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PROPRIETARY VOCATIONAL SCHOOLS

THURSDAY. JULY 16, 1974

Hotse or REPRES:NTATIVES,
SeECIAL STUDIES SUBCOMMITTEE
OF THE CoMMITTEE 0N GOVERNMENT ()PERATIONS.
Washington, D.C.

The subcommittee met. pursunant to notice. at 9:30 a.m.. in room 2247.
Rayburn Honse Office Building. Hon. Flovd V. Hicks (chairman of
the subcommiittee) presiding.

Present : Representatives Floyd V. Hicks. John W. Wydler. Ralph
S. Regula, and Joel Pritchard. i

Also present: Joseph C. Luman. staff director; James L. Gyory.
stafl investigator; and Lawrc.ce T. Graham. minority professional
staff. Committee on Government Operations. )

Mr. Hicks. The subcommittee will come to order.

The Special Studies Subcommittee today opens an inquiry into
proprietary vocational schools. Federal involvement with these schools
occurs through Federal recogniticn of accrediting agencies. providing
funds for veterans education. insuring of student loans. and direct
contracting with schools for training. Some schools are heavily depend-
ent on the federally supported student : reports speak of as high as 90
percent of the student body in certain proprietary schoels receiving
Government support in one way or another, In addition. we are ad-
vised that in numbers of VA-supported students the top 10 schools are
proprietary vocational schools. X

Perhaps this is not as surprising as it initially appears. for schools
that are operated for pi1ofit try to deliver useful training to their cus-
tomers in an attractive package. Many Americans who have finished
high school—and some with college experience—find that they do not
have the skills that commsand higher salaries. Vocational training
offers a way to obtain these skills and propriet:ry schools are often the
moxt convenient, attractive. or readily available form of vocational
training. The claimed advantage for these schools is that in order to
make a profit they have to continually attract and satisfy their cus-
tomers and this requires them to stay abreast of the latest trends in
industry and offer a way to meet them. )

On the other side of the coin is the danger that making money may
become so important that it overshadows offering worthwhile training
and that constmer fraud will become an ever-present possibility. It is
clear that many Americans have beer provided an opportunity to im-
prove their station in life by the training they received from a profit-
making vocational school. It is also clear. however, that others have
been defranded because they were misled about the quality or difficulty
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of training or the job opportunities that would follow from having
this training. It is bad enough when a person is cheated out of his
money. Those who cynically promise a future they cannot possibly
deliver are cheating people of tgeir hopes as well.

Our concern is how to limit the misuse of vocational training. We
want to explore ways to minimize the waste of Government funds and
to minimize as well the disappointments and frustrations that ensue
when an individual's desire for seif-improvement is exploited for the v
fast buck. We do not indict the entire proprietary school industry but.
only the elements and practices which unfairly take advantage of
those who are trying to advance themselves.

In the course of the subcommittee's inquiry over the past months,
we have been made aware that objectionable practices in the proprie- .
tary vocational school area also are found in the nonprofit schools.

While recognizing that misleading advertising, unethical recruiting

practices and acceptance of unqualified students can occur elsewhere,

the fact is that by all accounts proprietary schools have more of these .
problems today. Of the complaints received by the Office of Educa-
tion's stai¥ which works with the accrediting commission, for example,
almost 99 percent deal with proprietary schools. Some say that the
public schools and private colleges, which enjoyed a seller's market in
the sixties, are now beginning to scramble to fill their seats and some
are adopting questionable practices. Nonetheless. it appears to us that
the proprietary vocationar school sector has been afflicted the most
and for this reason we have chosen it as the point of concentration,

Several factors limit the Federal Government's role in the proprie-
tary vocational school area. A major constraint is that education has
largely been a responsibility of the States, and the Federal Govern-
ment has been enjoined by the Congress time and again not to inter-
vene into what might be termed “the quality of education.” Thus, the
VA can monitor whether a student attends classes but does not con-
cern itself wit® how well the classes are taught. As for the States, how
their responsibility for proprietary vocational education is carried out
depends on the State. Licensing requirements in some States for pro-
prietary schools are stringent and enforced. In othier States, neither
condition applies. ) B

About a half dozen accrediting agencies have the mission of vouch-
ing for the quality of instruction in proprietary schools, The Federal
Government has relied heavily upon accreditation in determining
whether schools or courses will be eligible for veterans or for students
using a federally insured loan. Questionsarise about the extent to which
the Government can properly rely on accreditation for protecting
its students and the fairness of a system which tends to force schools
to seek the services of a voluntary accrediting group in order to be
eligible to accept publicly supported students.

We also have limitations on the effectiveness of the Federal Trade
Commission. Many of the complaints are founded on the disparity be-
tween what is claimed in advertising or sales pitches and what is actu-
ally delivered. Since misrepresentation is an element of most of the
fraudulent activities, the FTC has an imp. rtant role to play. Except
for their efforts in consumer education, however, the FTC acts after
the fact, The Commission holds that it cannot proceed against non-
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profit educational institutions even if they engage in practices which
the Commission censors when profitmaking schools engage in them.

We plan in these hearings to explore these factors and determine
how they might better he harnessed to protect students and to get more
for the Federal tax dollar which supports them. We will be talking to
representatives of the States, the Oftice of Edueation, the Federal
Trade Commission, the Veterans' .Administration. the properietary
school accrediting groups. and scholars who have recently completed
a study in this field. We are seeking ways to help the Government do a
hetter job in protecting the student and the tax dollar whenever
federally assisted students attend proprietary vocational schools.

The great variety of proprietary vocational tra ning schooss and
courses makes eneralization difficult in some areas and representa-
tion of the whole spectrum an impossibility. We have invited the
accraditing ugencies to testify because they can discuss schools which
share some common characteristics. Other witnesses will assist in our
excmination of unaccredited schools. These hearings will involve dis-
cussions of unethical and illegal practices in proprietary education,
practices we have been hearing about in a recent spate of press stories.
Tte subcommittee realizes there is much more to proprietary educa-
tion than these problems and that proprietary vocational education can
point to many satisfied students. But something must be done about the
abuses. We believe the acerediting agencies inade the right choice in
accepting our invitation to testify. for the reputable schools should be
as concerned as anyone in trving to rid proprietary vocational educa-
tion of its bad actors and bad practices.

Our first witnesses today are two gentlemen from California, the
Honorable Alphonzo Bell and the Honorable Jerry Pettis.

STATEMENT OF HON. ALPHONZ0 BELL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA

Mr. Bern. Thank you. Mr. Chairman. T appreciate this opportunity
to appear before vour committee on this very important subject.

1 would like to commend the committee for its attention to the appar-
ent growing incidence of abuses involving proprietary trade schools.
The Federal Government has, at least indirectly. substantially con-
tributed both to the existence of and to the magnitude of this problem
through such programs as student loans and the GI bill. T believe
strongly, therefore, that we have an obligation to do something about
it. We are dealing not merely with isolated instances of local fraud,
appropriate for Investigation by a district attorney, but with a na-
tional Scandal of multimillion dollar proportions.

An illustrative example of these abuses occurred in my own city of
Los Angeles.

The West Coast Trade Schools. a group of five proprietary voca-
tional schools located in and around Los \ngeles, closed its doors on
2 days notice in May of 1973, leaving hundreds of students holding
the bag on worthless Government loans * * * and leaving at least $6
million of potentially worthless loan paper in the hands of unsuspect-
ing financial institutions. mainly employee credit unions.
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West Coast Trade Schools had participated in the gnaranteed stu-
dent loan program since 1967 without acereditation by any recognized
accrediting ageney, They did. however, have the approval of the Cali-
fornia Bureau of School Approvals and the Veterans® Administration.

EDCO. Ine,, a Los Angeles firm wlneh is servicing west coast’s
loans for six of these credit unions, has informed my office that 80
percent of the alleged horrowers either cannot be located or have re-
fused to pay their loans on the grounds that they never received the
cducation they were promised.

An EDCO representative told my oftice that he has not found *any
students who are satistied. The only students who are payving. and
they comprise the remaining 20 percent. are paying out of fear,”

One student who attended school for only & days in Jannary of 1973,
received notice a vear later that he owed $1.500 in repayment of a
student loan. )

Others did not even know that the piece of paper they were signing
was a loan obligation. X

I have a letter from a person who was led to believe he was filling
in an eurollment application when he was actually signing a student
loan note, He signed on a Friday and called the first thing Monday
morning to caneel his application—and was assured there would be
no problem. Tmagine his reaction when. 2 years later. he was notified
that pavment on the ioan he never knew he had was now due.

In a variation of “Iait and switeh™ a woman was enticed by a help-
wanted ad. She applied for the advertised job and was told it was no
longer available—Dbut a similar job would be available if she would
just sign up for this handy training program, The next thing she knew.
she owed the Government $1.500, T am focusing here. Mr. Chairman.
on consumer protection aspects. Investigative reporting by Gene
Ferguson of a Los Angeles radio station, KPOL. has uncovered other
information pointing to possible eriminal frand,

Iet me emphasize at this point that T believe post-secondary trade
and technical schools are a beneficial element of our overall education
system. They provide necessary instruction and training in areas not
included in our traditional college and university enrricula,

But we must come down hard on what T hope is only a minority of
these schools that are misusing Government funds. “ripping off” their
students. and diserediting an entire industry, )

My concern is with these institutions—the schools which have vio-
lated the most minimal standards of deceney and professional et hies—
schools that have lured unsuspecting persons into training courses of
dubions value throngh misleading claims and high-pressure sales
tacties, These sehools sign up students when there is virtually no pos-
sibility thev will ever realize the glamorous carcer objective so elo-
quentlv and deceptively sold to them,

And tragically. the students so often attracted to these schools are
among the most villnerable of our ¢itizens,

They are nusnally per-ons from low-income backgrounds seeking to
realize the so-called “American dreanm.” They arve often our veterans.
They are not asking for a handout, They are not snubbing the estab-
lishment. They are playing by the establishment's rules: work hard.
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study hard * * * get a good job and vou will earn a decent salary.
They reasonably believe that if & school is approved by the Federal
Government under the student loan program. or the GI bill, it must be
wood. )

Imagine their disillusionment when they discover that their gov-
ernment was used to pull the rngom from under them.

Mr. Chairman, T introduced a bill last December, together with my
California colleague. Mr, Pettis, which 1 behieve provides at least a
starting point for doing something about this unconscionable situa-
tion.

In putting the bill together, we specifically rejected any idea of
proliibiting Federal program (-Ii;_rihi,ity for proprietary schools al-
together. And we rejected the approach proposed by some, to create
a method of divect Federal approval or accreditation, as dangevously
intrusive into what shonld remain non-Federal areas, ‘

Thus. we opt for continnation of the present two-step process
whereby the agencies of the Federal Government vely on the expertise
of non-Federal bodies of approval or acereditation—but with much
more stringent standards and supervisory respousibilities.

We inserted in the bill a somewhat modified “shopping list” of
result-oviented standards developed by the Education Commission of
the States. We would require the Secretary of ITEW to develop new
eriteria hased on those in the bill. ‘

One problem that has continued to worry us is the equity of placing
what amount to “econsumer protection” responsibilities on what are
essentially education-oriented entities. The acereditation gronp that
might be able. for example. to evalnate a teacher’s qualifications might
not be as able to evaluate a sehool's financial management capabilities.

Thevefore. T will propose an amendment to our bill when it comes
u{) in the Education and Labor Comunittee which would require that
all proprietary schools participating in the student loan program be
bonded. .

It is my understanding that bonding is a routine requirement in
other Govermment loan prograws, It wonld constitute a self-policing
mechanism involving little intrusion by the Federal Government.

Althongh our bill is presently pending before the Special Eduea-
tion Subcommittee, which has jurisdiction over programs adminis-
teved by the Office of Edueation. it is drafted to apply to all Federal
programs related to student assistance. including the GI bill and
social security survivors® benefits, ) )

Thus. your committee would have particular expertise in unraveling
the appropriate interagency relationships involved here,

Thank you. Mr. Chairman,

Mr. Hicks. Thank von. Mr. Bell, ) .

Of course. vour expertise and interest and contribution to edueation
and your work on the Education Comittee is well known to all of the
mewbers of the committee,

What kind of interest is being shown in your bill?

Mr. Brn, There is widespread intevest in this bill. As you may or
may not know. there is an investigation going on in Los Angeles vight
now into some of the sehools that we are having tronble with and

10
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there is a great deal of interest, Mr. Chairman. in this. T think it is
something we have to really serionsly consider.

When vou consider the fact that we, on the one hand, are enconrag-
ing people to get jobs—people in the poverty area—enconraging them
to go to work, to find jobs and that they have a great deal of hope and
then that, on the other hand. thev get themselves involved, through
inadvertence on the part of the Federal Government into programsand
then find out they are washed out for no fault of their own——

Mr. Hiexs, Are you able to stir any interest on your Education
Committce that has jurisdiction? .

Mr. Brrr. Yes: we have. We are beginning Thursday witi, hearings
in Jim O'Hara's subcommittee.

Mr. Hicks. Mr. Pettis, do yon have anything to say?

STATEMENT OF HON. JERRY L. PETTIS, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. Prrris. T think one of the things that has been helpful to our
legislation has been quite accidental, a great deal of nationa) publicity.
The Reader's Digest carried quite a story and as a result of their
publicity. the Washington Post, the Los Angeles Times, the Boston
Globe. a lot of radio and other media. young people and others have
had their attention called to this problem.

I think they are more wary than they were 2 or 3 years ago, but we
still need some legislation to protect some of these people who really
do know hetter or we are going to have these tragedies acenrring for-
ever and ever but if it is yonr wish, I wonld like to make a brief state-
ment and then maybe we conld go ahead with some of the proposed
solutions to the prablem.

Mr. Chairman. members of the subcommittee. As my distinguished
colleague. Mr. Bell, has just pointed ont. the scope of consumer fraud
abuses by proprietary schools is neither isolated, nor a nickel and dime
operation. It is a nationwide problem involving millions of Aollars.
And. throngh varions Federal student assist-nce programs, t.e Gov-
ernment finds itself right in the middle of the entire mess.

The problem was first bronght to my attention when a number of
voung people attending Riverside Univercity in Riverside, Calif..
found themselves in financial and academic diffienlty when the school
became insolvent in 1870 and was closed down by the State of
California.

Manv of the students attending this institntion were participating
in varions Federal student assistance programs. When the school
went under. thev fonnd themselves with no, or very few, transferable
eredi’s, It with the oblimation «: repav the entire amount of their
student loans. Not surprisingly, many refused to honor their commit-
ments to pay for something they hadn't received. The private loan
institutions whe advanced the money—also in good faith—turned
their claims over to the Office of Fducation for collection. Settlement
attempts are still mderway. i )

Riverside University was a small, private institution. originally ac-
credited as a business school. Then the school’s enrrienlum was en-
larged and additional conrses and degrees offered. Despite the fact
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that the Western Ascocmtion of Schools znd Colleges vejected its ap-
plication three tines, Riverside UVmiversity publicly promoted its en-
tire chrrienlum as “aceredited™s conveniently making no wention that
its necreditation apphied only to its business college,

Although school officinls were well avware that only business school
students were cligible for Federal assistance, n student taking another
curr. ulum was simply registered in the business school nnd the appli-
eation made on that hasis,

In another unser.pulous practice, the school submitted loan appli-
cations months in advance. One student was accepted in Jannary 1971
and then applied for a loan, which was approved. The private lending
institution sent the loan amount to the school in Felwnary. even though
the student was not planning to register until the following November
and. in actuality, neither enrolled nor ever attended the school.

This is only one in a collection of these horrop stories. In a series
of articles which appeared in the Washingion 1 ost, reporter Erie
Wentworth cited others, inclnding a North Carolina farmboy with a
sixth-grade edueation who was one of the 10,000 vietims of the ('iti-
zens Trnaning Service, Ine. He had been assured that the courses would
et him a civil service job. A T1-year-old woman already past normal
civil service petirement was another victim of this same ontfit.

Mr, Chairnman, the laws now on the hooks dealing with consumer
frand obviously are not fully adequate to mect the problems which
unsuspecting students encounter, The bill Mr. Bell and T introdnced
ix designed te 61 in the gps in our legal system and prevent a reeur-
rence of Riverside University, West Const Trade School, or Citizens
Training Service finscos. It is very encouraging that vou are taking a
careful look into this serious student financial aid ripoff. I hope the
others who appear before vou will address themselves to the human
element in this matter and not just focus on narrow legalisms.

Thank you.

Mr. Hioxs. Mr. Vettis. I wonder if von would separate out vour
edneation background from your very distinguished background for
the record here, o that the people who happen to look at this record
will know vou speak from practical expecience, us well as representing
your constituents,

Mr. Pernis. Thank vou, Mr. Chairman. I had not planned to do that
bnt inasmuch as vou have asked, I will.

T have spent many years as a university professor. chairman of the
hoard of one of California’s good universities. Loma Linda Univer-
sity, and I think that thc operations that T have deseribed this morn-
ing that come under the heading of education are a far cry from
what the good schools and the good universities in California and
other States in the Union are sponsoring and it seems strange to me
that the (Government seems to have a sort of multifaceted approach
to this business of education.

For example. a student who wants to take up flving as a career:
Now. the V\ is very tough on the flving schools which it allows to
give training to a voung man or n young woman who wants to pursne
that course of action: it insists that that school must pass muster in a
variety of ways: and it sends out people who are specialists in aviation
to make sure that those schools qualify.

12
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Yet the same organization will titrn around and just face the other
way when students will apply for educational benefits which go to
ontfits like this Riverside University.

I see no reason why we cannot be just as tough all the way around
as we are in some areas of education which lead to voecational careers
or whatever,

For example. to turn to another subject for a moment, we have no
qualms about giving evervbody who applies for a medical degres a
board examination, which is national in nature. and every graduate of
a medical school has to take one or he is not licensed to practice
medicine.

We find the same thing with hospitals. Hnspitals have to pass
muster or they cannot be listed with the natioual accrediting orga-
nization for hospitals,

Now, there are some fly-by-night hespitals, proprietary types, and
they get in the same type of trouble that these schools do. and all of us
have this kind of hospital somewhere in our congressional district, and
theyv are not the accredited hospitals. and people are told to beware
of getting into an in-titution like that.

What T am saving is that we have to be careful of the voung people
trving to get an education, whether it is one kind of training or an-
other. from these fiv-by-night outfits or these shrewd manipulators
and con artists whose interest is only in Federal money for tnition or
the morey that these students get from some other place.

They are not interested in the students nor are they interested in
giving these students an education, T hope we do something to rid
onrselves, in this society of ours, from this curse.

Mr. Hieks. Mr. Luman? )

Mr, Luatan. Mr. Pettis. you mentioned bonding the schools. What
effect do vou think that would have had in the West Coast Trade
School case. if the schools would have been required to be bonded ?

Mr. Berr. Tmentioned bending.

T think that would have had a very beneficial effect. T do not think
it would have happened. T do not think the West Coast Trade Schools
rould have been bonded nnder the circumstances.

They started and then went ont of business. That would at least
show something about their financial ability, and T think you have to
come to this responsibility aspeet in two parts: One is the actual job
they are going to do, and the other is whether they can financially
stand the pressure in doing the job.

You have to look at the financial side as well as the other in bonding.

M. Perris, Tf the gentleman wonld vield. I would like to make an
obzervation. ‘

T ngree with Congressman Bell, that bonding would have taken care
of this hut this is just a way of having somebody else he responsible
for what yvoun onght to do becanse obviously. the bonding company will
take a hard look at that erganization and it will not get the bond but
it does not really settle once and for all any other issue in the financial
stability of the organization.

Mr. Hicks. That is a pretty good issue.
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Mr. Permis. It is enongh but there are other aspects to this whole
thing other than just finance and so I agree w ith Congressman Bell,
bonding would spare us the fiasco of these trade schools that we have
talked about. )

Mr. Hicks. What about Riverside?

Mr. Perns. It would have spared ns that, too: Iut let me tell yon
there was a lot more to Riverside University than just the money
factor and that is why I bring up the subject. )

Mr. Luaax. Another problem we have had is the traditional relue-
tance of the Federal Government to get involved in quality of educa-
tion. the classroom size. teaching techniques. what have you. )

Do vou think we can regulate from the Federal level the business
side of proprietary edncation sales practices, the management of the
schools, perhaps the refund policy, withont treading into the area of
Federal intervention in the field of edncation?

Mr. Berr. This is kind of a touchy problem becanse I do not like to
see the Federal Government step into a position where it controls the
schools or the accreditation. )

I think you have to work pretty much through your State organiza-
tions, through the State would be a better way to do it. and Institu-
tions within the State. with some direction from the Federal Govern-
ment in the ways in which we all know they can direct.

Mr. Hicks, Does California do anything?

Mr. Ber. California has not been doing this because the Federal
Government has operated like it is just turning its back on the sitna-
tion. but with some interest and some influence. I think California
could be established as an accreditation program of some kind.

I do not say that accreditation is the whole answer but they could,
through other organizations within the State, develop some kind of
eligibility accreditation program.

