Children's Advocacy Institute

FAILING U

Do state laws protect our veterans and other
students from for-profit postsecondary predators?

In 2015, the collapse of the behemoth Corinthian Colleges, which had been taking in up to $1.4 billion in
federal dollars annually, and the subsequent collapse of the giant ITT Tech cost U.S. taxpayers hundreds of
millions of dollars and left thousands of students with enormous student loan debt and no degree or
diploma to show for it. Corinthian and ITT Tech are the tip of the iceberg where for-profit postsecondary
educational institutions are concerned. There has been a well-documented pattern of abuse by these
institutions going back over a decade.

In 2010, both the Senate Health, Education, Labor and Pensions (HELP) Committee and the Government
Accountability Office (GAO) took notice and investigated the for-profit college industry. Their findings were
eye-opening: states were taking a passive role in oversight; several for-profit colleges were engaging in
deceptive advertising and recruiting practices and targeting veterans and vulnerable populations; and
expenses, student loan debt and default rates were skyrocketing. All while shareholders in these institutions
pulled in record revenue.

Since the release of the Senate and GAO findings, the Department of Education and other federal agencies
had made substantial progress on reigning in abuses by this industry. Regrettably, however, the current
administration’s Education Department, led by Betsy DeVos, has bent to industry pressure and acted quickly
to weaken still-new federal student protections, even placing former for-profit executives in high level
government positions. Such actions leave college students, and especially veterans, foster youth, and other
vulnerable populations at the mercy of an industry that has been profiting while duping students and
defrauding taxpayers.

While the U.S, government rolls back stewardship of the industry and protections for students, the last line
of defense is robust state action, including strong laws and active oversight by a publicly accountable body.
Unfortunately, states are also largely failing to protect students and taxpayers. While nearly half of all state
attorneys general have taken on this abusive and harmful industry by filing lawsuits against predatory for-
profit schools in their states, by the time a state attorney general becomes involved, great harm has already
been done. States must have strong laws, robust oversight, and regulation in place to protect students and
taxpayers by preventing harm from occurring in the first place.

To that end, the Children’s Advocacy Institute (CAl) of the University of San Diego School of Law has
compiled “Failing U” — a report analyzing and comparing each state’s laws, regulations, and oversight of



private for-profit postsecondary educational institutions. Failing U grades all 50 states in seven areas,
analyzing to what extent a state’s laws: (1) provide for a multi-member, publicly accountable oversight body
that can engage in rulemaking, initiate investigations, and impose penalties for violations of law; (2) require
reviews and/or inspections of for-profit postsecondary schools operating within its jurisdiction; (3) limit
exemptions from oversight and/or regulation; (4) require institutions to disclose performance measures to
prospective or current students; (5) prohibit specific acts regarding advertising and recruiting; (6) provide an
appropriate complaint process and other relief for victimized students; and (7) authorize appropriate
enforcement mechanisms.

Some of the key findings of Failing U include the following:

o No state earned an A; California is the only state to earn a B; no state earned a C; Alaska, lllinois,
Ohio, Tennessee, Massachusetts, Texas, and Wisconsin each earned a D, and the remaining 42 states
earned the grade of F. Of those 42 failing states, 13 scored lower than 40% in the report’s analysis
(see table below).

e CAlfound enormous gaps in state regulatory oversight, leaving loopholes that unscrupulous for-
profits easily exploit. Despite intensified attention to for-profit abuses generated by the 2010 Senate
HELP Committee report, other investigations, lawsuits, and school closings, states are still failing en
masse to put in place laws that would prevent the kinds of abuses that led to failure of Corinthian
and others. These protections would include access to enforcement mechanisms; recourse for
students who are targeted and fall victim to the abuses of unscrupulous for-profit institutions; and
sufficient resources and recourse for students who attend for-profits that shut down, leaving them
with high student loan debt, no degree, and bleak employment opportunities.

e The regulatory gaps identified in Failing U leave veterans particularly vulnerable, since these
institutions view Gl Bill Education Benefits as an attractive and significant source of revenue. Foster
youth are also vulnerable to predatory colleges, given their access to federal Chafee Educational and
Training Vouchers, funding streams which are similarly excluded from current funding formulas
applicable to this industry.

e The two areas where states scored the lowest are disclosure requirements and enforcement.

e |t appears that many states mistakenly assume that accreditation is sufficient oversight. As a result,
they apply more lenient oversight or more exemptions to institutions that are accredited. However,
accreditors have potential conflicts of interest that may impact their ability to effectively protect
students and taxpayers from abuses. Accreditation is not a sufficient substitute for rigorous state
oversight.

e Two states (California and Massachusetts) earned full or partial extra credit for not taking part in
State Authorization Reciprocity Agreements (SARA) and Rhode Island earned extra credit for a
unique policy that prohibits private for-profit institutions from granting degrees in the state (with
one statutory exception).

