As noted carlier, we
have considered the case against refunding the cost of lessons not used
and nnderstand why r.o:t schools oppose it. Tn {his issue. as in
many others we have ex: mined, the right is not all on one side. But
we believe onr recommendations make the balance a fairer one.

In recommending that schools disclose more data and provide pro-

ata refunds, we realize that this places additional burdens on the
indnstry. We are also aware that many students are enrolled in
schools that deal with them more than fairly under the existing sys-
tem. Kthical schools must live with requirements aimed at, others; the
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regulatory rain falls on the just and the unjust alike. But we believe
the mdustry can live with these changes—some schools already do—
and be the better for them.

One hopeful outcome of tightening the slackness that now char-
acterizes licensing and regulation is greater public recognition of the
contribution proprictary education ean make. Studies of selected
courses indicate that proprietary school students do as well as their
counterparts in comumity colleges despite having generally less im-
pressive academie bachgrounds. * The recommendations in this report
would eanse proprietary schools to be under greater pressure to pro-
duece weasurable resalts than are the colleges and wniversities. In the
eves of many, profit-secking schools are already faced with more
strmgent requirements than are public institutions.™ If the industry
an reduce the ncidence of student abuse, it deserves greater recogni-
tion by the academic conimunity, employers, and influential figures
such as high school guidanee counselors.*

—

£ WIS, note 7 supra, pp. i, 181,

S Qlearnngs pp 106, 107,

@ xome of the problems i proprietiry education stemming from student lack of tnfor-
matten bive been attnibated to the fallure of agenctes outsdde the schools themgelves,
Belitsky speaks of =¢ ¢ ¢ students who have been inadequately connscled or not codtnaeled
at ntt while in bigh schools, fhits Is A direet resalt of the Huited mnaber of high school
enalance peesonnet and there cqually Linuted views ont postsecondary vocational e jon.
Consedently, Bany peesons who drop oat of ~chool, and even many who griia. i rrom
mgh sehool, hve n-ntlicient knowiedze of occupational training oppertunities nd the
Jahor marke?. A substantiad proportion of stuadenls are not thoroeushily famtliae with the
cour.es provided by privaie o tional schouls, or else they Tearn about the schools through
friends attending them, members ob their famities, nevspaper adverttsamegt., or sales
represafarves ol tie «houlg, As 2 major consequence of these Informai 1 ., any yvoung
peesons who enroll in the sehools are likelv to do <o with tnwompleie information on the
naree of traunns, requirencits of the otenpation they nre tealulng for. and the oppor-
panines tor advancement.” P’roprictary Vocational Schiools staff paper, the W, B, Upjohn
1nstitnte tor Lmpleynent Rerearch, 1970 Kalamazoeo, Mich., pp. 12 13. Sce also, hearings,
e, 101 105,
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