Mr. Perris. Mr. Chairman, back in the »arly history of education.
professional and otherwise. I am sure the members of this committec
will remember that things got so bad that the Federal Government did
have to take some steps. )

For example. I can remember reading a great deal about the diploma
mills of the early 20th century in this country. where you conld become
a doctor with $100 in 6 weeks, in some sanatorinm some place.

Well. I hope we do not have to come to a situation like that before
we step in and stop it. Now. at that time. the Federal Government
financed a stiidy of the medical edneational system in this country and
as a result of that report, which was paid for by the Federal Govern-
ment, we got rid of the medical diploma mills.

1 do not think that interfered with the rights of the States to license
physicians which still prevails today, but somebody had to set some-
thing in motion to check what was a national disgrace, because no one
in those days knew whether they were going to a doctor who had any-
thing but a diploma he bonght with $100 or whether he was really an
accredited doctor. until the Federal Government took the first steps
in checking up on the diploma school mess of the early days.

Now. it may be that we will have to do something like this and still
not tread on States rights of licensing.

. 14
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We did this in a way when we passed the Clean Air Act. We said
to the States, we are going to set some standards here. If the States
wanted to go beyond that. fine. In our own case in California, our
standards were higher than those of the Federal Clean Air Act. so we
were exempt but the 49 States whose standards were not that high had
some work to do,

Tam not suggesting necessarily that is the way we ought toapproach
this problem but we do have precedent for stepping in where States
are not doing a good job. We have done this in the welfare field. We
have done it in other areas and said to the States: OK, this is your
province but if you do not do 2 minimum amount of work here, these
are the Federal standards.

Mr. Bere. Mr. Chairman. I might respectfully disagree slightly with
my colleague here. T am fearful of the Federal Government moving
into this to a_point where they are actively directing the situation.

I am a little bit more inclined to have the States handle this. and I
think the States can be geared to handle it if the Federal Government
will give some guidelines and some directions to help in that aspect
and show greater interest. But I think that is the greatest amount of
interest or interference we should have from the Federal Government,
if you want to call it that.

I would like to have it in the form of pointing the way. T think the
States can do it. T think they can be geared to doing this. It just takes a
little bit of interest from the Federal Government.

The trouble has been that the Federal Government has acted like
there was no problem and that has helped lead to the situation we
have now.

Mr. Hicks. Are you gentlemen talking primarily about residential
schools now or about correspondence schools also?

Mr. BeiL. We are talking primarily about in-residence schools, al-
though T suppose the same principle should apply to correspondence
schools, too.g was thinking in terms of regular schools.

My bill. of course, does cover corresgondence schools, too.

Mr. Perris. I do not disagree with my colleague, Mr. Chairman.
Maybe some of the illustrations I used to point out what we have done
historically might suggest that I am trying to get the Government to
intervene in what are States’ rights. I am not trying to do that.

I am pointing out that historically we have solved soime very serious
problems by having the Government take cognizance of these problems
when the State has not.

Mr. Hicks. We will hear from Mr. Regula at this point.

Mr. Recrra. What wonld you think of some type of Federal legisla-
tion that said that no State or no institution could receive Federal
funds directly or indirectly unless it were accredited or licensed b
the State and then put into the law certain standards that the Stafte
would have to adopt in its licensing procedure ?

Mr. Bew. I do not think licensing alone would be adequate, but
I think we are on the horder there. of being close to a solution. We
definitely need some kind of standardization program, which is essen-
tiag}y what my bill does.

r. ReeurA. Does your bill set up standards?

Mr. Beie. That is right.
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Mr. Rectra. That is, the States must comply with their accredita-
tion procedure in order to get access to Federal funds?

Mr. BeuL. Right. )

Mr. Perris. One of the reasons the VA gives for being very harsh
on a school which offers aviation courses is that the Federal Govern-
ment has ultimate licensure of pilots and so on. .

That is not a State license and yet they will look the other way and
still give Federal aid to schools that are not directly under the control
of the Federal (Government when it comes to licensing.

Mr. Hicgs. Mr. Pritchard ?

Mr. Prirclarp. \\ couple of questions, )

It seems to me that there is more danger in the vocational field
than there is, say, in a law school. The student js going to a law school
or a medical school or these types of schools. U'sually the student in a
law or medical school is sophisticated or the people he is associated
with know enough and the word travels pretty fast. _

When vou get into some of these vocational schools there, in a big
}r:)e:dmpolitan area, they can operate, grab and run: and it is awfully

ard.

Mr. Berr. In addition to that. some of the courses thev teach are
sort of hard to pin down specifically—like cosmetics. things of this
kind. There are various things that can change and turn over. Aleo,
instructors may teach several different courses in completely diferent
areas.

Mr. Prircriagrn. The only thing that bothers me is the advertising
that goes on with these schools. In fact. do not some of these schools
put out false advertising: but when you get right down to it. the
picture they paint is false. The words they say are true and vou can-
not nail them on it but when youn get done. they have implied some-
thing to somebody not sophisticated that really is not true and yet
you cannot handle them. X

Mr. BelL. Yes, I think there should be some kind of guidelines and
regulations on advertising, limiting what they can say and the trv-
ismsthat they must stick to. X

I think what you are putting vour finger on there is a very impor-
tant part of it. the incorrect advertising. The concentration of the
financial resources and the personnel of many of these schools is in
advertising and not in teaching.

Mr. Prrrcrrarn. Snre, they are selling.

Mr. BrrL. To get students there, get bodies in the class—that is
what they are trving to do. above all else. T think that is important
t o see.

~Mr. Prrris, Tt is also true there is frand in some of this. This Riv~r-
side ["niversity which had a very limited accreditation used that to
handle this whole Christmas tree of offering and that is absolute
fraud. to run a student throngh a business school in order to get some
other kind of education.

Mr. Prerenarn. For instance. T had a ladv working in a company
that T ran and her hushand took the TaSalle accounting course and
worked 4 vears to gradnate, working nights and going throngh this
school, which was aceredited. Evervthing was right as far as the
school and the conrse were concerned, but they never told him he

16
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could not get a practice 1n the State of Washington because there is
a State law that disallows it. We had some accountants down there in
our State legislature. three of them. and they put a bill through that
said you had to go to either a university or if vou went to a night
#chool or a correspondence school, it had to be a State correspondence
school. and there was this fellow that spent 4 years. I went over it
very carefully to see if there was fraud. He had to move and it was to
say the leust, a bad experience for him.

_ Mr. Beii. The Federal Government is doing some work in develop-
ing a method of studying different types of advertising, and I think
that we have to do considerable research on the background of just
what kind of advertising would be proper. The Federal Government
has already started on this.

Mr. Prirenarn, I think it is terribly important we do not impede
the growth of legitimate vocational schools and correspondence schools
or give a black eve to all of the correspondence schools. )

This country is full »f people whe have made great progress in
their lives because they took night school and correspondence school
courses and T do not want to impede that growth, But the person has
got to get the straight dope of what they are getting and wnat they
can do when they arve through. T suppose once Federal doliars came in,
it really ballooned this problem. )

Mr. ITicks. What percentage. in vour opinion. are legitimate and
how many are on the ragged edge?

Mr. Bern., Mr. Chairman. it would be very difficult to judge that.
Some cities are worse than others. Some schools in some areas are worse
than others. ) ]

I could not give von a statistical figure on that right now.

Mr. Hicks. Are there enough so that you could expect that the
legitimate ones should police the industry?

Mr. Benr. Actually. there is plenty of this going on and, incidentally.
from organizatious that are well known—organizations that do other
thiewes and also have schools—corporations.

Mr. Hieks, That are tryving? )

Mr. Beow. That are tryving to take advantage of the existing situation.

Mr. TTicks. How can we help those people to police this industry?

Mr. Brrr. One of the things we have been talking about. Mr. Pettis
and L is to improve the standards and the requirements.

My, Hicks. Are vou talking abont accreditation?

Mr. Bevni. The answer is not a simple one, Mr, Chairman. Accredi-
tation by itself is not necessarily the answer.

I believe we need a combimation of <tandards, guidelines. aceredita-
tion. and also bonding. T think a combination of these things will
make it work. X

T do not think any one thing aloue is the answer.

Mr, Hicks, Tlow do you reach a standard after vou set the standard.
if vou cannot do it by acereditation?

is not that the ultimate in a university. Mr. Pettis?

Mr, Pernis. That is true. Private education in small schools, many

of them are the finest schoois in the conntry. are aceredited. and doing
a great job but they are going broke so you sce. education is a two-
sided problem.
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One is the financial aspect of the university or trade school and the
other is the educational aspect. You can have schools which are aca-
demically tremendous and from a financial standpoint are on the rocks
because of salaries and as von know. student bodies are decreasing these
days and that is one of the reasons why these sharp operators come
along because they offer something for less, they offer bargnin base-
ment education. That is another thing we did talk about this morning
and this does play into the hands of these sharpies. X

Mr. Berr. Mr. Chairman, our bill provides for a study into what
the answer to this may be relative to accreditation and a combination
of other things. and I 'think you have to do this—take this approach—
so that vou hit the mark. T do not think you are going to hit 1t by any
one thing to the exclusion of others.

Mr. Hicks. Gentlemen, thauk vou very much.

Mr. Perris. Thank you, Mr, Chairman,

Mr. BeLe. Thank you, Mr. Chairman.

Mr. Hicks. Mrs. Bernstein, you are here on behalf of the Federal
Trade Commission

STATEMENT OF JOAN 2. BERNSTEIN, DEPUTY DIRECTOR, BUREAU
OF CONSUMER PROTECTION, FEDERAL TRADE COMMISSION, ON
BEHALF OF J. THOMAS ROSCH, DIRECTOR; ACCOMPANIED BY
A. HERBERT RESSING, ASSISTANT DIRECTOR FOR CONSUMER
EDUCATION; STEVEN D. NEWBURG-RINN, STAFF ATTORNEY,
DIVISION OF MARKETING PRACTICES, BUREAU OF CONSUMER
PROTECTION; ROBERT BADAL, STAFF ATTORNEY, DIVISION OF
SPECIAL PROJECTS, BUREAU OF CONSUMER PROTECTION; AND
LAWRENCE FOX, STAFF ATTORNEY, OFFICE OF THE ASSISTANT
EXECUTIVE DIRECTOR FOR REGIONAL OPERATIONS

Mrs. Bervsteriy. I am Joan Bernstein, Deputy Director of the
Bureau of Consumer Protection of the Federal Trade Commission.

Actually, I am substituting for the Director, Mr. .J. Thomas Rosch,
who was very sorry indeed to be unable to be with you this morning.
We will appreciate your accepting us as substitutes.

This is Mr. Larry Fox; Mr. Steve Newburg-Rinn; Mr. Robert
Badal: and Mr. Herbert Ressing, behind us, in charge of our consumer
education program. All, except gor Mr. Fox, are members of the staff of
the Bureau of Consumer Protection. Mr. Fox represents that part of
our organization that deals with the regional offices.

Our testimony today will cover the actions which the Commission
has taken and is taking to discourage false, unfair, and deceptive prac-
tices in this industry ; the Commission’s consumer education efforts in
this area: and the status of rulemaking activity with respect to this
industry. The views which T express are those of the staff of the Com-
mission’s Bureau of Consumer Protection and do not necessarily rep-
resent the opinions of the Commission or of any Commissioner.

The Comuuission has long devoted substantial resotrces to the prob-
lems present in this industry, and it continues to do so. There are com-
pelling human and societal reasons for this commitment.

41-255—74—-2

18




14

Most students take vocational courses to get jobs, not for potential
intellectual stimulation. Qur society has always been attracted to the
Horatio Alger story, and vocational school students look to their edu-
cation as & means of obtaining upward social and economic mobility.
When vocational education provides to the unskilled good training n
a vocation for which there is a demand, it does in fact serve this func-
tion insofar as the student is able to obtain a more prestigious and
higher paying job than would have been possible without the training.

aking a vocational course is different than other kinds of consump-
tion. Substantially more is paid for vocational courses than for most
other forms of consumption. In purely economic terms, it has been esti-
mated that approximately 10,000 proprietary vocational schools
have an aggregate annual enrollment of over 31/ million students with
an aggregate annual income of over $2.5 billion. Correspondence
schools alone are estimated to have an annual enrollment of over
2,100,000 students with an average annual income of over $1.7 billion.
1t should be noted that while these figures would seem to indicate that
the average tuition paid is about $800.! many of the most highly ad-
vertised and sold courses cost between $2,000 and $3,000. People do
not make this sort of economic investment in something that requires
hard work and that does not provide the pleasure of most other forms
of consumption without that end product—jobs and economic mobil-
ity—firmly in mind.

Furthermore, there may be significant opportunity costs to the stu-
dent who chooses a particular vocational course, costs which the stu-
dent should only be expected to bear if jobs of the sort the student
anticipated are available upon completing the course. The student
taking one particular vocational course must forgo taking others that
potentially could yield a better return. To take the course the student
may have to quit present employment or pass up present job oppor-
tunities in the hope of achieving a better job on completing the course.

In addition. there is an important psychological component. and
cost, involved in taking a particular vocational course. The student
may be willing to try once to increase his or her social and economic
mobility through education. The student's personal hopes and aspira-
tions are heavily tied up in the attempt. If the student has worked
hard and spent considerable sums in the attempt, only to have his or
her hopes smashed when the job sought is not there upon completion
of the course, it is unlikely that tle student will be willing to invest
the time and effort, and make the financial and psychological sacrifices
to try agein. Also, the vocational school student. often having family
responsibilities, may just not be in a position to take the time out
from fulfilling those responsibilities to try again. Thus, if the student
is unable to find the job for which the training was obtained. the losses
of time, money. and job opportunities are in many instances irretriev-
able, and the damage to tﬂe student's belief that the system can work
to provide economic mobility may be irreparable.

The importance to the student in either getting or not getting the
job is mirrored in the importance to society that the training be of
value to the student. There is a substantial public interest in good
vocational education, quite apart from the foregoing human considera-

* Since the estimates did not take into account the large increases in prices of the last
few years, these figures may be understated.
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tions. Vocational education is supported by many Federal and State
programs. Veterans may receive benefits covering all or a portion of
the tnition and living costs related to taking vocational conrses. Voca-
tional school students who attend eligible schools may obtain federally
insured student loans. Under this prograin the Federal Government
gnarantees that the loan will be repaid to the lender even if the student
defaults. These and other Fedom{ financial assistance programs exist
because Federal policy is to help people achieve ccononic mobility.
Moreover, enconraging \'ocationaredncation as & means of maximizing
individual productivity may be in the public economic interest. When
graduates from vocational schools are unable to get the jobs for which
they trained, the public interest is injured. In short. when students are
misled or deceived. or treated unfairly, society. as well as the individ-
ual. suffers. )

The Federal Trade Commission is entrusted with the job of pre-
venting “unfair or deceptive acts or practices in commerce * * *” * This
charge has resulted in frequent Commission action with respect to
private vocational schools. Obvionsly, not all vocational schools en-
gage in deceptive or unfair practices. Unfortunately, many schools do
engage in questionable practices, some of which have resulted in en-
forcement activity by the Commission. Some of the principal practices
which the Commission has encountered are as follows:

(1) MISREPRESENTATIONS ABOUT DEMAND FUR GRADUATES

Since students take vocational courses to get jobs, many deceptive
practices relate to statements about employer demand for graduates
of the course. While most schools, even the disreputable, now know
that they probably violate the law by guaranteeing employment, it is
not necessary actually to guarantee employment to mislead. Open-
ended statements about industry demand and industry connections;
placement of ads in *help wanted” columns; statements about place-
ments with prestigious companies; and references to atypical place-
ments can also mislead. Schools offering a placement service may also
exaggerate its function or capacity. All OF these variants of demand
representations may be misleading unless they reflect the actual expe-
rience of graduates of the particular school.

(2) OTHER MISREPRESENTATIONS ABOUT THE VALUE OF TRAINING

A school may misrepresent the salaries which its graduates earn or
have the potential for earning; or offer training to prepare students
for fields in which employers prefer to do their own training; or pro-
vide training which employers consider to be of little value; or mis-
represent that a certain level of education is not necessary or helpful
to its graduates in gettin%jobs; or offer training that is not of sufficient

uality to prepare the school’s gradnates to handle the jobs for which
they obtained training; or indicate that its course objectives are one
type of job when in fact those graduates of the school who get jobs
get ones that are less prestigious and with less salary than the stated
course objectives; or misrepresent that its trainin{g is adeqnate to pre-
pare students for employment when, in fact, only actual experience
with the equipment is adequate.

1 Section 5. Federal Trade Commisston Act, 15 U.8.C. § 45(»).
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(3) UNFAIR OR DECEPTIVE SALES PRACTICES

Salespersons may say or imply that they are trained vocational coun-
selors able to give disinterested career advice when this is not, in fact,
the case; or they may misrepresent the school’s enrollinent qualifica-
tions to give the impression that the student is especially well-qualified
or likely to succeed in the ficld for which the school offers training.
Also. a school may use negative selling. that is, make prospective stu-
dents “prove” to the salesperson that they should be admitted to the
school. This practice misleads by implying much stricter enrollment
qualifications than the school may actually have and is also unfair be-
cause 1t disarms the student. decreasing the likelihood that the student
will ask the necessary searching questions about the school and its

program.

(4) MISREPRESENTATIONS ABOUT GOVERNMENT ELIGIBILITY OR
ACCREDITATION

Schools sometimes emphasize as a selling tool that they are eligible
to partici pate under various Government programs. such as the fed-
erally insured student loan program or the education programs for
veterans. Prospective students generally assume that such eligibility
means that the Government has checked the school, found the train-
ing offered to be satisfactory and that graduates of the conrse get
jobs. In fact. cligibility under these programs does not mean that the
Government has checked out the schools, and certainly does not mean
that the student is guaranteed a job. )

The fact of accreditation is also sometimes misrepresented as a sell-
ing tool. A school may say that it is accredited when it turns out its
“accreditation” is from a “dummy’ organization. Even schools accred-
ited by legitimate accrediting agencies may attach exaggerated sig-
nificance to accreditation. Accreditation does not guarantee that a
school has no consumer protection problems. that graduates of every
accredited school will get jobs, or that every school and every program
is the right one f r every student. If the accreditation process had
solved all the consumer protection problems presented by proprietary
schools, there would obviously be no need for us to be here tuday.

(5) UNFAIR REFUND POLICIES

Some schools have refund policies which allow them to retain what
may be disproportionately large and unfair sums when students with-
draw or are academically terminated from the course.

(8) FAILURE TO MAKE ESSENTIAL DISCLOSURES

One further type of deceptive or unfair practice involves the fail-
ure to say something rather than the doing or saying of something
This silence can be quite injurious to the student. The student may as-

1 On May 2. 1972, the Commission adopted a propoged statement of enforcement policy
nn cancellation and refund policles of private schonls, which called for proprietary schools
to adopt what i¢ In esrence a pro rata refund policy.
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sume from the offering of the course that taking the course will lead to
a job. In fact. this may not be the case. Potential students need to re-
celve information from the school about the school's performance in
order to make reasoned choices.

(7) ADVERTISING WITHOUT A REASONABLE BASIS

We believe that it is also unfair and possibly deceptive for a school
to represent either explicitly or implicitly that the demand for its
graduates is great when it does not have relevant placement informa-
tion, that is, a reasonable basis for such claims. Indeed. it is unfair
and deceptive for a school to make any representation or claim in its
advertising for which it does not have a reasonable basis.

The list set forth above is intended to highlight some of the major
problem areas and is by no means all-inclusive. As I stated at the out-
set, the Federal Trade Commission has long devoted a significant por-
tion of its time and resources to remedying these and other deceptive
and unfair practices in the vocational school industry. The Cominis-
sion recently has been engaged in a four-part program designed to in-
crease its effectiveness in this area. The program involves (1) the pro-
mulgation of industry guides: (2) a consumer education campaign;
(3) %iti tion involving restitution: and (4) inicreased efforts at Fed-
eral-Federal and Federal-State cooperation and coordination,

INDUSTRY GUIDES

In May 1972. the Cominisston issued its “Guides for Private Voca-
tional and Home Study Schools.” These guides were an attempt
to let the vocational school industry know what practices utilized by
the industry were, in the Commission’s opinicn, unfair or deceptive
acts or practices. Many of the deceptive or unfair practices outlined
above were proscribed by the guides. In May 1972, the Commission also
promulgated its “Proposed Statement of Enforcement Policy on Can-
cellation and Refund Practices of Private Schools,” referred to above.

CONSUMER EDUCATION CAMPAIGN

In August 1973, the Commission launched its first multimedia con-
sumer education campaign. The purpose of the campaign was to “elp
consumers help themselves by making them wary of potential decep-
tive practices in the vocational school industry. The campaign included
preparation, production and distribution of radio and television spots,
bus posters, and a *“counselor’s kit"” intended for school counselors and
other consumer education nultipliers. A guidebook, which was the
major consumer brochure. used modern and lively graphics and ad-
vertising techniques to get and maintain the prospective student’s in-
terest. Mr. Chairinan, we request that a copy of this brochure be
printed in the record.