States were given an opportunity to review and comment on CAl’s findings and analysis; 33 states responded
to CAl in some manner and 28 provided substantive feedback.

The full report, as well as individual state reports, can be viewed at www.caichildlaw.org/FailingU.html.
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State Total Percent*  Grade

Body Efficacy

55 415 50 25 50 80.5 40 0 3420 49% F
75 50.5 50 475 100 65.5 40 0 4285 61% D
65 415 75 45 75 76 20 0 4035 58% F

AR 60 435 75 3.75 375 60 0 0 27975 40% F
67.5 83 75 100 100 65 50 50 5905 84% B
55 28 75 75 75 62 20 0 3225  46% @ F

cT 25 26.25 5 75 62.5 2175 20 0 1740 25% F
25 335 75 0 375 45 215 0 2435 3%  F
525 43 75 175 75 50 5 0 3180 45% F
80 57.5 0 375 75 72,5 35 0 3575 51% @ F
20 212 833 5 66.7 313 533 0 28076 40% F
Bl «s 38 875 3.75 62.5 40 20 0 29425 4% F
53 455 75 415 75 53 675 0 4165 60% D
49 435 0 75 50 69 25 0 2440 3%  F
53 51 50 30 50 65.5 20 0 3195 46% F
75 36 0 20 75 70 20 0 2960  42% @ F
55.25 49 75 31.25 50 66 225 0 3490 50% F
54.25 39 75 16.25 62.5 61 20 0 3280 41% @ F
37.75 235 50 10 62.5 325 0 0 21625 31% F
75 47 75 57.5 75 58 20 0 4075 58%  F
48 3275 75 725 87.5 42 575 25 44025 63% D
21.9 21 100 17 58.3 24.2 0 0 22711 3%  F
30 36.75 75 15 75 48 35 0 31475 45% F
54.75 52.25 50 67.5 325 53.75 20 0 36075 5% F
65 54 0 15 75 40 5 0 2540 3% F
30 3.75 0 0 50 38.25 10 0 1320  19%  F
56.25 395 62.5 75 25 50.75 30 0 2715 3% F

NV 455 50 275 75 61 20 0 3415 4% F
50.5 515 50 48.75 62.5 56.25 10 0 3205 4% F
39 49.25 75 21.25 50 34.25 35 0 30375 43% F
295 68 75 15 100 69 35 0 3015 5% F
53.75 47.75 87.5 55 62.5 50.75 375 0 39475 56% F
55 37 62.5 16.25 75 47.25 10 0 3030 43% F

ND [P 38 50 3.75 62.5 55.75 20 0 3025 43% F
60 575 50 80 100 66 40 0 4535 65% D
65.25 335 375 125 62.5 335 175 0 26225 38% F
| OR D) 54.5 50 58.75 87.5 52.75 20 0 4035 58% F
61.25 28.25 75 125 75 51.75 20 0 32375 46% F
Bl 43.25 75 125 75 54.5 0 50 36025 52% @ F
55 46 75 30 75 62 40 0 3830 55% @ F
25 5 0 0 0 135 20 0 635 9% F
50 58 75 60 100 78 25 0 4460 64% D

TX [ 535 375 61.7 62.5 60.25 725 0 42045 60% D
20 34 100 30.25 62.5 56.75 20 0 3235  46%  F
40 23 50 11.25 37.5 125 10 0 18425 26%  F
80.5 49 50 425 75 59.5 0 0 3565 51%  F
[ wa [T 425 75 175 62.5 69.25 775 0 41075 5% F
66.3 46 100 116 58.3 50.2 233 0 3857  51%  F
[ wi ) 61 75 75 75 735 100 0 4620 66% D
20 25 100 0 62.5 36 20 0 2635 38% F

* Rounded