[The material referred to follows:]
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Mrs. BervsTrIN, In the 9 months after the inception of the con-
sumer education program. stafl estimates that 94.500 copies of this
brochure have been distributed to the public. The bus posters prepared
by staff were utilized in the buses of 32 major metropolitan areas. The
radio and television spots. which. incidentally, received the endorse-
ment of the advertising council. utilized famous personalities such
as Raymond Burr and Della Reese. told students about the guidebook
and where to get it, and in some instances suggested courses of action
for prospective students to take. Staff estimates that we have received
approximately $6 million of free television and radio advertising since
last August: 69500 copies of the counselors’ kit have also been
distributed,

LITIGATION

In the period since January 1. 1970, the Commission has issued 23
complaints or proposed complaints dealing with the practices of voca-
tional schools where the Commission had reason to believe that a viola-
tion of the Federal Trade Commission Act had occurred. The
Commission’s staff is presently litigating four major cases in the area.
In each of these cases staff has alleged that the institutions involved
have unfairly retained sums obtained from thousands of students
throngh nse of various unfair and deceptive practices: the complaint
in each case seeks to have the institutions involved provide restitution
to students who were subject to the unfuir practices and who were
unable to obtain employment in the iobs for which training was ob-
tained. All of these schools are aceredited. Three of the cases involve
schools of resident training with many locations nationwide: the
fourth involves a large correspondence school. Many other cases are
presently in the proposed complaint stage or are under investigation.
In addition, the Commission has provisionally accepted a consent
agreement from another large correspondence school that would in-
volve payment of restitution to past students in the event that the
agreement is violated. in addition to proscribing various deceptive
practices.

FEDERAL/STATE COOPERATION AND COORDINATION

The Commission has authorized its staff to work informally in a
number of ways to help alleviate the problems in the area. This has
taken the form. among others, of Bureau participation in the Sub-
committee on Consumer Protection in Education of the Federal Inter-
agency Committee on Edueation. Staff has also worked with State
and Federal officials where appropriate with respect to problems in
their separate jurisdictions. The Commission has supported passage
of the Educational Commission of the States’ Model Post Secondary
Educational \uthorization Act, and stated its belief that this legisla-
tion, when combined with romprehensive regulations and an effective
State regulatory body. will be a significant step toward the goal of
preventing or correcting abuses in the vocational school industry.

No one of these steps will by itself solve all of the consunier protec-
tion problems raised by the practices of some members of the voca-
tional school industry. It is still too early for us to make final judg-
ment of the total effectiveness of our vocational school program. The
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guides have been somewhat effeetive although they do not have the
foree of law, Some States and associations have used the guides as the
cornerstone of their own regulations, Our eflorts to evaluate the effec-
tiveness of the consumer education campaign are still not complete,
and its overall effect may inerease over time if the consmner education
multipliers continue to use the materials provided. As to the litigation
compontent. none of the restitution eases has vet heen completed or
decided by the Commission, Staff will also continue to work with other
agencies. i

~Staff is alzo considering that a fifth component be added to the voca-
tional school program—promulgation of a binding trade regulation
rule having the force of law,

While we obviously hope that our vocational school program will
have a significant effect mn eliminating deceptive and unfair prac-
tices from the vocational school industry, T do not believe that it
can solve all problems. Even in the ense of trade regulation rules, its
law enforcement authority comes into play only after the rule has been
violated, Enforcement may require long and complicated litisated
proceedings. We have no authority to deny or suspend eligibility
to participate in government programs, Thus. even when we have pro-
ceedings as to a particular institution, that institution or its stu-
dents may still be eligible to receive, and may continue to receive,
Federal funds.

In short. the funding or approving agencies may often be in a
better position than the Commission is to prevent violations before
thev occur. They are. more specifically, in a position to reduce both
gover. mental and individual losses by suspending eligibility if an
institution is engaging in unfair or deceptive trade practices.

Such action, coupled with continued vigorous and vigilant law
enforcement activity at the Commission. can, in our judgment, go a
long vay toward insuring that the peculiarly high individual and
societnl interests which are at stake in this industry are fully served.

I should add our testimony. todays, represents the views of the
«taff and not that of the Commission or any of the individual
Commnissioners,

T use that disclaimer because we are much freer to answer your
questions and not create problems for the Conmunission,

Thauk von. gentlemen. We are now available to answer questions.

Mr. Hicks. Mr. Pritchard ?

Mr. Pritcirarn. How long has your agency been charged with the
responsibility of ferreting ont improper practices and shortcomings
inthisarea?

Mrs. BernstRIN. We have a very broad statute and it goes back as
far as 1914 in terms of unfair and deceptive practices.

However., T would limit that by saying there was some problem
where it involved consumers in the early vears. hecause the concept
wis that only #competitors” were brotected from unfair or deceptive
vis-n-vis a competitor <o one would have to date it to about 1938 with
the passage of the Wheeler-Lea amendments that we were abie to
protect consuniers directlv agninst unfair acts or_practices as well.

Mr. Prirenarn. From the testimony and the words T get around the
country, vou have not been really getting the job done, have you?t
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Mrs Berasrran, Well, we have heen in the area for a long tine in
terms of attempting to deal with it: however., we are Hmited. There
are cettain Hmitations on our jurisdiction. not the Teast of which, of
conrse, is that we are not a funding crganization. We have acinally
no authority over which schools receive funding from the VA, for
example, or from the Office of Education. to receive an insured loan.

There are those who think that withont the real elont of controlling
funding. we will never be able to get the job done,

Our approach has been to rather move in the direction of disclosures.
primarily. of letting people know where there are jobs in that avea,
for example,

Mr. Prireiann, Tave vou sent up any legislation or did von bring
forth any Ixgislation that would have given vou either more clout or
some type of an answer to this problem?

Mrs. Berxnsrrin, Well, we have not sent a request for legislation
at the moment. We have, however, w.rked with the Education Com-
mission of the States to develop a major picce of model State legisla-
tion which perhaps would deal with sume of these problems in a com-
prehensive way, leaving the guestions of quality of education. for
example. in the States. and working through the States with our ex-
pertise in uafair and deceptive practices,

Mr. Prirenam. You say there has been a model?

Mrs. Bernstras, Yes: there has been.

Mr. Privenaro. When was that?

Mrs. Berssrrax, Newburg-Rinn attended a convention and could
speak to the model legislation which we supported and contributed to.

Mr. Newners-Rixy, The Edneation Commission of the States hast
June adopted maodel State legislation for post<econdary education,
It has been sent to all of the varions State ednention officinls,

T understand it has boen adopted in the State of Montana presentiy :
and is under consideration in the legislature of the State of Washing-
ton. Tennessee has adopted a portion of it. which we have not gotten
a copy of vet. o

We hope and the Commission has taken a position that this legisia-
tion could go a long way toward correcting the abuses, The institutions
are there at the State level and when the States are able to regulate it.
we o not have the resmirees to look after 10.000 schoals,

Mr. Pritenarn, T realize that and T guess what T am gotting around
to. this is not a national disaster but it is certainly a national disgrace.

It has beer going on, particularly the lnst 5 vears, and T gmess T am
sort of searching aromnd for who has been ringing the bell effectivery,
and what has been done with 10,000 schools

It is hard for me to believe that hringing complaints against 25 or
375 is really what was reeded and T guess T am tryving not to hlame von
people for what has happened. but T am trving to find out if yon were
able to do the joh: Wha offered legislation or who stepped forward or
where i it this job was nat done ?

Mrs. Berxstrin, T think for the reasons von stated. for those reasons
we launched what was for us a very massive program in 1972, T sup-

. in addition to Lringing major cases against major schools. which,
in addition to attacking the more conventional kinds of abuses, adver-
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tising abuses. also will require. when they are finally litigated., rostitu-
tion for those students who were ripped off, '

Mr. Privcuarnp. In most of these cases. there is not enongh monev.
the promoters of these things. when vou finally ge. down and vou go
to the corporate entity and you find there is not enongh noaney to pay
off the injured parties? ' '
. Mrs. Berxatrrs. Often that is the case. [lowever, we are also work-
ing toward a requirement for a refund provision. cither throngh the
legislation that was discussed this morning or by varions kinds of
criteria, where a «hool would be required to have a certain kind of
refund program: that would work ahead of time and if vou entered the
school. took two lessons and decided for somie reason or other--mayhe
there were 1ot any jobs—or von were oversold. or for whatever reason.
yon conld get ont from under. get vour money back and not end up
with a kind of nothing paid for by the Federal Goverment for an
education course vou never took.

So. we belicve that a very strict pro rata refund poliey may go a
very long way. if finally adopted. toward correcting very serious
abuses,

Mr. Prrvcriarn. T have no further questions.

Mr. Hivxs. Mre. Bernstein, do you have a portion of your organiza-
tion devoted just to trade schools or vocational schools?

Mrs. Berxarrin. No. rather we are organized along different lines.
Mr. Chairman. We have several divisions and each--not each one of
them—but several of the divisions have a component part of onr total
program. o ]

For example, the division Mr. Newburg-Rinn is in deals with the
national cases that are in litigation. Mr. Badal is in the aivision which
is working on the possibility of a trnde regnlation rule. Mr. Ressing
was in charge of developing and implementing our consumer educa-
tion program which was designed to alert students to potential abuses
or potential problems to help them find the right kind of vocational
training for them. because we tao agree. as you scem to. that gond voea-
tional training can be a very healthy and salutary type of education in
thissociety. if people are not ripped off. )

Mr. Hicks. Does vonr statement sav that there ic about $2.5 hillion
a year involved in this industry?

Mrs. Bernstriy. Yes. )

Mr. Hicks. Now, how many people in the Federal Trade Commiis:
sion are devoted to looking at this?

Mrs. Bernstriy. Ronghly. our projected total of resonrces for fiseal
vear 1975 is 5.9 percent. About $6 million will he spent.

Mr. Newntre-Rivx. We are projecting 5.9 percent of the total
burean and regional offices budget will gpo toward working sn voea-
tional school problems. which is quite a largre commitment of resonrees.

Mr. Hicks. That se: ms to von s veazonable amount considering afl
of the things the Commission has to he involved in?

Mr. Newnenrc-Rixs. We are involved in areas of warranties. We
have the whole gambit of deceptive and anfair practices,

Mrs. Berxsrran. That is 1 major commitment on onr part, con-
sidering the size of the Burcau of Consumer Protection and regional
offices.
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Mr. Hicks. You say there are ronghly 10.000 schools in this field

of endeavor? i

Mrs. BErnsTrIN. That is correct. )

Mr. Hicks. And of that number. do you have any idea what would
be a reasonable sampling that should be looked at? T assume the same
principle applies as in anditing incoine tax returns—you cannot look
at them all, but you have to look at a certain sampling to determine
what is going on in the field.

Would that be a correct analogy !

Mrs. BernsteIN, s a matter of fact. we did have such a program
a conple of vears ago before we launched our major program effort.

Mr. Hicks. Did you go out and pick the schools or did yca just rely
on the complaints that came in to yon?

Mrs. BerxsTEIN. No, we do. of course, look at complaints. but we
have varions other ways of determining size. number of students.
dropout rates. various other kinds of criteria. before proceeding
against a particular school.

Mr. Hicks. The commission and enforccment of orders is one way
to get at this problem but is that the optimum way to get at it? Do
von have anv suggestions as to what kind of a package we ought to
have to try to work out these problems?

Mrs. Brrystris. I do not at all think that is the optimum way. From
our ‘;«:int of view. that would be almost impossible even if we refc a
number of intrastate cases over which we have no jurisdiction to State
agencies or a State or local enforcement ageney., )

That is the very reason why we tried to develop this four or five
prong attack. using the litigation method against the largest schools
which seem to have the broadest national distribution of advertising of
promotional material and seem to be the most attractive to students.
but, in addition, as T say. we have the consuiner edueation program.
which was designed to get to the student before he signed up.

Tn other words. to warn him of potential dangers. They were dis-
tributed to counselors who eame into regular contact with students.

We have the industry giides which were to help the industry police
itself, hopefully, having more of a deterrent effect or impact, We came
ou{_rathor strongly in a policy statement giving a very strong refund
poliev.

In addition. we are stili looking toward the possibility of a trade
ivgtlation rule,

Mr. Iicks. Do vou have any linison with the money-furnishing
agencies of the Federal Government ?

Mrs. BervstrIN, T am sorry: T did not lear.

Mr. Hicks. Do von have any liaison with the money-furnishing
agencies? Tt sees to me they are the anes that can implement this
money back or refund program and that sort of thing.

Mrs. Bervereiry, May T ask Mr. Newbnrg-Rinn who has been verv
actively involved with those agencics to answer that question? '

Mr, Newnvre-Rivy. We participate in the Subcommittee on Con-
sumer Protection of Edueation. We have been working with that
committee in an attempt to help buttress the whole Federal
Fstablishment.,
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We do believe that the funding or approving agencies are in a
better position than we are to prevent the abuses before they ocenr.
We can only come in after the fact, even if we have a trade regulation
rule. Enforcement of it conld require long and complicated litigation,
We cannot suspend eligibility for participation in the Federal
programns.

Mr. Hiers, Cananybody suspend it 2

Mr. Newstre Rixy, I think the funding and acerediting ageneres
have some power in that way. I think some of the legislation that is
being conzidered will give them more power.,

Mr. Hicks, How persuasive ure you with these Federal agencies?

Mr. Newsvre-Rins. T think the other Federal agencies are now
realizing there is a much greater problem than they first realized and
are workingin that direction,

Mr Hreks. Mr. Graham ?

Mr. Gramay [Tave vou met with these agencies? We heard there is
an interagency group that meets infrequently.

Mr. Newstre-Rixy, The entire agency group has sometimes met-
frequently and sometimes met infrequently.

Presently, we are working on a set of recommendations.

Mr Granu We beard eases where the FTC forod w deceptive
practice in schouls and yet the VA will continue to fand students to
go to those schools, )

Does not that seen an unusual practice ?

Mr. Newstre-Rin vy, Weare disturbed by that,

All of the cases in litigation are institutions continuing to receive
eligibility in the various other Federal programs.

Mr. Granay. Could not you inform the VA that yon found a par-
ticular practice at a pacticutar school?

Mr. NEwstra-Rixy, We regularly do inform the sister agencies.

Mrs. BerxstrIN. Not only Federal agencies but we notify State
agencies as well when we have promulgated an order against a par-
ticular school or have issued a complaint to that matter,

Mr. Granay, Do vou have any listing of the number of complaints
vou have forwarded tothe VA {

Mrs. Bernstrin, We could provide such a listing to the committee.,

M, Newnene-Riny, We do not get that many complaint letters.
People do not really know the FTC isthe place to write,

Mr. Granay, Do you have some documentation when you have
found a deceptive practice and forwarded that information by letter to
an agency !

Mr, Newsvre-Rina. T have forwarding letters when I send the
things over to the Office of Education such as when we recently issued
a complaint or a proposed consent was issued in one case and I sent it
over tothe Office of Kdueation,

Mr. Gratnay, One of the nroblems has been, even the acerediting
ageneies mentioned this to us. that the FT(C is no longer even seniling
conmiplaints to the acerediting agencres and those acerediting agencies.
whieh do respond to complaints, have said they do not know which
complaints to respond to or they cannot respond to complaints hecause
the FT(" isnot forwarding.
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Mr. Leyan. Let me put it this way. Let's say of 100 complaint let-
ters that the FTC receives about proprietary sehools. what percentage
would you forward to the Office of Education, to the Veterans' Admin-
istration, to the accrediting agency, and to the State that has licensed
the school? ) )

Mr. Grasiaye. It seems to us that wonld be the essential, otherwise
vou wonld be operating in a vacuum, If acerediting agencies and Fed-
eral agencies are to be helped by your action, they must know what
you are doing.

Mr. Losax, Do vou receive copies of complaint letters that have
been made to the Veterans' Administration or the Office of Education?

Mrs. Berxsters. As far as I know, we do not.

Mr. Babar. We have a regular—now. it is the position of the VA
that thev do not receive all veteran complaint letters but rather many
gro to the regional offices first so the overwhelming majority of the let-
ters never reach us, but for the past 6 months, I have received every
letter they have received.

Mr. T.earax. Is it their position that the man in Washington does
not have the power to ask the regional office to forward it to him?

Mr. Banar. T have never spoken to them ahout that but he told me
that the letters that come to the VA regional office. he does not regu-
larly receive.
~ Mr. Granvv. What is the relationship between the VA and FTC,
insofar as exchanging information of proprietary schools?

Mr. Fox. T can respond to that question.

Norually. what the procedure is. if a regional office receives a com-
pinint from a consumer, it is forwarded to the headquarters where we
do have ihe Burean of Information which. it is my belief, forwards
this niformation to the respective agencies.

T also know that in our office there is a connsel for Federal-State
cooperation who routinely forwards all public issnances to the VA
State-approved agencies: so any public information, any issuance by
the Commission. any complaints issued by the Commission are
rontinely forwarded. X

Mr. Gramax. You are talking about the comj laints issued by the
Conmission/ Formal complaints?

Let’s tuke a letter, If T am from State “X” and I entered such-and-
<uich a proprietary school and I am very unhappy because the sales-
man told me this and that it isnot true.

Suppose I write to the regional office. What does the office do with
that # Does it send it back here? What is the policy?

Mr. Fox. A copy of the letter is sent to the headquarters office and
I eannot answer definitivelv. T believe it is forwarded to the respeetive
VA offices. T will gladly inguire and have that in writing and respond
to that question.

Mr. Gratr v, Let me put a general question to you.

The Federal Government sees this problem and it affects a ot of
agencies. Speaking for the FTC. are you generally satisfied with the
amount of cooperntion presently existing among the Federal agencies ?

Mrs. BerNsreix, It is a very new kind of experience for us, I think in
the sense of our really devoting time and effort and personnel to that
specifically. I think we felt that it had not been done sufficiently up
until very recently.
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As Isaid. we are very new at it. We have not had a chance to fully
evalnate it and I think the straight answer isthat we need to do more of
it. as do the other Federal agencies. )

Mr. Gramay. Would vou agree that such cooperation is very ine-
portant, particularly in an avea like thisone?

Mrs. BErysTrIN, Absolutely. I think it is essential.

Mr. Prirenarp. Mr. Graham, may Task a question?

We have had this situation going on to some degree ever since
World War I1, as far as I can remember.

Mis. Berxstrix. 1 eannot remember back that far. Mr. Pritchard.

Mr. Prirciagp. Being older and a World War IT man. Tknow abont
these things. ]

In some of these cases undoubtedly there is fraud. Anybody in jail
today or in prison hecause of this?

Mrs. BerxsteIN, Not under the FTC Act becanse we do not have
any such authority to put anybody in jail. There may he State
authority : certainly there are local and State criminal fraud statutes
to which these people would be subject. T do not happen to know
whether anybody is in jail. I bet they are running correspondence
courses out of the jails if they are.

Mr. Luvay., Mr. Pritchard, the witness scheduled for tomorrow told
me the only State that makes this a felony is the State of Indiana.

Mr. NEwstrG-Rix v, Some of the States that have adopred the “Little
FTC Act™ have put in criminal sanctions, and schools wonld be subject
to these sanctions,

Mr. Pritenarn. Tf you are going to stop something, and you are not
able to check every organization, the only other way is if vou hang a
couple of people when they get oni of line. That is enforcement and
there is ne better way to do it and if noone isin jail or in prison today,
then you have a lot of people getting away with a lot of bad stuff.

Mrs. Bernsrein. I think vou are right and one of the things we have
been looking for is something comparable to hanging from our point
of view.

Weo do not have a criminal sanction. We view restitution as an
extraordinary remedy from the point of view of the Federal Trade
Commission, because it goes a lot beyond: it is more than stop doing
what yon are doing: stop making exaggerated advertising claims.

Mr. Prrreizaiw. The worst that can happen is that he goes bankrupt
and a year later he isstill eating steaks. )

Mrs. Berssrrin. Under a restitution order, where he has to give
money to people, if he does go back into business, it will make a dif-
ference, we believe.

Mr. Lryax. You mentioned in your statement that the FTC staff
is considering promulgation of trade regulation rules having the effect
of law, which your guidelines do not. _

Will you give me an example of a trade regulation rule in anotier
industry ¢

Mrs. Berxsrriy, My very favorite one, which is unrelated to this,
but one from which we have had enormons response from consumners,
is the care labeling of textile wearing apparel, in which the Federal
Trade Commission required manufacturers to permanently label gar-
ments with proper care instructions.
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Most people do not ¢ven know it came from the FTC but we get more
congratulatory letters about whoever did that. really did something
for consumers than any other. We require them to place that informa-
tion on a permanent label for the first time. X

Mr. Luyan. If we were to take this example over to the vocational
proprietary school. could you require, under a TRR, that the school
disclose their completion ratio and their placement ratio?

Mrs. BernsTEIN. Yes.

Mr. Lrman. Could you adopt some of the guides you have already
promulgated into the rule, let’s say as to the refund policy?

Mrs. BErxsTrIN. I beliave we could, ves, I believe we have authority
to do that and presuming we would have an adequate evidence upon
which to base it, we could.

Mr. Luyax. We have had a problem for some time in this area. The
TRR concept is relatively new, Why do not we already have some of
the disclosure requirements which would presumably help the student
to select the school ? ‘

Mrs Brrxstein The staff of the Commission iz working toward
those things. In fact, us you know. I am sure, the trade regulation con-
cept, having the force of law, was until very recently under a judicial
cloud. It was recently lifted by the decision of the court of appeals. and
certiorari has been denied by the Supreme Court, and in some way,
th'.]xt has prevented us from promulgating certain trade regulation
rules.

Mr. Lesax, If the elond is lifted, we may sec some of the proprie-
tary schoois moving into the sunshine.

Mrs. BernstrIN. I think that is a nice way of puiting it.

Mr. Newsrra-Rixs. In our guides. the guide tended toward dis-
closure and that indicated to industry what we thought they should
be doing. Part of that guide said to disclose all other material facts
concerning the school. those factors likely to affect the student to
enroll inthis.

We had hoped this would mean a great deal more in practice and
that is one of the reasons we are looking at it from the standpoint of
therule. ) '

Mrs. BerxstrIN, Sometimes guides will do it. Sometimes an indus.
try will say, "Tell us what you want and we will do it,” and we promul-
gate guides which are very quick and it does the job. Other times, it
does not, )

Mr. Leyan. You promulgated a guide on May 2. 1972, on a refund
policy statement.

What has been the impact of that guide?

Mrs. BernsteIN. T do not know specifically.

Do von know what the impact of the refund is? Do you know. Bob?
~ Mr. B, That is a statement of proposed enforcement policy. It
is somewhat less than a guide.

Mr. Luwyias, What has it done?

Mr. Banan. Without having done any kind of a sampling of this. I
cannot tell vou for sure. We know the acerediting organizations have
their own refund policies which are different from that proposed in
the guide.
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We know some statutes have guides which are different from that in
that poliey so from that point of view, T would say there has not
been a tremendons rush to adopt that proposed staten:ent as a uniform
refund poliey of proprietary schools,

Mr. Lueyax, Has there heen a rush to adopt the gnides in general?

Mr. Newnt re-Rixn, A couple of States have used the guides as a
basis for their own regulations. Several of the acerediting associations
adopted parts or all of the guides for their own schools but that has
not corrected the problemns,

It corrected some of the problems but not all of them,

Mr. Lryax. Your jurisdietion 1s over profitmaking schools?

M. Newnvre-Riny, Yes,

Mr. Luyan, Fassume yon could bring most of the proprietry schools
under vonr jurisdiction becanse they ave engaged in interstate
commerce ? ’

Mr. Newstre-Rivy, T think that is a correct assumption.

Mr. Lumn. Then we will have an ineqnuity if vou do put ont a TRR
and say the vocztional school mmst disclose completion. placement. et
cetera. in that this wonld be binding only on the profitmaking school.

Could not you argne that the protection onght to be for the studeat.
no matter what kind of institution he attends? )

A student going to a junios college would not have this kind of in-
formation. necessarily.

Myrs. BerxstrIN. T suppose you could argne that and make a pretty
zood argument. particnlarly now with the more recent events of what
has happened. .

I think we simply do not have the jurisdiction to do it that way.

Mr. Luyas. What do yon think would be vonr persuasive powers
with public education institutions? )

Mr. Newnrre Rivy. Insome instances. where we have had partien-
lar practices, talking to the institutions will help to change their ad-
vertising. but it is simply talking, we have no stick to hold over them.

Mr. Loyvay. But some do respond in talking to them?

Mr. Newnvre-Rinx. Yes,

Mrs. Berxstran. I think we ean be fairly persuasive and as the
liaisons continue to grow. and T think we have grown, and we are
talking to more institutions than ever before, we might he able to
persnade them to adopt whatever we adopt as final policies. T would
hope =0 anyway. )

M. Loy, Can von aet, short of going to court. in the advertising
aren!

For example. I think evervone has seen some proprietary school ads
at one time or other that seem to snggest things that are a little bit
nnlikely.

If vou noticed one of these. do vou call the school: do yon get a re-
action or mnst you wait until yon go to court ?

Mrs. Brrxstrin, There are a munber of different procedures which
we have in the advertising area. We can proceed informally, I do not
know how many tunes in which we have—we now have new, as yon
know. injunctive power, to enjoin advertising under certain cireum-
stances, in which we would not have had previously, That is very new
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under the Pipeline Aete and I do not kiow if it has been used in a
vocational school case or not. It 1s very. very recent.

We also have, in fairly inforial precedures. for consent agreements
to cease and desist from the advertising which can go fairly quickly.

Mr, Loy, You work with the acerediting association for propri-
etary ~chools?

M. Newsvre-Rinn. To some oxtent, we do. We see their vole as
somewlhat different than ours. We oceasionally refer complaints to
then.

Mr, Lvanas, For example now.if you read their acerediting stand-
ards on advertising. they read pretty well. at least the ones I have
read. You will not be misled and so on. Sometimes they are more
stringent than the ones yvou put out, } )

If you find a school that in vour opinion is vielating these strictures,
Your own, the association’s. or both, would it not make sense to call the
~chool ay well? ]

Mr. Newnvre-Rin~. You have an inunense problem here. We have
in our mind quite a number of schools, to take one example. making
demand representations, this they probably cannot support.

I mean the whole object of advertising in this area tends to focus
around getting a job and when a small percentage get jobs or just a
small percentage have those people who enrolled get jobs because they
drop out, we question whether or not the school has made a truthful
repiesentation. ) )

I think it would take all of the staff of the Commission. full time, to
start contaeting each of the schools every time we saw an ad, it would
be diffieult, i

Mr. Prrrcirarn. You could not really monitor all of the advertising?

Mr. Newnvre-Rixy. We certainly could not,

Mr. Prrrenarn. And there is no procedure and there could not be
any procedure for thein to send the advertising to anybody and have it
checked, Ten thousand schools, it is difficult. )

Mr. Levax T am talking about when the Commission knows of that
advertising, and they sometimes do. T say why not go to the association,
which has a stringent standard. and say to them : “Now look, this school
is adverticing that you can earn a high pay in such and such job, and
vou cannot. We know it and you know it. How about doing something
ahout 1t 4™

I worder if the acerediting associations share vour views and what
kind of velationship vou have with them?

Mr. Yewstre-Rinx, T do not think the sitnation is quite as black
and white as that. There arve a few areas you could. say, for example.
absolutely no one gets a job in that area.

In many eases. it depends on the school’s own performance and until
we get into an investigation and subpena the school's records to find
out, we do not have an absolute answer,

We see ads that say, “Train forsneh and such : thousands of jobs ave
now open.” Tt looks bad to ns bt we eannot say for sure whether the
graduates of that school get the jobs or do not get the jobs, until we
have gone wmuch further downthe line,

Mr. Granaym. Could you not send some kind of informal letter to the
accrediting ageney, saving we do not know anything about this but we
are worried about it.

ERIC
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Are you worried about it?

Mrs. Berxstriy. Without speaking for acerediting agencies, because
I know they are going to testify before von also. I do know they do
claim to be doing some of their own policing, and we would encourage
that as we always encourage self-regnlations of advertising, particu-
larly, because this is not indigenous to vocational schools, We face it
constantly hecause we have enormous jurisdiction over false. mislend-
ing advertising over all consumer products, and we do encourage self-
regulations, and I would hope we would do in this area as well.

Mr. Granax. On this consumer education, is this your primary
literature I have here? )

Mr. NewBrre-Riny. Yes. :

Mr. Grataw, Is this given to each VA student who gets a VA
sti{wnd to attend vocational school ?

Mr. Ressixg. When we started the program. the VA requested from
the Government Printing Office 5.000 of these guide books, 100.000 of
the smaller edition, and 100,000 of a card and they distributed those
througk their regional offices,

Mr. Grataym. But is this given to a VA student who applies for a
stipend to go to vocational school ?

Mr. Rrssing. Not at the present.
| Ms. Grinaw. Is this given to anyone who ¢ ,plies for a student

oan ¢

Mr. Resstva. No. it jsnot.

Mr. Gramay. Do you think you could work with OE. as part of
the literature that is sent out. that is, the FTC literature?

Mr. Ressing. We have had discussions in this very area and. as you
know, Federal agencies always operate under a budgetary limitation
and every time this tvpe of proposal was mentioned, the cost consid-
erations came first., _

I feel that everv student who is considering a vocational education
through the high schools would be given this type of guideline. In the
real world. funds do not permit that.

Mr. Lraax. Have you ever thought of putting one in the post
offices ? .

Mr. RessiNa. Yes: cost considerations prohibit it.

Mr. Leaay, Could the post office sell it for you?

Mr. RessiNa. No, the Government Printing Office is very careful
about who ¢z sell the prblications.

Mr. Luesas, The post offices could put up a card on how to order
from GPO?

Mr. RessiNag, If they wanted to.

Mr. Lusax, This costs 40 cents by mail ?

Mr. Ressing, Yes. ) .

Mr. Pritcitarn. This is a pretty expensive book. The graphics are
well done but it is 24 pages and it is of considerable weight. Some of
the real crux of this could be boiled down. You said you had a smaller
one?

Mr. Ressine. We do have, .

Mr. Pritcinarn. You could also have a single sheet ot paper which
is some type of filler that could go in with the return anlicatiqn, that
you could print out in large amounts. for 10.000 of these, which are
(uite expensive, the trade-off there is very small.

ng
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I would expect you—do you send these to high school counselors?

Mr. Newsera-Riny. Yes; we did. It was sent to the high school
counselors requesting them to use that information to counsel students.

On the point about the small buyer’s guide, we have disseminated
close to 820,000 of these buyer's guides, whereas we have only dis-
seminated about 94.000 of the big guide book.

The reason that the guide book is 24 pages and is illustrated is to
capture the attention.

Mr. Prircuaro. This you have to send to opinion leaders, high
schonl counselors’ organizations. media people, to get their attention,
and there is no reason to have the students read that if you cannot put
it out in a mail.

Have you ever discussed with the Office of Education putting out.
this vellow sheet

Mr. Ressiva. Yes, we formally discussed it.

Mr. Prircrano. What did they say!?

Mr. RessinG. At the time. it was not feasible.

Mr. Prircnaio. Why?

Mr. Ressiva. Cost considerations: I believe reaching the student
after he had already applied for the loan meant he had already signed
up.

Mr. Pritenarn. We thank you people for coming.

1 would just say that something is haywire because we have had a
national disgrace here and we really have not been able to do the job.
T guess there is blame enough for everyone.

Thank von for coming here.

Mrs. BernsteIn. Thank vou for having us. and we will continue to
work and, hopefully. work with this committee and any other Govern-
ment agency which can be helpful to us.

Tt is a very high priority area for us and we are not through.

Mr. Pritciarp. You are dealing with people at a very crucial time
in their life and also a segment of people in which this is just essential-
if they are poing to take this step of effort. personal effort. in raising
themselves up and T cannot think of anything worse than getting
ripped off at that very moment when there is enough cynicism in the
age of many people in the early twentics and late teens.

Mrs. BervsTEIN. Theyv are very vulnerable at that age and more 8o
than most consumers. I think.

Mr. Priteuarn. We will be getting back te you people. We may
have some more questions. )

Mr. Hicks. Our next witness is Dr. Harold Orlans. senior research
associate, National Academy of Public Administration Foundation.

STATEMENT OF DR. EAROLD ORLANS, SENIOR RESEARCH ASSO-
CIATE, NATIONAL ACADEMY OF PUBLIC ADMINISTRATION
FOUNDATION

Dr. Orraxs. In response to this subcommittee’s request, T will try
to review briefly the background and scope of the Government's in-
volvement with proprietary schools. some of the resultant problems,
and measures which might reduce them, Before doing so, I would like
to stress four points:
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FOUR POINTS

1. We kn.w preposterously little about proprietary schools. Whole
libraries, journals, associations, departments. commissions. founda-
tions, and institutes are devoted to improving our knowledge of ele-
mentary, secondary. and higher education, but almost none to proprie-
tary educaiion. We do not even know exactly how many ‘)roprietary
schools there are, or have a reliable, current, and comprehensive list
of their names. The Office of Education and the Department of Labor
have done less than they should, the Veternns' Administration still
less, and the Social Security .\dministration almost nothing to remedy
thissituation. )

2. We do not know the proportion of proprictary schools which
indulge in deceptive advertising and recruiting, inequitable refunds,
and uninstructive instruction. In a recent survey, three of the five
agencies accrediting, in toto. some 1.630 proprietary schools, stated
that misrepresentations in advertising, recrniting, and job placement
were a sighificant probleni at none, and the other two, at perhaps 5-10
percent, of their schools.

As accrediting agencies seldom trumpet the weaknesses and derelic-
tions of their schools, the latter figure might prudently be taken as a
conservative estimate of the incidence of deception and malpractice
among all properietry schools (unaccredited as well as accredited).
But an advertisement that can deceive a naive student may not mis-
lead a sophisticated one: and, in the absence of an objective study by
disinterested persons, we simply do not know the incidence of fair and
unfair, honest and deceptive promotional and educational practices
among proprietary schools. )

3. Malpractice and sharp practice is not confined to proprietary
schools. .\ shortfall of students. jeopardizing the jobs of many profes-
sors and administrators. has led increasing nmnbers of colleges and
umversities to adopt aggressive merchandizing methods utterly inap-
propriate for public and nonprofit institutions and to water their
educational stock in countless ways that demean the standards and
damage the integrity of higher education. Misrepresentation in cata-
logs und advertising is widespread: the average college is less con-
cerned about tuition refunds and job placement than the average pro-
prietai v school. The Carnegie Commission on Higher Education noted
that many States impose upon proprietary schools standards of fiscal
responsibility and honesty In advertising and soliciting that may well
be more stringent than anything required of colleges and universities,

I might say that in Ohio. James Norton, the chairman of the State
board of regents. recently circulated for information purposes to all
colleges a copy of the advertising guidelines of the National Associ-
ation of Trade and Technical Schools. He thought it might be educa-
tional. That practice might be followed in other States.

4. Last. and most important. if disagreeable to those people—and
Congressmen—who want to rectify educational abuses by clear and
direct measures : There is. T believe, no clear and simple way to elimi-
nate educational malpractice in cither the vocational or academic
sector. I will suggest several measures that may be helpful but no
single measure will suffice and all measures. together. may fail. Be-
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canse. in the final sense. we are dealing with the standards not only of
edueational and business enterprises but of onr fellow Americans, We
ean legislate and regulate as much as we like, aud much legislation and
regulation is needed. but we cannot legislate worality, The school
ow ers and students who waut to evade a regulation will find a way to
do so. and weak-kueed Govermuent officials will iet them get away
with it. It may be that. in foresaking the Senate for the church.
Harold Hughes is taking a more direct approach to the fundamental
problems of our society.

Feperyt. A TO PrOrRIETARY Sctioor, STUDENTS

A pile of mouey. like a pile of compost, can nourish a lot of worms.
That happened when the GI bill provided some 81435 billion for the
eduecation of World War I1 veterans: and it has happened again
during the last decade when over $23 billion in student aid has been
provided under varions Federal programs—some 810 billion for vet-
erans. S8 billion in federally insured student laans. perhaps 85 hil-
lion in social security trust funds to student beneficiaries. possibly $3
billion in Federal contributions for rehabilitation and manpower
training. and vet more money for fellowships in scientific, health, and
other fields.

Only 29 percent—2.2 million—of the 7.8 million veterans who re-
ceived educational benefits under the first GT bill attended college
fullvy 71 percent—23i.5 million—attended vocational or secondary
schools or recetved training on-the-job and farm. From 1944-49, at
least 9.000 and probahly over 13.000 proprietary schools participated
in the training of veterauns. Schools proliferated to sponge up the G
funds while State approving agencies strugeled to disqualify
malefactors. During sne 2-vear periad. some 5200 schools (not all
proprietary) were disqualified.

As a majority of the better educated veterans of the Korean and
Vietnam wars attended college-level institutions, the j,roportion at
proprietary schools evidently declined. In April 1973, 28 percent
(364.000) of the 1.3 million veteran enrollees were at proprietary
schools. Over a full year. the number was greater—about 535.000 in
1972: however. they received less than 18 pereent—S&305 million—of the
£1.7 hillion outlavs for all enrollees since many enrolled part time—
especially in correspondence courses—or for shorter periods than
college students. The number of proprietary schools approved for
veterans has also declined from 9.000 in 1949 to perhaps 5.000 to
7.000—no more precise figure is available—in 1973,

The declining esteem and rvising cost of higher education and the
falling market for college graduates have given a new impetus to
vocational education. Under 1965 legislation. accredited proprietary
schools became eligible for federallv insured student loans.

Manv moved rapidly and. in not a few cases. unserupulouslv to
exploit this risk-free capital. often advanced by banks before students
had actually enrolled. Tn 1973, three large correspondence schools
accounted for over 200 million or some 13 pereent of all insured loan
funds. Of the 7700 domestic postsecondary institutions whose stu-
dents werve eligible for insured loaus in 1972, nnder 2000 were proprie-
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tary. compared to 5000 to Y400 proprietary schools approved for
veterans, One common estimate puts the total number of proprietary
schools at 10.000, but there may be niore or less, sinee they multiply
and die readily. in accordance with definitions and market conditions,
The main reason is that, with temporary exceptions, only aceredited
schools are eligible for the insured loan program. whereas conrses at
unaceredited schools can be approved for veterans as well as for
manpower training programs and social security student beneficiaries.

MAJOR PROBLEMS

This restriction has not eliminated malpractice. because accredita-
tion is an unreliable indication of a school's probity and quality; ror
has it substantially reduced the volnme of loans at proprietary schools,
because the largest schools are usually accredited. As of 1972, 31 per-
cent of the cumulative loan volume ‘went to proprietary school stu-
dents, who were responsible for 75 percent of loan default claims.

High default rates, which have also arisen at certain colleges and
junior colleges with many poor and minority group students, can re-
flect financial irresponsibility, poverty, or both, The default rate at
some proprietary schools has undoubtedly been aggravated Ly their
failure to give prompt and fair tuition refunds and by student griev-
ances at false promtses and bad edueation. The principal abuses of
such schools include misrepresentations in advertising and in the
claims of high-pressure conmissioned salesnien: the admission of all
paying applicants, regardless of ability: inequitable, or no. refunds;
poor physteal conditions and equipment : poor or useless instruetion
by unqualified or frequently ehanging staff: inadequate recordkeep-
ing: and poor or nonexistent placement services, Unethieal proprie-
tors prey on the weak and downtrodden—some recruiters have gone
systematically through housing projects, stum high s*he s, and mili-
tary bases—stirring the hope of simple and gullible peop.e for glam-
orous jobs they will never get. Some proprietors are modern snake-oil
salesmen, who, cornered by the law, decanip to another State and hawk
their oil again. Others are smooth corporate men who tack carefully
around every law and regulation, which they know better than the
Ten Commandments. Same like the operators of diploma mills, corre-
spondence schools whidl uifer Heathkit and color TV sets as inst rue-
tional materials, or trade schools which countenance nonattendance,
work in collusion with mock students to defrand and abuse the public,

MEASURES TO DEAL WITH TilE PROBLEMS

How can such abuses be curtailed without doing injnry to the many
honest technical, business, and correspoudence schools which provide
effective, important, and often unique vocational training to millions?
No single or several measures will suceeed: abuses which have long
persisted wili not shortly be eradicated. The market for shoddy edu-
cation, like that for cheap toys, grade B movies, and pulp fiction, is too
vast for buyers and sellers not to meet and transact their business
openly or covertly, in every city and post office, every occupation and
profession. Nonetheless, a variety of measures ean be suggested which,

A
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it adopted and persistently enforced, should reduce the incidence of
malpractice. They are listed in no special order.

[here has been over §25 billion in student aid in the last 10 years, of
which perhaps 20 to 30 percent has gone to students at proprietary
schools, That is a lot of money, and enough to create these problems.

Mr. Hicxs. Could 1 interrupt just a nioment ! What was the experi-
ence that the Federal Government had with World War II?

Dr. Onraxs. Appalling. Ther were long hearings, longer I believe

those you are planning to hold, and various measures were taken,
such as the strengthening of regulations, and the move toward the use
of accreditation as a basis of eligibility. The State agencies disqualified
mmny schools: On one estimate, in a 2-year period, over 5,000

Those were not only proprietary, but we may assume many of *

hinds mot a stable popl

is is not a stable population of 10,000 proprietary schools. What-
ever may be good or bad about the universit!i)es,pthe larger an organiza-
tion, the more stable it tends to be. The other schools—the small ones *
with 5 or 100 or 10 students. or 5 and 1 teacher, or the half-time
teacher—they come and fo They go where the money is. You stamp
them out in one State, and they will reappear in another.

You really have two orders of problem: How to deal w.." the large
and unscrupulous school, often with a great deal of moncy tchind it,
but recogmuble, substantial capitzl, and substantial money for law-
yers; and then the very small schoo! at the other end of the scale, that
1s even hard to locate before the, have made what they want to make
snd have gone away.

_ Accrediting agencies should act more vigorously to discipline offend-
ing members and publicly to report those which have breached their
standards, been placed on probation, or dropped from membership.
The agencies assert that they are not policing bodies but voluntary
agencies trying by mutual effort to maintain and raise school stand-
ards, and that to identify derelict members would be counterproduc-
tive, unfair to a schoo! which is mending its ways, and might expose
the agencies to suit for damages. However, they could be protected
from suit by legislation requiring such disclosure as a condition of
employing accreditation to estabiish eligibility for Federal programs,
They have not sought such legislation. As it ctands, the rotten apples
in the barrel prevent accreditation fromn reliably attesting to the
probity and quality of a school. .

A further charge may be made against the agencies, that they cannot
have it both ways, If they are unwilling to make the type of disclosure
that would provide the public with fuller information, if they cannot
do that, then they should not claim that they are doing it. They should .
not claim that accreditation stands for more than it does.

Much should be done to improve the information of students and
counselors about the quality and performance of proprietary schools.

1 gather that was (rue in the Riverside University case, the one that
the Congressman referred to enrlier. The actions of the Western Asso-
ciation in three times refusing the school’s application for accredita-
tion were not commun ated to the other agency (the Accrediting
Commission for Busi-  Schools) that had accredited it.

A
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The Newman Coruittee of the Department of Health, Education,
and Welfare has sur: .=sted that the disclosure of such information as
a school’s dropout, defr 1lt. and job placemient rates be required for
participation in Federal programs. {, useful step has been taken in
Ohio. where the forms submitted by schools anmu“y in renewing their
license have been reproduced. honmd into a convenient volume, and
widely distributed to counselors and the public. Such a measure pro-
vides more detailed and useful information than the mere fact of ac-
creditation. and cnables each school’s claims to be checked by local
citizens. graduates. and rival schools. The provision of better infor-
mation about postsecondary institutions, oviented to the needs of
students, has been recommended in a study conducted for the Office of
Education by the Brookings Institution and the National Academy of
Public Administration Foundation: a similar reconimendation was
made by the March 1974 Denver Conference on Conswihier Protection
in Postsecondary Education.

Information about the eligibility or ineligibility of a school for
various Federal and State progranis, FTC cease and desist orders,
restrictions imposed by courts or State officials. and accrediting agency
actions should e more fully and widely exchanged. At present, the
Office of Education is not systematically informed about the sctions
of State licensing or veterans approving agencies. and one accrediting
agency may not know how another has acted. An information exchange
among State and Federal agencies should be established, operated,
perhaps by the Edncatior Commission of the States and the gsedenl
Interagency Committee on Education. A comparable exchange among
private accrediting agrencies conld usefully ge initiated by the new
Council on Postsecondary Accrediting,

The exclusive reliance which the law now places upon accreditation
as the only means by which proprietary schools can beconie eligible
for insured student loans shonld be modified and an alternative means
of eligibility provided for useful but unaccredited schools. The agen-
cies accrediting proprietary schools now exercise & monopolistic con-
trol over access to this important program. That is intrinsically un-
fair. denying good unaccredited schools the right to public benefits
and offering them no alternative way—such as unaccredited colleges
are offered—to qualify for insured loans. It reduces the independence
of accrediting agencies by making them de facto agents of the Gov-
ernment and reduces the ability of the Government to protect the
public against educational fraud. Once an accrediting agency has been
recognized by the Commissioner of Education and its schools have
thereby been rendered eligible for Federal programs, the Govern-
ment und the agen ¥ are linked in an nncomfortable, dangerous bond-
age. The agency can no longer accredit solely in terms of its eduen-
tional and business s:andards. because the money which flows from
acereditation is too important to be ignored. And the Commissioner
has never withdrawn recognition from an acerediting agency. no
matter how slovenly its performance, because he has no alternative
means to maintain the eligibility of worthy schools.

Regardless of how schools are rendered eligible for Federal pro-
grams—by accreditation. State approval, or a third procedure such as
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approval by a special private agency created for this purpose—it is
foolhardy for a Government agency to rely solely upon acereditation
to render a school eligible or te withdraw its eligibility, No matter
how admirable and effective an accrediting agency may be. its pur-
poses and interests differ from those of the Government. Relying upon
accrediting agencies to enforce Government policies is an abdication
of the Government's direct responsibility to protect the public interest.
If misleading advertising serves to exploit students. it shonld be made
grounds for suspending a school's eligibility.

That need not be done through direct Federal intervention, which
would be inordinatelv difficult to manage. but it conld be done throngh
the State agencies that have the responsibility for monitoring this.

If tuition refunds protect a stndent’s rights and the public’s funds.
they should become a condition of eligihility: and if schools violate
the objectives of a Government program. they should be disqualified
from participating in it.

We have the problem of getting the school in. but we also have the
problem of getting the school out. For 2 years now, the Office of Edu-
cation has had power which it requested under the 1972 eduncation
amendments to vemove some of these rotten apples. Tt has not even
issied regulations to implement this power, When the OFE representa-
tives appear here in a few days. T would be interested to learn how it
is that for 2 vears they have been nunable to do anything about a power
which they themselves have requested.

Inexplicably, the Office of Edneation has failed to expel delinquent
schools from the insured loan program. which has become a monument
to administrative immobility.

Toan insnrance should be provided to protect students in event of
school bankruptey or fraud. At present. the insured student loan pro-
gram protects the banks and lending institutions but not the students.

The interests of students are best defined and served by students
themselves. A vigorons student arm of an independent consumer pro-
tection agency would provide a useful counterweight to the heavy in-
flnence of educational administrators upon Government policy.

The licensing. regulation, and inspection of proprietary schools
shonld be strengthened ; Texas and Ohio afford examples of the direc-
tion in which other States shonld move, )

An expanded program of high school connseling would also be help-
ful. T believe this has heen mentioned by the Federal Trade Commis-
sion witnesses. The Veterans' Administration has provided expanded
counseling services and now requires counseline before enrollment in
correspondence courses. Similar counseline might be required for stu-
dents proposing to attend schools with high dropont and default rates.

Tn conclusion: Students have received vast sums—over %25 billion
in the last 10 vears—from Federal programs to heln finance their edu-
cation. But this aid has not been accompanied by adeanate information
to help them choose schools wisely or by adequate measures to protect
them. insofar as pessible. from wasting their time and money. Meas-
ures that should help to achieve these geals have heen suggested.

Thank vou very much.

Mr. Hicks. Thank vou. Dr. Orlans.

We will now hear from Dr. George E. Arnstein.
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STATEMENT OF DR. GEORGE E. ARNSTEIN, EXECUTIVE DIRECTOR,
NATIONAL ADVISORY COUNCIL ON EDUCATION PROFESSIONS
DEVELOPMENT

Dr. Ar~steIN. Thank you, Mr. Chairman, and members of the com-
mittee, for inviting me te testify during these hearings on problems
and remedies in proprietary edneation, My vie's are my own and
should not be attributed to my employers, past or present, even thongh
much of the information presented here was collected during the pe-
riod when I was a participant in the Brookings/NAPA study on
“Private Accreditation and Public Eligibility” which is scheduled to
be transmitted to the 17,8, Office of Education in final form in a matter
of dwoeks. The senior author, Harold Orlans, is also scheduled to testify
today. \

I 1eed to acknowledge the help T have received from several mem-
bers on the Federal Tnteragency Committee on Edueation and its Sub-
committee on Consumer Protection. Their deliberations will lead to
continuing changes and improvements in several agencies.

Rather than to diseuss or describe the variety of present systems, I
want to forns on some malfunetions in the system of licensing. ap-
provals acereditation, and eligibility in the proprietary sector of edu-
cation, In all fairness. T must aqd that some of the same defects also
ocent in the Lmhli(' and nouprofit secrors. bt since the present hear-
ings deal with the proprietary sector, and since the financial incentives
tend to aggravate the problem in proprietary schools, that's where my
remarks are aimed,

What we would like to achieve, I assume. is an edneational system
which encourages diversity. operates honestly and effectively, and is
reasomably simple to administer. We alzo want to avoid hattalions of
inspectorsas well as Federal control of education—which is prohibited
in most of our e.lucation laws in the first place.

The present system is not working, even though some States have
been reasonably strong and effective, The causes for the defects can be
identified :

(1) LACK OF DISCLOSURE

Schools give out incomplete information, make sweeping claims, talk
about loans as if everybody could qualify for one, fail to disclose drop-
out rates, have refund policies which work against students, and there
are documented cases where schools do not observe their own policies.
8 hools need not disclose whether they are on probation, whether their
accreditation or approval has been revoked or limited. Furthermore,
the lack of disclosure means the stundent cannot defend himself, since
he does not have access to the information.

Since the Federal Trade Commission is scheduled to testify this
morning, since I have seen their working papers on full disclosure
which point in the right direction. I merely note the need for common
standards and the general desivability of full diselosnre so that stu-
dent<ean inform themselves, and so that these who provide advice. the
high school eounselors, the veterans’ advisers, and the staff of the Stafe
employment services, for example, can also have access to data which
inform rather than obscure the truth,
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(2) LACK O EFPECTIVE LAWS

State licensing laws vary from none to weak to strong. It is casy
to demonstrate that they are not working hecanse if they were work-
ine. and if they were offectively enforeed, then we wonld have no
abiees hecanse every offending xchool wonld e out of business, either
permanently or temporarily. by having its State leense revoked or
suspended. _

To put it another way: the Governor of every State has appointed
a State appproving ageney which approves courses for veterans’ hene-
fits. LE the State licensing laws were effective, there would e no need
for a separate approval system for veterans’ Denefits hecanse the State
licensing laws wonld take care of the matter. In some of the stronger
States—Now York and California are examples—the same staff in
fact performs both functions thus achieving economies of stafting, and
de facto operating its State licensing staff with a Federal subsidy
provided by the Federal Veterans’ Administration to pay for the
approval for veterans, o

[ere T might explain why my statement says California 1< an ex-
ample of a strong faw, and two Congressmen have just testified that
California has defeets,

California laws. administered by the burean of school approvals ave
really quite effective, There is, however, a large loophole it the higher
education law covering the degree granting institutions, where one
type of school is effectively exempt from Ticensing. That is how a
Coentional school elevated itself into the higher education sector, and
that is why it was able to get away with some of the thines it did.

Mr. Hieks. Are yon talking abont the West Coast Trade Scehools, or
Riverside University )

Dr Arxnsteine Riverside University, which passed itself as if it
were fully aceredited by vivtue of its \'ocutionaH technical aceredita-
tion.

Mr. Luaax. Is Riverside a profit or non&)mﬁt institution?

Dr. Arx~rein. It is nonprofit, However, this nominal statns of non-
profit leaves some questions ananswered.

(3) JACK OF COORMNATION

This problem exists at two levels: Federal agencies go their separate
ways, with very little liarson between different programs ~o that one
azeney may be alevted to something wrong. while another agency
does 1ot know what 1ts colleagnes know. ‘The VA for example, operates
itsown <ystem under one set of laws and in cooperation with the States,
while the Office of Educstion operates its own eligibility system under
a different sot of laws, There is a tie hetween the two systems, but it is
very weak and is used only minimally. At the State level, thic probiem
is similar. When Florida enacted its 1971 licensing law for colleges
and universities. to overcome its former reputation—well deserved—
as 2 haven for diploma mills, some of the degree mills chose to leave
the State and set up somewhere else. Wayne Freeberg of the Florida
Board of Independent Colleges and Universities told the participants
in the National Conference on Consumer Protection in Postsecondary
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Education about this last Marelvand urged them to arrange for a pool-
ing of imformation, L .

A different example derives from the effective licensing laws in New
York State where, according to one official, a gomdly number of cor-
tespondence schools luve left and st up shop in Hiinois where they
fiel the 1egulatory elimate more congenial, Since home study schools
G rove ther base more readily than otier schools, and since they
ate the subject of a disproportionate number of complaints, the varia-
tion= of Ntate Taws and their uneven enforcement are tempting.

(1 LACK 0)F RESEARCIT

Not enough is known ahont the operations of the various systems
of hieensing. approval, acereditation, and how they work, I have heen
@ partiipant i two recent studies and they have persuaded me that
we need o najor effort to develop evaluations, research and develop-
ment in this whole avea s

“Private Aeereditation and Publie Eligibility™ by ITarold Orlans
and his colleagrues at the Brookings Institution—and now at the Na-
tienal Aeademy for Publie Administration—was funcded by the U.S.
Otlice of Fdueation and is now being circulated in dreaft form for
eritieal review,

“Edueational Assistaree to Vetorans: A Comparative Study of
Thiee G BUIS" by the Fdueational Testing Serviee, was mandated
by Congress, funded by the VAL and published by the House and
Senate Veterans” Affair Committees, September 1073,

Thete is a whole agenda of programs to be evaluated, of data to he
examned for their relevanee, of policy-oriented research which needs
to b ~ponsored <o that we ean design s more effective system of licens-
ng or ehnbility, )

Recommendations, Tmplieit in this examination of the shorteomings
and thar cases are cettain recommendations w hich 1 now would like
to mahe explicit,

A. FULL DISCLOSURE

While we ean develop o eheeklist of items which each school should
disclosco probably annually, we also need ovaluatjon of these items and
resemrch whether an improved list ean be genciated =o that the infor-
mation will be more meaningful, Tt may turn out that dropout rates
are or cue not calul indieators as to the quality of a school, In short :
We nced full diselosure, and we nead to monitor how it works so we
W nnpove it,

B. ACCOUNTABILIT™

While there i< much talk about accountability in education today,
thete s pot cnough performance,

The witnesses carlier referred to the need for bonding. T am sug-
gesting - diffevent version: In addition to licensine of schools, we
ought to have some form of certification of proprietary sehool admin-
itiators, I am faseinated : publie sehool administrators nist have a

State isued administrative eredential, even though they are account-

able to the hoard of edueation, but private school operators Jo not
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need an individual credential or license. and do not have a public
board to which he is accountable, He is the owner, Tle is accountable
only to himself or he is a manager acconntzble only to his boss.

Many corporations managed to take advantage of deliberate bank-
raptey s the same people, or a mixture of some of the same people have
then incorporated themselves and started all over again as if they had
a clean slate. )

If there were individual licensing. then a condition of the applica-
tion could be a disclosure of all previous licenses held, all previous
probations. warnings. and cease and desist orders. and other informa-
tion along this line, T am nat saying that this kind of disclosire should
be immedately disqualifying. T am saying they should be made to
discloso it T am snggesting that these be State licenses. with some ex-
chanwe of information between the States, between the acerediting
agencies, hetween the approval bodies and al! of the parties concerned.

e, Wypnr, Doctor. T am sure it is easy to get a strawman to act
a~ a Lieensee: that type of dodge is not the hardest thing to arrange.
e would be reanired to be an individual. and somebody conld go out
and find < ne willing strawman to go in and act in his place. Tt is not
that hard to do. quite frankly. )

Dr. Ar~arriy. What T am advocating here may well fall short of
realitv. T know of only one State that licenses private school operators
e individuals, and that is New York State. Maybe you onght to ask
one of their wit nesses to explain the system in greater detail. but what
it amounts to is that whoever operates the school gets a temporary
Hieense on condition that he take a course in the operation of a pro-
prietary school. and then he gets a regular license,

There s a measure of individual responsibility and accountability
here, and I think it is well worth trying. on a mch wider basis. Tt is,
however, very diffienlt for a Federal law ( and we are presumably talk-
ing abont Federal legislation) to direct the States to do this.

Tlere T erely sugeest that to the extent that we have a great variety
of Federal programs in which participation is deemed highly desirable
by the schools. there is an incentive which conld be used to encourage
the States to move in this direction.

T conld snggest it is something we ought to look into, and consider
as a means of achieving accountability.

A major move toward better licensing laws and accountability came
mnder the aegis of the education commission of the States which con-
vened a task force in 1972, delivered a model State licensing law in
1973. and sponsored the first National Conference on Consumer Protec-
tion in Postsecondary Education, in Denver in March 1974, In all of
these efforts it enjoyed modest financial support by the Federal Inter-
ageney Committee on Edueation, The Denver conference was in addi-
tion sponsored by six interested Federal agencies:

Departient of Defense, becanse some veterans benefits can now be
used by active personnel:

Veterans' Administration, becanse it operates the largest student
finaneial aid program: ‘

Burean of Tndian Affairs (in the Department of the Interior), be-
cause it operates educational programs for Indians;
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Departinent of Labor, heeause of its role in manpower training
activities and apprenticeship programs: )

U.N. Office of Education, heeanse ot its pivotal role through the
Aeereditation and Institutional Eligibility Staft (and other pro-
grams) : and )

Health Resonrees Administration in the Department of Tealth,
Eduoeation. and Welfare,

That same Denver conference also hrought ont, once again, that
some corner-cutting operators eseape aceountability by the simple de-
vice of leaving one State and setting up shop in another, and sometimes
by forming a new corporation, with the sume or similar oflicers, There
are remedies wvailable at least on the law hooks becanse each Ntate
approving ageney. operating in cooperation with the Veterans' Ad-
ministration, must satisfy it=elf that; ‘

(12) The institution’s administrators. directors. owners, and in-
struetors are of good reputation and character * * * (Chapter 36,
United States Code, section 1776).

As things stand now. this is not always easy to ascertain, State A
may not inform Ntate B, State ageney (" may know something not
known to State agency D, and the Federal files may contain some-
thing of mterest to the State approving ageney, if only it knew where
to axk and how to get jt, )

I ¢an think of two ways of overcoming this kind of defect:

Make the applicant for approval—administrators, instructors, and
owners—comply with eriterion 12, cited above, by submitting certi-
fiention that tiey are of good character, that they have no convietions
or other blemishes on their record (except as disclosed in the applica-
tion) then put a penalty on the application for false or misleading
diselosare. )

Or, initiate some kind of an individual credentialing or certification
svstenr, Just as teachers in public sehools st have teaching ereden-
tials (and administrators in most States are equally required to have
administrative credentials). so proprictary facnlty. staff, and admin-
istrators, conld  be  credentinled, with suitable provisions for
revocations. )

Equally important. all forms of licensing. approval and aceredita-
tion ~hould have limited doration: T saggest annual expiration and
renewal. Many defects today ocenr beeanse licenses rn for 5 or 10
yenrs, sometimes in perpetnity. and it takes a major legal effort to
terminate them, T think thev should expire periodicallv, with the
burden of proof resting on the applicant that he is qualified for re-
newal or extension.

The idea is to make the administeators of the school acconntable to
a public body as to the amality of their performance. both in their
corporate capacity and as individuals,

€. INFORMATION CPLEARINGIIOUSE

Since T had a hand in the formnlation of the recommendation of the
Denver conference. it is not surprising that I endorse the recom-
mendation:
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That the Education Commission of the States serve as a catalyst for
the development of a clearinghouse of information. which in effect
woukl be a data bank of information on all postsecondary education
programs. Such a data bank would enable students, prospective stu-
denrs, connselors and other consumers of postsecondary education
seryvices to make informed judgments regarding selection of institu-
tion< and or the programs that would be responsive to their needs,

THustrative of sueh data wonld be requirements of admission, cost of
attendanee, refund policies, teansferability of credit, act 1l job place-
ment and other as~istance available to gradunates or those who attend
such programs, (While it is recognized that a great deal of this infor-
mation exist:, there does not exist a comprehensive sinele source of
thi~ mformation systematicallv collected and updated for all of post-
secondary education, It is in this context that the recommendation is
offered.)

FEDERAL ROLES

T have left to the last the basic question as to what the Federal role
shonld be. just as T have left unanswered as to who is to ea'ry out
the various recommendations T have listed.

I. IMPROVE ITS OWN INTERNAL SYSTUMSN

Specifieally, the gmaranteed student loan program now suffers
from a defect which is structural: Instead of the adversary situation
which normally exists between horrower and lender, the program has
injectml a mmarantec feature and an tevest subsidy which encourages
some borrowers and lendevs to join forees to the detriment of the Fed-
eral agency.

Similarly. the VA now payvs 90 percent of home study tuition. This
means that some veterans or active military personnel sign up for a
cour<e on how to become a TV repaitman, when their real purpose is
to acanire the color television set which is provided for practice and
as<embly as part of the course.

These two examples are meant to illustrate how the structural de-
fects encourage misnse, and the need to improve systemic weakness,

2, COORDINATT SEPARATE FFDTRAL PROGRAMS

1t certainly is appropriate for different Federal agencies to have
different eriteria as to eligibility, The Department of Transportation,
for example, has a program which gives research grants only to
aceredited universities. while the National Science Foundation disre-
gards acereditation, Bat different agencies often wounld like to know
whether a sehool has lost its State license or had its vohintary aceredi-
tation revoked. or that the Veterans’ Administration withdrew ap-
proval for veterans benefits, There is now no mechanism to effect
this kind of pooling information.

The question earlier to the Federal Trade Commission was whether
thev refer complaints to the Veterans’ Administration, and the Office
of Education. The question illustrates that your committee is aware
of the lack of coordination,
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Federal funds sitzply could and should be made available for evalu-
ation of this entire arei, so that a better system can be desigued, better
indicators of quality can be monitored and possibly substituted, and
similarly, Federal funds could be made available to provide technical
assistance to the States. )

I am not advocating wniform standards; T am advocating access to
information which may influence decisions by agencies operating
according to their own standards and regulations. They cannot recon-
suder or stop certain support programs if they do not know that some
other Federal, State, or private agency has become sufficiently con-
cerned to put a stop to its own form of approval or eligibility.

3. ISTABLISIL A\ CLEARINGUHOUSE OF INFORMATION

My own preference is for the clearinghouse to be federally funded
Lt operated by a nonprotit organization like the Education Com-
mission of the States. The important thing is to get it established
under reputable auspices, with visibility so that users and potential
weers ean find it. and with support from as many of the Federal agen-
18 as possible, Tf the Federal sponsors can agree on a location within
the Fo&oral Government, then this also may be an effective solution.

1. ESTABLISIH A CENTER TOR RUESEAICIL, DEVELOPMENT, AND EVALUATION

A\ gain, this could be done by contracting with a suitable orgsniza-
tion, or by setting up a special center on its own with the explicit
mi=sion of monitoring the performance of the various systems, of
measuring the etfectiveness of indicators of quality, of generating a
series of informed reconmendations to Federal, State, and local gov-
ernment on how to safeguard and improve the integrity of educational
imstitutions,

Ge ENTABLISIE A TECHINICAL ASSISTANCE INSTITUTE

~ Whether this is combined with the clearinghonse on information or
i~ separate, there clearly should be an organization whose task it is
to lielp State regulatory authorities do a better job. by organizing
workshops where State officials—and private acerediting agencies as
well—ean compare totes as to what works and what docs not work,
where they can develop new techniques, can develop better forms of
commmnication and eoordination, develop instruments to measure the
performance of schools and the like. Further, the institute should be
in position to develop training programs to assist those States—and
private bodies—which seck assistance. to provide technical informa-
tion. answer inquiries, and generally enhance coordination and eollab-
oration across State lines, or even internationally—as shown by the
persistent problem of diploma mills which mislead many foreigners.

6. ENCOURAGE CIHANGE TO A “YSTEM OF TIME-LIMITED ELIGIBILITY

Just as we nrge States to issue licenses good for only a single year,
subject to rencwal. so Federal sgencies ought to decide on eligibility
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for participation in Federal programs on ar winualiy renewable basis.
What we need to do is to persuade schools that renewal is & privilege,
not a right, that as part o% the renewal application they may be asked
to disrlose specitied data as to past per{~rmances;: in short, that they
must give an account of their work, and must do so for the public
record, )

Federa! agencies can help the States in getting this concept across
if they limit the period of ecligibility.

In summary, responsibility traditionally has rested with the States
which, in turn, have partially relied on private voluntary accredita-
tion. Federal agencies aiso have relied on these two systems but have
not done very much to strengthen them, to further them, or to in-
novite,

This they shonld now do through three approaches—a clearing-
house of information. an R. & 1. center, and a technical assistance and
training institute. They need tc do this jointly, if possible, and the
Federal Interagency Committee of Education—FICE—is an existing
niechanism for coordination, leadership, and financial support.

~As T{or the States and private bodies. they onght to think abont
limiting the period of a license or acereditation to a single vear, with
the burden of proof for renewal placed on the applicant, rather than
revocation or probation having to be justified by the approval agency.

Further. and this is probably the most radical recommendation in
my testimony, we need to find an effective means for holdine in-
dividual school administrators accountable for their own actions,
rather than to revoke or limit a corporate body like a school. My ree-
ommendation for doing this is to have the States issne individual
credentials—licenses—to the administ rators of private, profit-seeking
schools, inst as many States now eredential public school administra-
tors. Federal agencies certainly can provide incentives for stimulating
a movement toward this kind of individual certification, even thongh
the certification will be awarded by the States. Federal agencies can
nuike cligibility for their programs contingent on the holding of ad-
minjstrative credentials. for example, and they can provide funding
for interstate cooperative activities designed to develop workable and
efficacions credentialing standards. The VA standards, enacted by
Congress, now require adherence to fire and safety laws, just to cite an
example of Federal criteria. enforced through the States—38 UTnited
States Code 1776(8). This very provision, in fact, conld be inter-
preted to encompass certification.

Above all, existing Federal laws covering veterans henefits and the
various programs covered by the work of the Acereditation and In-
stitutional Eligibility Staff of the 1".S. Office of Fidueation all specify
that the T7.S. Commissioner of Education shall publish a list of na-
tionally recognized acerediting agencies and associations “which he
determines to be reliable authority as to the aualitv of training offered
by an ednecational institution * * ** (3¢ U.S.C. 1775 (a)).

1t is diffienlt to determine quality : it is donblv difienlt in a context
of prohibitions against Federal control: but it is worth a more deter-
mined effort than we have been making.

For the record. two related articles should be cited here:
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Arnatein, George, *Phe D,y Anyone ! (diploma mills), American
Edueation, July 1974, )

Arnstem, George, *Bad Apples in Academe.™ scheduled for publi-
cation in American Fdueation, Nugust-September 1974,

I would suggest that the laws are on the books. that the Congiess
has enaeted zome of thent.

In the ease of the Veterans’ Xdministration, the State approving
agency, aceording to section 1776, chapter 36 of the United States
Code. shall ingquire as to whether the institution’s administrators or
directors,owners, and instructors are of good reputation and character.,

Obviously. somehody has not heen asking ~ome of these questions.
This is one of 11 criteria stipulated in chapter 36, and the 14th eri-
terion is even broader beeause it says the State approving agency may
add sueh ather items as it deems necessary.

That is not an exact quotation, but that is what the Congross in-
tended the Statex to do. Most States are not exereising their authority
as well as they <hould, and mayhe the Federal Government should lend
a lelping hand through financial assistance, technical assistance, and
similar devices,

Thank vou. Mr. Chairman,

My Thegs, My Pritchard ?

Mr, Purresven. What is yvour estimate of the so-called 10.000 pro-
rriohll‘_\' sehtools if you put in firm and tough standards? What would

wovour pereentage that vou think would fall away?

We use the one that said 10 percent?

Dr. Oenayxs. T gave the figure which was not mine, but has been
given tonus, 3 to 10 percent. )

Mr., Privenarn, What is vour estimate?

Dr. Om.axs. I think 10 percent is a reasonable estimate, The matter
could he determined better by a study which would look at the adver-
tisements of a sample of 500 schools and. get a few people to look at
them, and to rate which are acceptable, which look phony, and which
are a downright breach of accrediting ageney standards.

I have no other basis than the estimate that has been given to me by
spokesimen for agencies that have no wish to run down their own
menthers, and their own profession.

Mr. Prircrann. That would be the higher ¢

Dr, Oxrans. That is their high estimate, but I thought a high esti-
mate was a prudent one to take here.

Zero was the low—there was nothing wrong anywhere.

Mr. Privcnanp. You have a number of problems. You have in some
cases absolute frand. In many cases, you just have a lack of talent, a
lack of expertise. a lack of imoney. and a lack of background to operate;
some miy be operating at 80 percent. and know that they should be
doing better. and feel that when they get their finances in shape, they
will do better.

Dr, Owiaxs. T think there are two problems. there is the problem of
the small businessman. and to give him the benefit of the drubt, many
of the errors he makes. maybe simply reflect incompetence rather than
any maliciousness.

I am less inelined to give the big businessman with plenty of re-
souices the benefit of that doubt.
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Mr. Priteirarn, T gather that vou feel the real thrust of enforcement
has to come ont of the States. is that right ?

Dr. Orraxs, It has to come legally, They are the authorized agency
to license and remove the license of these schools. '

Without that authority. the schools cannot function, so that there is
no question that the States are primarily responsible. but, as George
Arnstein said, there is a good deal more the Federal agencies can do to
help them. The Federal agencies certainly have primary responsibility
for administering the programs under the statutes that the Congress
has authorized. and some Federal agencies have been extraordinarily
lax. Not to pick on the VA, which has its own problems, I would
nanie two:

I wonld name the Office of Education’s failure to remove schools that
are plainly derelict: and the second example is the Social Sceurity
Administratian. which has handled our money in increasing volume.
$600 million or something like that going to student. beneficiaries, not
all by any means proprietary schools, but if the distribution is like
that of tha VA, there must be a substantial number of them,

We know almost nothing about what happens to those students:
there is not even information about the numbers in different kinds of
schools. I regard that as negligence.

Mr. Privcu arn, T think vou said, and T remember the great number
of schools that were closed up or done awny with right after Workd
War ILin the VA, We had themall over.

There were 5000 schools that were closed up. and is that because
thev were more aggressive in closing up the schools?

Iow does thistake place?

Dr. Arvstriy. When the GT bill was enacted  t was a massive effort
for which neither the Federal Government, nor the States, nor the
schools were prepared. When you have that much money, millions
of veterans collecting 55 a month. plus full tuition and books and sup-
plies, federally provided. thrown into the economy. it attracts a lot of,
shall we say, opportuni-ts.

They over<hadow all of the clean operations. T do not want to claim
that there were 2,000 (vileges which were clean and respectable, but
the fraudulent schools overshadowed the established schonls, and that
is when the alarm went off.

T..ere was a report from the Bureau of the Budget. a report from
the Administrator of Veterans A flairs, there was even a message from
the President of the United States on the subject, just to give an idea
of the dimension of the scandal, the abuses, and the concern which
led to cortain reforms and changes which are basically incorporated
in the Korean GI bill, 1952, the Serviceman's Readjustment Act of
14952,

In the process, it has become somewhat restrictive, so that the V.
today is basieally opposed to some educational innovations. inad-
vertently so. The byproduet is that thev have a rule and a regulation
for everything, lest there be abuse. and that makes it very difficult to
change anything,

Unfortunately. they have not stopped all of the abuses either.

Dr. Orraxs, T think the short answer is they were closed down by
State officials, and the veterans approval agencies.
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Mr. Pairciarn, My State was the State that went after them. T had
a friend of mine that got piano lessons mnder the GI bill, and yon
conld get anything tider the (I bill. but they did close it up, and
the offenders now are much mose sophisticated, much more clever, and
it is a much bigreer deal, s that it ?

Dr. Ore.axs, The offense follows the regulations,

The VA has gradually relaxed somewhat, and the schools have
found new ways in which they need not disobey any regulations. If
they are clever. they will always find a way of disobeying a n:oral
requirement that is not yet on the books.

You have the new regulations in States like Texas and Ohio and
Florida, that ave presently effective in improving the situation, but I
suppose 10 years from now those States will need new legislation
agnin,

“Dr. Arxstras. The 1950 law banned such courses as bartending,
persenality development, but instead, we now have the color TV by
correspondence schools, so what T am suggesting is that as some
blatant abuses are eliminated, ingenious operators find new ways of
exploiting the system, .

Mr. Prrventarn, In vour study. did you find a person who is in this
educational racket, and we are not saying they are all there, but that
real educational suede shoe operators, do they keep popping up again
and again!? )

Dr. ArxsteiN, There are certainly some names that recur time and
time again, They move from one State to the other. At the risk of being
sned for libel, T have interviewed one of them at 11 -year intervals,
when he moved from Florida to California. Fortanately, he did not
remember me from the first time,

Mr. Ihicks, Mr, Luman.,

Mr. Lusan. One of the things that has been pointed out is that the
Federal Government is very leery about interfering with the guality
of education,

Is it possible that in order to protect the Federal dollar, and the
federally supported student, the Federal Government in determin-
ing eligibility conld involve itself in the businesslike aspects of the
school: namely, advertising. refund policy. perhaps the disclosure of
certain information?

Would yon sce that as falling outside the traditional concern of
intervention ineducation itself?

Dr, Ortans. [ would agree with that. The Federal Government has
the tradition of protecting the Federal dollar, and 1 think that is rhe
unobjectionable and natural direction for it to move,

Dr. A\rxsreas. That law now exists. That is what is in chaptep 2¢:
it has lots of explicit provisions: it bans misleading advertising: and
it even anthorizes the V.\ to make compliance visits.

‘The trouble is it is not done well enongh.

Mr. Hicks. I« it done at all? )

D, Ar~srrin. T have been on a VA compliance visit as an observer,
and yes, it certainly is being doue.

Mr. Luesax. Don’t we get into the further problem of educational
compliance? Dr. Orlans said perhaps there should be an alternative
to reliance on a private accrediting body, because you are making com-
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plianee with its standards an ingredient of getting public support in
the form of students,

The acerediting agencies do put ount standards on advertising, on
refund policies, but they also judge the quality of education,

Now, if the Federal Government ean get involved in those business
aspects of the school, then to that degree it can substitute for aceredi-
tation, hut how does it handle the gquality of the education part of the

rocess ?

! Dr. Oreans. In my opinion, the quality of the best education has
fallen very far, and T am talking here of the aceredited institutions,
so I really have very little hope of nuintaining substantial quality in
an aceredited system, let alone in federally regulated eligibility, and
I woulld agree that this is not a job for the Government,

It 1~ alwne allo not a job for the Congress. No Congressiman can dare
to admit that a school in his district is not of a quality comparable to
that in hiscolleague’s district. and it is unfair toask that,

My Lusax. Do we have a partial solntion in that vocational educa-
tion has a handle on it that acadenic education does not. one that you
ean measure: namely, that vou arve training someone supposedly for a
job, Do vou see this as an alternative to enforcement of acereditation,
to have a school demonstrate that a certain pereentage of the students
were emploved in the field in which they were trained?

Dr. Ortaxs, What happens when von have an oil embargo, or a
recession, or the law schools produce so many graduates, all of n sudden
you glut the market.

Dr. Anssrein, T am reluctant to uce that as an indieator of quality,
and T am leery in regard to quality. beeause what may be good for one
student, may not be <uitable for the other,

I am concerned about the integritv, and I think we can do a lot
more to mal e sure people do not get cheated in any blatant way.,

Some schools have ne refund policies: they do not even observe
their own refund policies, The student is made to take the initiative
and persist, for example,

I am far more concerned with that ‘han these elusive definitions or
the enforcement of “quality education.

Mr. Hweks, Mr. Graham?

Mr. Granaw. 1 was just commenting to Mr. Luman, that the
Rurean of Indian Affairs has eased the problem by giving funds to
those schools that have successfully trained students for a particular
job. and wili not give funds to a school or to a student to o to a school
unless they are reasonably certain that the student will get a job.

Myr. Prereszann, This opens np all types of problems when vou start
making it more difficult for the school, The school for being judged
on that basis, how they accept students, how they accept disadvantaged
students, ad then their mark is going to be rather than just straight
edueating, we have to take those that give us the best chance of
making it.

Of course, what you are really saving. T think vou have to recognize
as long as the schools are in a bind, and the president of a university,
or president of a college is being judged on whether he has anv black
ink at the bottom of a page. and the school is threatened. whether it is
a college, or a very legitimate proprietary school. or whether it is a
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fiv-by-night outfit, the great pressure on the person is to keep the doors
open, It seems to me then that selling to students, and getting !x‘oplc

in the door can become more important than the product, and whether
it is said so in policy, or whether it is an unsaid thing. the pressure
is there,

Dr. Ortaxs, And it keeps the unemployment rate down. T think this
is part of the national policy in thig country. as well as in Great
Britain, to not maintain too strict standards wnd requirements of
quality, and to have a widespread opportunity to enroll in education.

It helps reduce the size of the labor force, X

Mr, Prircirarn. L think it is very hard to come in with hard and fair
stundards and rules, and say this is how we will judge.

(o ahead, Mr. Luman,

Mr. Lesas: Do Arnstein, you were speaking of the Voterans' Aa-
ministration, and said they had rules or regulations, or they would he
faced with abuses. You cited 1 major abuse in your testunony, and that
is the use of correspondence courses as a way of buying equipment sots
or televisions,

What do you see as a solution te this problem that the Veterans®
Administration could adopt ¢ i

Do Aupnsmrs, The Veterans' Administration, for the approval of
courses, row relies on the State approving agencies, and sulisidizes
them at approximately $10 million a year, or reimburses them for their
services if you want to put it that way,

I am somewhat surprised that no part of that £10 million has been
used for some of the pooled and shared activities which the VA could
easily sponsor. for example, the search as to what techniques work
and what techniques do not work. It could provide technical assitance
to State approving agencies. Or the sponsoring of workshops for
State oflicials, There are many things 2.t could be done with Federal
funds to help the States work more effectively and more efficiently to
cope with the problems of interstate migration. We now have a form of
Giresham’s law where the g States and the good laws drive out the
bad schools into an adjoining State, or enconrage the bad schools to
survive in a different location,

The law is there, the VA is spending the money. T wish they wonld
spemd some of it for what I eall developmental research and assist-

-ance activities.

The WA shonkl not be alone in this. T think sowme of the other Fed-
eral agencies should participate in this. T visualize the setting up of
a third neatral party, a technieal assi<tance centcr and research center.
It could be done nnder the anspices of the States, thus avoiding Fed-
eral control on the one hand, and the lax State laws on the other hand,

Mr. Levax. One of the points you niade earlier concerned one of
the other agencies, the Social Security Administration. Dr, Arnstein,
at the Denver conference, was the Social Security Administration
represented at all/

Dr. Arssrias, T eannot speak for the Social Seenrity Administra-
tion. orr why they were not there, but according to the attendance
ro~ter. and to the best of my knowledge, they were not represented.

1t is one of the ironies, and Dr. Orlans alluded to this in his testi-
mony, that the Veterans' Administration has a system which does not
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work very well, and they get hit time and time again for the defects
of the system. ) -

The Social Security Administration does nothing except to rely on
others. It does not know who its beneficiaries are, and it does not get
attacked because it calls no attention toitself. )

Mr. Lrmay. How wonld you feel about the trade regulations rule on
the part of the Federal Trade Commission which would require dis-
closure of certain information as a condition of operating proprietary
schools?

Dr. Arxstiix. T welcome the general thrust. I welcome the idea. T
am a little leery of having it embedded in a regulation, when it
may turn out they are asking for the disclosure of some items which
may turn out to be less desirable than other items tc be determined
in the future.

An obvious indicator would appear to be dropout rates or retention
rafes. Correspondence schools are known to have dropout rates of 73
pereent, and going as high as 90 percent. Presumably this means that p
there are overly enthusiastic salesmen, and other incentives to start
the course, but not to finish it. But T can also think of a course like
the hotel and restanrant school at San Francisco City College many
vears ago, where cooks and bakers and people like that seldom fin-
ished the cour<e, They were dropouts, because the restaurants were
s0 cager to hire the students, that they never got to complete the
course. What T am saying is that raw dropout rates may not be as
meaningful and informative as they appear to be at first.

Mr. Luway. And then of course we have the question of whether
vou should not let the prospective student make that determination
for himself. X

Dr. Arxstriy. Right.

Mr. Loyay, What would your reaction be?

Dr. Orraxs. T am in favor.of it. T think there isa problem of apply-
ing things too broadly where a great deal of paper could be generated,
but alzo there could be too many studies,

We know some elementary points. Tt would be useful and not onerous
to publicize the stories. \As a start, let us have that disclosure at the
very least for those schools against which there have heen a lot of
complaints, where there is some official action by a State or Federal
agency,

“Ihis wonld be a modest beginning to require half a dozen points to
be disclosed by several hundred such schools that have, plainly. special
problems. No doubt they will immediately bring suit for digerimini-
tory treatment, and that must be taken invo account before this action
iz pursued too far.

M. Liarax. I nssume it is voluntary, but would not you agree, that
the Ohio compilation contains a lot of information, as to the class size,
placement. records? Sometinies the school does not fill it out. but in
looking through it. T think most did.

Dr, Orraxs. This is something that is very useful, and we could
sit here and study the thing endlessly and never agree on what is
perfeet, but. thi< 15 useful, this could be done in other States. )

Mr. Lusax. You spoke of people bringing lawsuits for discrimi-
natory practice. You made mention abeut the acerediting agencies
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hay g a problem of being sued. and you proposed that they somehow
bo exempted and protected from lawsuits, .

Dr. Oreaxs, There are two good lawyers here from acerediting
avencies. and they know more about this than 1. but if 1t were a condi-
tion of eligibility that this diselosure be made—a condition of using
acereditation to get their members ane that you diselose, let us say,
probationary status—would that subject the ageney to suit if it were
written into law ¢ That is the question, )

It seems to me some approach of this sort. making it a condition
that all of the members {mvw when they applied for membership
or for renewal, that thiey had to give something in order to get a great
dealyis not unfair or discriminatory or unreasonable.

M, Learas, Weean try that next week on the witnesses,

Were you also making 2 comment m relation to accrediting in gen-
eral? X

I understoad from <ome of the acerediting associations that there
can be a legal problenmt when yon deeide to lift someone’s acereditation,
hecause you take away his chance to make his living, even where
there is o reason to kick him out.

Dr. Orraxs: Dick Fulton said 1 do not have enongh regard to due
provess. There are other countries that manage due process without
infinite delay that we specialize in, and it scems to me a little bit of
speed is what s called for 1 the actions of piivate agencies, and also
of Government bodies.

If Iawyers were paid on a time basis—paid more the less time they
take——they might get done with this due process more quickly. If they
were griven an incentive, they would do it.

Mr. Lrstas,: Doctor, in your staterment you recommended we estab-
lish some sort of clearinghouse with perhaps sonie technical assistance
function.

Iave you ever discussed with anyone what that might cost, or do you
have some proposal, or some kind of ballpark tigure /

Dr. Aexstein. I have a ballpark figure, but it is not very meaning-
ful. because we would have to specify what the scope of the clearing-
house and particularly the technical assistance operation would be,

You ean hire two consultants and send them ont, and that is cheaper
than 20, but for an ctfort like that to be undertaken, it would ecasily
take between $100 and S500,000 a year. When you consider that the
VA now spends 15 million per year to fund the State approving
ageneies to do the bidding of a Federal agency, it strikes me as a fairly
cood and a relatively modest investment,

Dr. Orrans. T reeall a cost of $1,000, and they had to get a special
grant which they did not have in the normal budget, to reproduce that
Ohio volume you have there. Mr. Pritchard.

Mr. Pritenazp, It would be nice if a student knew how long a school
had been operating. that in itself is a measure.

If T walk in, and T was going to have my son or somebody o to a
school, the fir-t thing T would ask, i how long ha~ this place leen
operating?

Dr. Orraxs. And the different names under which it has been
operating.
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Mr. Privenuarn., Right. T think yvon are right in that it is not perfeet.
but I think seven or eight criteria would give you a pattern or a pic-
ture. and maybe you would say you conld not make a judgment. or it
would be unfair to make a judgment on any one. but if vou had seven
or eirht criterin. and you had the whole thing, gencraily you would
hit the mark pretty closc,

Dr. Orians. And give the school the freedom to explain these statis-
tics that appear to do them injury.

Mr. Hicks. Mr. Graham? ‘

Mr. Granaxt. Do either of you gentlemen have an opinion on this
bonding proposal by Congressmen Bell and Pottis 2

Dr. Ornaxs, I think it is useful, but again. it is helping big busi-
ness. In fact, in New York. where they had such a law. they redneed
the bond that was required. beeause the very small school that they
wanted to help could not raise the money. )

Mr. Guarras. Do yvon share some of our concern abont this direct
lender provisions in the law # ]

Dr. Ow.axs. You mean the lending sehools? )

Mr. Granea.. Where schools ean now lend money directly.

br. Orians. T understood that was one area in which the Office
of Eduecation people had begun to do something. and to tichten the
reculations. They felt they had authority. For whatever reasons, they
didd do ~omething to tighten up on the direct lender sehools, TTow
ever. the schools that were disqualified az direct lenders of conrse re-
main in the loan program indirectly, )

I have heard it <ugeested that one ultimate solution whicl i< un-
likely to he hought by the Congress is ta change the holder-in-dne-
course doetrine, ~o that the <chools conld not simply sell paper and
no longer be responsible for giving honest vahie. and the student
who bad a vightful complaint could o to court and he a more equal
party in the transaction, But that raises more questions than you
nmight want to get into. i

Me, Grurnoe, We nnderstand that the Office of Fdneation is about
to hire 200 collection agents to collect delinquent loans from students.
Do von have any thonghts about that ?

Dr. Orrasvs, T wish they would hire a fow to go after the delingnent
school evners,

Mr. Grvaw, Thave no further questions.

Mr. Thes, Dre Orlans, ean we conelude from vonr statement that
yon think the Federol Government is loading toa much on the baek
of the private acerediting ageney ?

Dr, Oeeans Yes, T do not see why thev need to be given more
than the extremelv valuable right to make their members eligible.
Thar isa very great gift.

Bevond that. it <ecms to me they deserve no privileges. no specind
exemptions snueh as they receive in the permission to have their own
trition refund policy rather than some nniform poliey. The Govern.
mentsin turng is simply derelict innot setting forth any additional ve-
anircments that may be necessary to diseharge its program respon-
sihilities,

‘The acerediting agencies have a different perspective, We are hetter
off with them. but we will be no better off if thev hecome agents of
the Government,
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Mr. Loeyan. Ina world in which evervthing ran right. if that were
f0, ddo you see us having sehools that were aceredited, schools that were
eheible for funded students, ome aceredited and some not eligible,
andd some ehgible and not aceredited 2

Do Orrans. And some aceredited that were kicked out. At present,
it is 4 one way street, and the only way in which they are removed
from eligibility from this insured loan program is by the ageney with-
drawing acereditation.

Well. that burden should not be put on them, and they shonki not
!1:1l\ ¢ to go through 1 year, 2 years' due process to do the Government’s
j() ).

Mr. Lustan. Yon think it is a weak excuse for the Government to
say we told their acerediting agency about it. and we are waiting for
them to do sorzething about it/

Dr, Onvass, Yes. indeed,

Mr. Lusax. T would like bath of you to comment on this. Do vou
think that perhaps the major problem in this arca—and I am sure
same of the defiviencies are due to the students as well as the sehools—
1s that of disclosure, of not getting enongh information, enough truth
before the student. about what he is going into. what he ean expeet /

Do Arssrviy, Yes, and not only that, there is no siugle visible place
for hnn to complain. The list of agencies to which he might complain
leads to fragmentation and diflienlty in identifying who the abusers
are.

‘The questions earlier were how many complaints does the Federal
Trade Commission receive. how many the Veterans” Ndminstration,
how many the Oflice of Education, to which we could add the State
licensg bordies. the acerediting bodies, the individnal schools. the
Better Business Burean, the chambers of commerce. ‘The result is that
there is nobody in charge, nobody to consolidate this information, and
to 1 :Ip to pinpoint where the malfunction oceurs.

D, Onrraxs, That is one major problem.

Mr, Loy, Let me ask you. to yonr knowledge, do they ever have
a followup with a big group of students, to say what happened to you
in your nse of VA money. what did youn think of the school. and =o
forth?

T know the General Aeconnting Qifice Las done this, but has the V.\,
ha< the Oflice of Fdueation?

Do Aessrris, T know that a representative of the Veterans' Admin-
istration testified that the Congress had not intended the mission of
the administrative ageneies to be one of evaluation. ITe then seemied to
imply that he wished the Congress wonld tell the VA to do =ome evalu-
ation, But there are no snch data now. only gressly incomplete data.
Muchas T hike the GI bill. T am a beneficiary of it, the truth of the
matter is that the evidence that the GI bill is the greatest thing <inee
apple pie isnot conclusive and does not exist,

Mr Ihegs, Thank von. gentlemen.

Thesubeommittee will now adjonrn until tonorrow morning at 9:50.

[ Whereupon. at 12:05 pan.. the subcomniittee adjourned, to vecon-
vene at 930 a.me, Wednesday, July 17, 1974.]

42 TE .

RIC

59



ERI!

Aruitoxt provided by Eic:

PROPRIETARY VOCATIONAL SCHOOLS

WEDNESDAY, JULY 17, 1974

ITorse oF REPRESENTATIVES,
Srecian STUDIES SUBCOMMITTEE
oF T1LE CoMMITTFL 0N GOVERN MENT (OPERATIONS,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:30 a.m., in room 2247,
tayburn Ilouse Oftice Building, Ion. Floyd V. Hicks (chairman of
the subcommittee) presiding.

Present : Representatives Floyd V. Hicks, John W. Wydler, Ralph
~. Regula, and Joel Pritchard. )

Al~o present : Joseph €. Luman, staff director: James L. Gyory,
staff investigator: and Lawrence Ty Graham, minority professional
staff, Conmmittee on Government Operations.

My, [icks. The subcommittee will be in order.

This morning. we will hear from Mr, Joseph A. Clark, who repre-
~ents the National Association of State Administrators and Supervi-
sots of Private Schools, as well as being an agency commissioner in his
own State of Indiana.

Mr. Clark will discuss with us the role the States are playing now,
and what can be done to make them more effective in protecting stu-
dents from abuse, That role was mentioned yesterday in our first day
of hearings on proprietary vocational schools.

Mr. Clark, if vou will come forward and proceed in any way that
von wish. You are here alone—you are not accompar ied by a lot of
staff?

STATEMENT OF JOSEPH A. CLARK, PRESIDENT, NATIONAL ASSO-
CIATION OF STATE ADMINISTRATORS AND SUPERVISORS OF
PRIVATE SCHOOLS

Mr. Crarg. We have a very small budget. Mi. (Chairman. We don’t
Linve mueh of a staff.

I do have a statement that T wonld like to read from this morning
to set the tone for this. I believe you have copies or should have copies
np there. )

Mr. Chairman. T wish to thank vou and the committee for allowing
me to be here today and diseuss with you and the committee some of
the concerns that we. who are members of the National Association
of State Administrators and Supervisors of Private Schools and
charged in our respective States with the responsibility of regulating
preprietary schools, have concerning the proprietary industry and its
problems today.

()
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Sinee the end of World War T1, we have seen a proliferation of oc-
enpational or erreer schools, Paventhetically, we have seen the rise of
fraudulent unethical operations as well. The institutions who offer
fine proprictary programs and provide an invahable service and train-
ing to the young people in the varions States in this conntry should
Lie enconraged both in their operation and growth,

However, the repatation and service of these schools is endangered
by the existence of a nnmber of frandnlent edneational operations who
anmually swindle the public out of both money and hope. The continued
existence of these fraudulent voeational and academic schools is not
only a discredit to the people of this Nation, but a black eye that must
be borne by the operators of legitimate schools as well, .\ black eye
that causes high school connselors to prevent the trade, vocational,
business, or technieal school from using publie school counseling facihi-
ties to meet potential studer.ts. X black eve that indiseriminately lnmps
all correspondence education into the diploma mills eategory. .\ black
eve that eategorizes all resident schools as beinge frandunlent and Turing
the unsuspecting to their premises by using extravagantly frandulent
clans for which they recerve an inferior edueation,

As thousands of trade. technical, business, and correspondence
schools sprang up around Ameviea immediately after World War I,
the Fedoral Government stood by powerless to act directly in combat-
ing frand. It did thongh veact 1n two ways: first, it enconraged the
States to deal direetly with the educational frauds: and second, to
allow Federal funds to be spent only in schools approved by the
Veterans” Administration. The States unfortunately did not respond
aquuckly. So from this chaos of duty unfultilled, emerged a wealth of
peer azsociations attempting to hring into line the proprictary school,

Edueation is the inescapable responsibility of the State. Dominion
over edueation was not delegated to the Federal Government by the
Constitution. but rather was reserved to the State. Therefore, when
the citizen of a State isvictinized by a minority of educational frands,
it i~ the responsibility of the people of that State through their legisla-
tire to ~ee that the rights of a citizen to seck self-improvement through
education is maintained. And. that the mghts of the legitimate school
overator to seek protection from the vesults of vhe frand of others is
alzo maintained.

In the last 6 years, we ave seen a great snrge by State governments
to regulate the proprictary school industry. Some 36 States—and Mr,
Chairman, § would say there are about 6 States in the wings and =ome
States are gettmyg their Tegistation improved, =0 we have abent 42 of
the 59 States—today exereise authority over these sehools, To this we
add the work of the acerediting bodies, approved by the Office of Fdu-
cation, and the corrse approvals granted by the Veterans” Adnunistra-
tion. In additions we have seen a rise in the consiner protection
moverment and with it o surge of new consumer protection ageneies
throushont the Nation,

Mp. Iiexs, Are you talking about State again, or are you talking
about both State and national?

Mr, Craik, State and national,

Constimer proteetien agencies ereated by private business and pri-
vate industry, Again the chaos of diuty unfulfitled, has created a stag-
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gering amount_of protection. unfortunately, it seems, the protection
14 ~sometimes misdirected.

In March of 1974 in Denver. Colo.. the edueation commission of
the States along wath the TS0 Departinents of Health, Edueation, and
Weltare, Defenses Interior, Tabor, and the Veterans' Administra-
tion held a consumer protection in postserondary education confer-
ence. It is important to note here today. especially as we jook at the
proprictary school that this conference was aimed at the abuses in the
total atea of postsecondary education, 128, Representative Patricia
Schroeder, of Colorado. said in her keynote address:

I always thought education was something you could never get enough of—
especrplly in todav's economy where vou mizht a< well stay in school because
there aren't any jobs anyway Not something to be proteeted against. Are the
colleze dean and the propriefrary <chool owner ahbout to replace the used car
dedler tand) the aluminum siding salesman as the target of cousumer anger and
the butt of vaudevillian jokes?

For the first thime. Mr. Chairman, it was publicly acknowledged
that consumer abuses happen not only at ABC Computer School
aceredited by the National As-ociation of Trade and Technical Sehools
but wo Behemoth University aceredited by the North Central As<o-
ciation, Tt 15 impartant that we remember. for it is important that
we stop atracking the proprietary industry as being composed of char-
Iatans and bunko artists. It just isn't so. Before I mention what we
in the States have not done, what the Federal Government has not
done. and the peer a-~oclations have not done. T would. for the record,
Hike to «ay what the proprietary ~chools have done.
 The proprietary schools have been in this conutry for over 200 yearsy
i my own State, Indiana. for over 100 years. The proprietary school
has pioneered new conrses. refined and introduced them more quickly
than colleges and universitics were able to do. They have proven that
voiean make edueation profitable and still turn out top-quality gradu-
ate~. They have demonstrated time after time that education is a
marketable produet and that the better that product has been trained,
the more quickly the market wants and demands that product.

They have proven to the eolleges and nniversities of the country
that people want. expect and need edneation that prepares them for
job hmediaey, To prove the last point. all one needs to do is check
the rise of ocrupational or career conrses now being offered by colleges
aml universities today. Tt is time that we call to the attention of the
Ameriean consnmer that there are good schools ont there and that
they do good ereditable training. It is time that we allocate time. money
and manpower to assist the proprietary industry, For it seems to me,
that those of ns in State and Federal Government forget that thoy,
the good schools. ave part of onr constituency and are entitled to the
same protection that we offer to others,

Therefore, we in the National Association of State Administrators
and Supervicors of Private Schools objeet strongly to the program
=11l 4 was institnted by the Federal Trade Commiission to alert the
public to the proprietary schools. We applaud their efforts. For in the
final analvsis, we are both after the same thing. We would hope though
that the Federal Trade Commission conld tell the story of the @aod
being done while quictty voiding the industry of the bad, For the FTC
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itself is not being honest with the American consumer when it does not
tell them that it has no control over postsecondary colleges and
universities, and thereby creates the image that they are after the one
main culprit in American education, the proprietary school.

Sometimes in the defense of our own justification, we utilize the
weapons of our avowed enemy: deception. half-truths, innuendoes.
and dum-dum hullets. Tn the case of the Federal Trade Commission.
their generals have substituted the dum-dum bullets for well known
personalitics whose words explode in the minds of the consnmer; kill-
ing unfortunately. that person’s attempt to obtain a good edneation, Tf
the FTC wonld work with the States. as its leaders say it does. then
more could be accomplished, without putting the scarlet brand on an
entire industry. )

The National Association of State Administrators and Supervisors
of Private Schools was founded in Washington. D.C.. in Mareh of
1972, The association was designed to provide a platform wherehy
those men and women from the varions States in the conntry who recu-
lated proprietary schools conld come together to disenss mutnal con-
cerns. Tt was also designed to work out new legislation to provide
assistance to those States in the conntrv who did not possess legisla-
tion. or who perhaps were intervested in streamlining the legislation
that thev pos<essed. And. it was to provide a voice for these of us in
the States assigned the responsibility of dealing with the preprictary
schools, A voice that conld be raised to connter some of the objections
that we have against the shortecomings. not only in the Federal Gov-
ernment and the peer bodies but within our States,

In late Angust or early September of this vear. our association will
he publishing six position papers. These position papers will deal with
the following topies:

1. A position on abnses in the FIST, loan prooram,

2. A position on the Office of Education's lack of policing the
agencies it accredits.

3. A position on desired financial stability for proprietary schools.

4. A position on standardization of agent’s forms. This T would ad.
is an attempt to standardize the many kinds of forms and procedures
used by the States.

5. A position on the Mondale amendment. We are asking that in the
Mondale amendment, both the words “public” and “private” he
inserted. )

6. A\ position on correspondence education, Tt is our concern as State
administrators that certain problems inherent in the correspondence
education industry must be directed to bring both stability to that
industry and to provide proteetion for the consnmer,

The national association belioves in what it ealls the triancle of
assistance. That is. the States doing the job they and only they can do.
The work that the Federal Government ean do and the work the peer
associations do. Each doing its job together can help present to the
public a better. more viable kind of education in the proprietary firll.

We believe that what is needed is more regulation, not coercion.
That we need more leadership, more self-evaluation and persuasion.
We know that we in the States have not taken our rightful position in
this field of edueation. We also know that we in the States are ereatures
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of our own legislatures and politics. We know that if we are not given
enough nioney and manpower, to do the job we must do, then someone
else will do it.
It is because of this very lack of leadership, money and manpower
‘that assoctations such as NATTS, NHSC, and ATICS moved into the

job and do it free from criticism, then they must be more foreible in
dealing with errant members of their industry. Accreditation as given
by them must be more than a handshake, a promise to do better, and
selective bargaining. Each association must eradicate the sometimes
cavalier and arrogant behavior of their own membership. We know
that it is difficult. We know that peer accreditation is a voluntary act
and this limits the kind of discipline they issue. Yet, if they in turn
are watched by the Office of Education, then perhaps they, the Office
of Education should be more forceful in their actions against the
accrediting bodies.

The Oftice of F.dueation is understaffed. this is a fact, but should not
be an excuse. The Veterans' Administration is atfected by conerete
laws that are difficult to change. This is a fact, but should not be an
excuse 1Tor not attempting needed change. The States are slow in get-
ting their legislatures to act yet this shonld not be an excuse for lack
of action, The Federal Trade Commission is acting but usually slow
in its action becanse of the tedious and ponderous investigations and
hearings it performs.

Therefore, where do we stand? We stand on a threshold of watching
an industry flounder in a tarpit of control. Proprietary education has
proven that it can do the job. It has proven it can be and is, in many
nstances, the model for other areas of education to follow. If this he
true, where then is the culprit or culprits who have brought us to this
hearing today ¢ The enlprits are few but their deeds many. The enl-
prits are the States, the IFederal Government. the peer associations and
a word. The word is acereditation, Accreditation is svinbolie of respect-
abihty. Once attained, the school assnumes the mantle of piety, for it
now is aceredited. It opens its doors and the potential consumer enters
to receive his education free from fear. safe in the knowledge that what
he receives is relevant. accountable and timely.

In fact, acereditation is only the mecting of minimal standards and
a charge hopefully, to move upward and onward. Accreditation is
not necessarily acconntability. That is what is needed. The schools
have been forced into acereditation by acerediting bodies and the gen-
cral pubiic, They have sought it for money and survival. Schools have
been drammied out of the educational community for rot having it.
And, we tie American public, have been the loser.

Until we fully understand accreditation, and identify what must
come after, we will not have given the American people the one thing
they need—-accountability. ) ,

The States only recently have taken steps to provide leadership in
the field of proprietary education. Some States have strong statutes
to protect the educational consumer and the ethical operator. Some
have no standards. Yet, even some of the strong ones have almost
forced ont the ethical school by the selfsame standards. It is proof’
that for every attendant good, there is an attendant evil. Some States
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have Taws that are almost comeal, Thev hiave boards and commis-
stions regulated almost exclusnely by the mdustry, This of course
1= baud and it the State’s ability to protect and promote proprietary
cdueation,

A< previonsly mentioned. all States arve still vietims of their own
politieally active legislatuves which can limit funds, manpower, and
potential, Yet, we see in the ranks of NASASPES a glitter of hope en
the horizon a new spirit of cooperation amony its member States, If it
can do bat one thing and that is unite the States in an attempt to
stundardrze lows and purpose, then it will bave been a great sueeess.

The TS, Office of Edueation has heen limited in its usefulness by
the very laws that created its I the USOE is not given extended au-
tharity to diseiphne the hodies that it aceredits, then it will not he able
to do more than shuftle papers, hold oceasional meetings hut not be able
to diseipline. Strong pressure from educational lobbvists will see to it
that no progress i< made. H thns happons then perhaps we shall see
the creation of a superbureancracy whieh will aceredit all institutions,
andd -upersede all existing approval institutions, hoth State and peer,
This wonld be unconscionable if it were allowed to happen. In the
same manner the Veterans' Adminmstration is hampered by rides and
tegnlations, If the Veterans” Administration is not given relief and
wlowed to change then we will see more problems affecting the edu-
cational welfare of the veteran and less streamlining of purpose.

The Nattonal Home Study Council, the Association of Independent
Colleges and Scehoolscand the National A<sociation of Trade and Tech.
nical Schools must submit to their shorteomings, That is, they must
rierdly enforee their acereditation, They ean no longer say that it is
inipossible. They ean no longer hide behind the excuse of poteytial
htigation. For each excuse, each episode of inactivity only makes the
case for respoctability havder for them to explain, The articles that.
appeared i he Boston Globe, the Reader’s Digest, and the Washing-
ton Post dirt have merit, There are abuses and these abuses arve heing
made by the aceredited schools, too, That the correspondence industry
1~ being looked at asa giant rip-off isa fact and it hurts,

I 2 not certain what has heen said by the witnesses that appeared
betore me concerning the scope of the problem in the conntry, so with
vour induleence, T would like to nse my State, Indiana, as an example,
Sinee onr ageney eame into extstence in April of 1971, we have regu-
lated 258 proprietary institutions, 276 of those are no longer doing
business in our State. In 1973, we had problems of inconvenience to
frand with S percent of the schools doing business in the State. I do
not ~ew » percent ax constituting a elear and present danger to the
Amertan people, Wor, of that total, 0.02 percent were havdeore frand
cases, one being a drmudulent truckdrivers school, )

Therefore, the “hurt™ to which I alluded a moment ago is obvious.
The 92 pereent of the schools operating free an lear of <erious prob-
lemi= mn~¢ suffer an ontraged citizenry who has been led to believe
that all are frodulent and, at Lest, poor,

Mr Hiers, Yon jumped to 92 pereent there, but you cut out 0
percent hefore vou storted working on the 92 pereent.

A\ Croari,, The's vight, Past of the number that we cut out were
those who were problem schools, Some of them were schools, Mr, Cliair-
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man, who decided they did not wish to stay in business any longer
when they saw the law, Sowe were institutions which had been small
mother and father operations and had gone ont becanse of the econ-
owy. so of that 355 we just ent about 50 percent, Of the remaining 50
pereent. 8 pereent of that were schools who had problems of incorp-
ventence to fraud. and 1 say inconvenicnee beeanse some of the prols-
lems were situations of misunderstanding between the stndents and
the institutions on contracts, or vice versa.

My, Hieks, Do vou think Indiana may be typical of the rest of the
conntry/

Mr, Crark. T wonld like to think so. T would qualify that thongh.
We're right in the Great Lakes vegion, We know that a great prepon-
derance of the proprictary schools are located in this area. All the
correspondence mdustry, primarily are in the Chicago area. most of
them, We have a great number of trade and technieal schools in our
State. and moving through these States. becanse historically in pro-
prictary edneation this part of the Midwest was a good testing ground
fornew conrses,

So 1 would think we were typical. but T alzo understand where we
have States with no law. we don’t know what’s happening, but T do not
behieve, sir, that the numbers that we ave talking about ave as Inrge as
we are sometimes led to believe,

Mr. Lustan, These 500 schools are based in Indiana, or are they
domng business in Indiana ¢

Mr, Crark. Both,

Mr, Lustax, So some of these schools were not Indiana schools, They
wure schools that had students who lived in Indiana,

Mr Cearik, That's vight. They were working throngh our State, We
regulate hoth—any school doing business in our State nmst come
under the auspices of our commission, if they ave doing systematic
busine~s, )

So of this 5538, some were located in the State. somie were outside the
State, but were sy<tematically working the State. Yet that hurt has
still more far-reaching effects than they may think. As the States
become stronger, as more obtain laws. and hence reglate the industry,
the reason for having aeereditation becomes more obseure in the minds
of many people. The worst crime that could happen would be the de-
mise of the peer acerediting bodies. For they along with the States
and the Federal Government provide the acconntability so desperately
needed, ) )

When one drops » stone into a pond the ripples expand to all banks,
Such then becewes the problem when we indiseriminately, at the Fed-
eral or State level, assault the industry. That there is good in the
mdustry is well documented. That there is bad in the industry is well
documented. So, therefore, what then must we do? il

Historically, there has been a delineation of authority between who
can license, approve or accredit.

Historically, as we've already mentioned where States have not
taken the initiative to provide leadership, they have forced other
agencies 2ither Federal or private to assume their leadership rol.v,

The (‘I:‘estion is who will control? By what will they control? And
why will they control? We must be suspect of those seeking Federal
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acereditation so veliemently <inee the important question is: “Do we
wish that acereditation for the respectahility and accountability which
it may provide or for the collars it can surely provide?”

To say that States may only license or approve is to presuppose that
the States can never realize or mcet their obligations. To say that
independent. peer associations ean adequately do the job is to pre-
suppose a level of competeney that can be reached but often is not.
Fven peer evaluations must fiave reliable safegunrds, To say that a
rise of o more broadened Federal bureaneracy will bring a solution is
not a certainty. Each of us. who has testified here has indicated that
ono or the otlier is the culprit. Each of us has been criticized by other
sources, including educators and the media as demonstrating again
and again a mutual distrust and eriticism, It is amazing that anyone
would expeet. unanimity of opinion fram us on this issue. Simply.
we see ourselves as the saviour of the American educational consnmer
from the chaos of duty unfulfilled. But. there is a unaninuty of opin-
ion. Wo all want accountability,

We in NASASPS have no ox to gore. We feel we must be the front
line of defense. We want accountability, and we demand assistance
from the applicable Federal ageney,

Until such times as all parties ean approach the tahle with the
wnderstanding that all suggestions even those seemingly incongrinous
at the time, are valid concerns, will we be able to arrive at a joint
partnership in educational accountahility, We would say again that
we must not foreet the good contributions made by the proprietarv
school industry. We must remember that education can be nrofitahle
and still provide sound education: we must remember that the indus-
try is part of our constituency and also needs protection: and that it
is'essential to our American education system to help provide for the
continnance of exemplary and accountable proprietary edueation.

We in the National Association of State Administrators and Super-
visors of Private Schools believe in the triangle of assistance. We be-
lieve in cach doing his own job in the manner that brings the desired
results and accountable ohicetives.

We thank vou for the time you and your committee has eracionsly
given us and we pledge our association to better hoth educational
conumer protection and aecountable and exemplary education.

[ Mr. Clark's prepared statement follows :]

PREPARED STATEMENT OF JosePH A. CLARK, PRESIDENT, NATIONAL ASBOCIATION
OF STATE ADMINISTRATORS AND SUPERVISORS OF PRIVATE ScHOOLS

Mr. Chairman. T wish to thank sou And the committee for allowing me to he
here today and disenss with you and the committee <ome of the concerns that we.
who sre members of the National Association of State Administrators and
Supervisors of Private Schiools and charged in our respective States with the
responsibility of rernlating proprietary schools, have concerning the proprietary
indnstry and its problems today.

IProblems which also toneh these of us in State government as we work with
the Federal Government. the Federal Government with the peer associations, the
peer assoeiations as they work with hoth the Feder:.: and State government.

Since the el of World War 11, we have seen a proliferation of ocenpational
or eareer sehools. Parenthetically, we have seen the rise of fraudulent unethical
operations as well. The institntions who offer fine proprietary programs and pro-
vide an inviluable serviee and training to the yonng people in the varions States
in this conntry shonld be enconraged both in their operation and growth.
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However, the reputation and service of these schools is endangered by the
~iatence of a munber of frandulent edueational operations who anuually swiudle
the public out of both money and hope, The continued exlisteuce of these fraud-
ulent vocational snd academic sehools Is not only & diseredit to the people of this
Natien, but a black eye thiat must be borne by the vperators of legitimute schools
s well A blaek eve that eauses high school eounselors to prevent the trade,
voeational, business, or techuical school from using publie school ecounseling
facilitie . to meet potentinl students. X hlack eye that indiseriminately lumps all
carrespondence education jnto the diploma mill category. A black eye that catego-
rizes all resident selu < being fraudulent and luring the unsuspecting to their
premises by usmg extravagantly fraudulent claims for which they receive au
mferior education,

As thousands of trade, technieal, business and correspondence schools sprang
wp arcund Amerien inmadintely after World War 11 the Federul Goverument
~toad by powerless to aet direetly, in combating fraud. It did though reaet in two
wid~ sy First, it enconraged the States to deal directly with the educational
frauds : and secondly, to allow Federal funds to be spent only in schools approved
ty the Veterans' Adinnstration, The States unfortunntely did not respond
quichly. 8o from this clos of duty unfuttilled, cmerged a wealth of peer associa-
te s attempting to bring into Line the proprietary school,

Educiation s the mese:psible responsibility of the State. Dominion over educa-
tion was not delegated to the Federal Government by the Constitution, but rather
was resenved to the Xtate Therefore, when the citizen of a State is vietimized by
aometn 0ty of educitional frauds, ¢ is the responsibility of the people of that
Ntate through their legislature to <ee that the rights of a citizeu to seek xelf-
improvement throngh educition is maintained. And, that the rights of the legiti-
niate schonl operator to seek protection from the re<ults of the fraud of others
1~ ilso nzantaned,

In the last <iv sears, we have seen a great surge by State governments to
rexnlate the proprietary school industry Some 36 States today exereise authority
urer these schools, To thic we add the work of the acerediting bodies, approved
tv the Office of Fdueation, and the corirse approvals granted by the Veterans'
Admpistration, . naddition, we have xeeu a rise in the consumer protection move-
ment and with it a surge of new consumer protection agencies throughout the
Nition: consumer protection agencies ereated by private business and private
industry Again, the chaos of duty unfultilled, has created a staggering amount of
protection, unfortunately, it seems, the protection is sometimes misdirected.

in March of 1974, in Denver, Colorado, the Fducation Commission of the States
abmg with the Umted States Departments of Health, ¥daeation, and Welfare,
Defense Interior, Labor and the Veterans Administration held a conswner pro-
tection in postsecondary edueation conferenee. It is important to note here to-
day, espectally a< we look at the proprietary school that this conference was
svned at the abuses i the total area of postsecondary edueation. United States
Representative Patricin Schroeder of Colorado said in her keynote address:

1oalways thoueht education wag something you counld never get enough of—
especcally in teday's econetiy where yon micht as well stay in schoel tweeause
there aren't any jobs anywag, Not something to he protected against. Are the
college dean and the proprietary school owner about to replaece the used ear
dealer (and) the aluminum siding sialesman as the target of consumer anger and
the butt of vaudevillian jokes*"

For the tirst time, Mr Chairman, it was publically acknowledged that cone
sumer abuses happen not only at ARC Computer School aceredited by the
National Association of Trade and Technieal Schools hut at Behemoth University
acesedited by the North Central ASsociation. It is important that we remeniber,
for it is important that we stop attacking the proprietary industry as being eon.
peesed of Charlatans amd Bunko artists, It just isn't <o, Before T mention what
we in the Rtiates have not done, what the Federal Government has sot done, and
the Peer Associations have not done, I would, for the record, like to say what
the proprietary sehools hive done,

‘The proprietiry schools have heen in this country for over 200 vear<: in my
own Strte, Indiana, for over 100 years, The proprietary school has pioneered
new courses, refined and introduced them more guickly than colleges and uni-
versities were able to do. They have proven tlhat you ean wmake education profit-
able and <till turn out top quality graduates, They have demonstrated time
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after tate that education s o marhetable prodact and that the better that product
has been tenned, the more quickhly the mwarket wants and dencieds that produet.

They dive proven to the eolleges and unnversities of the country that people
want. expeec bt and teed education that prepares them for pd binmediney To prove
the last pornt, il o necds 1o de is cheek the rise of ocapational or carcer

comrse~ tow beine offered by colleges wmd aniverstues taday, 1t is toue that we
eall tes the artention of the Amertoan cotisttmer that there ate 2ood schionis ot
there and that the) do good eredrtable training, Tt is tine that we sbiocate e,
woney stid nunpower todssist the proprictary smdistoy Forat sectns 1o e, thint
those of s in State and Foderal Goverument forget that they, the cood schools,
are patt of ot conshiteney and are entithed 1o the some protectim that we
ofter to others, Thetefore we in the National Association of State Ndninistrtors
wid Nupretvisers ot Private Schools object strongly 1o thee progrstm such as was
tustitnted by the Fedoo ol Trade Comunssion to alert the public to the proprictary
selionls, We appland © wqr efforts, For o the tinal nnalysis; we are both after
the ~same vty We wonld bope though that the Federal Tradde Comisaion
comld tell the story of the cond being done while qanetly vouding the andustry of
the baad, Vor the FLC atself s nor being honest wath the Atgerican consatier when
it does tot t b them thar at s ue control over postsecondiey colteges and nni=
versitges, atd thereby creates the itunge that they are after the ote main endptit
in \merioan edueatie 2, the proprietary sehool,

Nometies iy the Cefense of our own justification, we utilize the weapons of
onr covonwed enenn  deception, half-truths, innuendoes and dum-duome ballets,
In the ctse of the Federat Trade Cotimission, their generals have substituted
the dan dim ballets for well known personalitien fhose words explade in the
winds of the consumer hithng nofortmgtely, that persen’s sittempt 1o obtain a
goud editcation, I the FTC would work with the States, ac ite leaders say it
does, then more could be gecomplished, witho at patting the scirlet brand on an
entire idustry

The Natgonal Association of State Admimstrators and Snpervisors of Private
S hoe!s was fonuded in Washington, D qu Mareh of 1972 The Acsoviation
was designed to provude o platform whereby those wmen and women from the
vartons Sttes in the conntry who regulated proprietary schools could come to-
goether to disenss mmtual concerns, Tt was also designed to work ont new ledis.
Lution to provide assistanece to those States in the conntry whe did not possess
Tegislation, or who perhaps were interested in streamlining the legislation that
they possessed And, it was to provide a volee for those of us in the States
assigtied the responsihslity of dealing with the proprietary schoole, A volee thot
conld be rised to contiter ~ome of the objections that we have against t.
shorteoming<, not only in the Federal Government and the peer bodies but
within our own Ktates.

In Late August or early September of this year, our Aswociation will he pirh.
lisline sin position papers Thoee position papers will dead with the followinge
topres ;

1 A pesition on abnses in the FIRT, laan program,

20 A poesition on the (fliee of FEdneation's lack of poliving the agendies it
aceredits

3 A position on desired financial <tabitity for proprictary ~schools,

t A position on standardization of agent’s forms (this T wonld ald i< an
attempt to <tandardize the many hinds of forms and procedures neel by the
Ntites)

5\ position on the Mondale ametdment, (We nre asking that in the Mondile
aenetdment, both the words public and private be inserted.) )

6\ position op correspondence edueation (It is our eoncern as State adl-
tiristrators that certain problems inherent in the correcpondence edueation in.
dustry must be irected to bring hoth stability to that industry and to provide
protection for the consiper »

The uational associntion believes in what {t calls the triangle of assistance,
That i, the States doing the job thev and onlv thev can do The work that the
Fraberal Government ean do and, the work the peer ascociations can do, Each
deine 1< job together can help present to the public a botter, more viable kind
of sdueation in the proprictary field, We believe that what f¢ needed is more
regulantion not coercion That we need more leaderchip, more <elf-evalnation and
persizsion, We how that we in the States have not taken our rightful positioa
in thic field of education. We also kuow that we in the States are ereatures of
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our own legislatures and polities. We know that if we are not given enough
money sind manpower, to do the job we must do, then someone else will do ir,

It 14 because of tins very hiek of lesdersinp, money and manpower that associa-
tuns such s NATENR, NISC, and AICS moved irto the field of acerediting
private proprietary schools If they are to do their job amd do it free from
craiticism, then they must be more foreible in dealing with errant members of
their indnstry  Acereditation s given by them minst be more than a hund<hake,
a prowdse to do better, and selective bargnmg Eaeh stssociation nust eradicate
the sometimes eavitlier and arrogant behavior of their onwn mebership We
hnow toat ot ix diffienlt. We Know that peer accreditation i< a veoluntary act
and thns himts the Kind of diseipline they wsne, Yet. if they in turn are watched
by the Othoe of Education, then perhaps they, the Office of Edueation should be
more forceful m their actions agmnst the acerediting bodies. The Office of
Fedneatiom s nnderstaffed, thas is a faet, but should not be an exense, The Vet
erans Adunmstration is atffected by conerete laws that are difienlt to change. This
I~n a Gty bt shoubt not be an exeuse tor uot antempting needed change, The
Ntates are slow in gettiug ther egislatures to aet yet this shonld not be at exense
for lack of aenon, The Fedoral Trade Cotnmission is acting but g<nlly stow in
it~ i tion bedanse of the tedious and ponderous mvestigations and hearings it
prerferms

Theretere, Where do we stitnd ? We stand on i threshold of watching an industry
tounder an a tarpit of control, Proprietary education has proven that it can do
the jobe Btoflas proven that it ean be and 1, in many mstances, the model for
othier ateds of cducitien tor follow, It this be tane, where then is the enlprit or
cnlprits whe have brought us to this hearing today. The enlprits are few but
therr desdds many  Fhe culprits are the States, the Federal Government, the peer
dssoctons a0 word, ‘The word is acereditation, Acereditation is symbolie of
respuc bty Once attaaned, the ~school assumes the mantle of prety, for it now
Is i tedated 1t opens its doors and the potential consimer enters to receive his
education free trom fear, safe 1 the knowledge that what hie receives is relevant,
meeonntable and timely. In fact, aceredatation is only the meeting of minimal
standards and a charge hopefally, to move upward and onward., Acereditation
i~ not aceountabilits, That 1~ what is needed. The sehools have heen foreed into
acereditaton by accrediting bodies and the geaeral publie, They have songht it
for moenev and survival, Sehools live been drumued eut of the edueational
commumity for not having it. And, we the Ameriean public. have been the loser.

Untl we fully nnderstand acereditation, and identify what must come :fter,
we will not have given the Amerniean people the ene thing they need-—aceount-
abulity

The States only recently have taken steps to provide leadership in the field f
proprietary education. Some States have strong statutes to proteet the educa-
tional eonsumer and the ethicil operator. Some have no standards. Yet, even
some of the strong ones have almost foreed ont the ethical sehonl hy the self-
same standards. It is proof that for every attendant good, there is an attendant
evil Rome Rtiates have laws that are almost comical. They have boards and eom-
missions rezulated almost exclusively by the industry. This of conrse is bad and
limits the Ntate's ability to protect and promote proprictary eduecation. As previ-
ously mentioned. all States are ~till victims of their own politically active legisla-
tures which ean limit funds, manpower and potential. Yet, we see in the ranks
of NASARES a glitter of hope on the horizon: a new spirit of cooperation among
it< member States. If it can do but one thing and that is unite the Stites in an
attempt to standardize laws and purpose, then it will have heen a greiat success,

The United Ntates Office of Edueation has been hmited in its usefulness by the
very laws that created it If the USOE is not given extended anthority to disci-
phne the hodies that it acervdits, then it will not be able to do more than shuffle
papers. hold oceasional meetings but not be able to discipline. Strong pressure
from edoeational lobbgists will see toat that no progress is made, If this happwens
then perhaps we shall <ee the ereation of a superbureaueracy whieh will aceredit
all institniions, and supersede all extsting approval institntions, both State and
peer. This would be unconscionable if it were allowed to happen. In the same
mantier the Veterans' Administration is hampered by rules and regmlations. If
the Veterans Administration is not given relief and allowed to change then we
will 8¢ more problems affecting the educational welfare of the veteran and less
streamlining of purpose.
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The National Uome Stuady Conneil, the Association of Independent Colleges
and Schools and the National Assoeition of Trade and ‘Fechmeal Schools mnst
snbmit to their shortecomings.

That is, they must rigidly enforee their acereditation They ean no longer say
that it is impossible, ‘They can o longer hide behind the exeuse of potential
hitization. For each excuse, ench episode of innctivity only makes the case for
respectubility harder for them to explan The articles that appeared in the

Roston Globe, the Reader's Digest, amd the Wasbhington Post did have merit,

There are abuses aml these abuses are bweing made by the aceredited schools. too,
That the correspondence indnstry 15 being looked at as a giant rip-off is a fact
and it hinrts

I am not certain what has been said by the witnesses that appeared hefore me
enncerning the seope of the problem in the country. <o with your indulgence, I
worthld like to nse my State, Indiana, as an example. Since otir ageney ca. @ into
existence in April 19710 we have regwated 355 propretary insiitutions, 278
of those are no longer doing business in our State. In 19730 we had problems of
inconveniene to frmul with 87 of the schools dojug lasiness in the State, 1
do not see NG oas constitating g clear iud present danger to the American peopie.
For of that total 0277 were hand eore frand eases.

Therefore, the “hurt” to which I allnded a moment ago is obvions, The 9277 of
the schools operating free snd clear of serions problems must sueffer an ontraget
citizenry who has beent led to believe that all are fraudulent and at best poor.
Yer that hurt has «till more far-reaching effects than they may think As the
States become stronger, as more obtain lnws, and henee regulate the industry, the
reason for having acereditation becomes more obseure in the minds of many
people The worst erime that eould bappen woult be the demice of the peer ae-
ecrediting bodies. For they almg with the States and the Federal Government pro-
vide the aceonntability so desperately needed. Until those men whe compose the
zoverning boarde of the three acerediting badies realize that each event affects
the industry. they will continne to have problems. No situation happens in
isolation. Jt is the industry that suffers and it must be the industry thit makes
the changes.

When one drops a stone into a pond the ripples expand to atl banks. Snch then
becomes the problem when we indiseriminately, at the Federal or State level,
assault the industry. That there is gosd in the industry is well docnmented.
Thut there is bad in the industry is well documented. No, therefore, what then
neist we ¢o?

Historieally, there has heen 2 ddelineation of authority between who ean license.
approve or aceredit, Historiea ¥.as we've alremdy mentioned where States have
not taken the initintive to provide leadership. they have foreed other agencies
vither Federal or private to assume their eadership role,

The question is whe will eontrol? By what will they control? And why will
they control? We must be suspert of these seeking Federal acereditation o
vehemently since the impertant question i<: Do we wish that acen«titation for
the respectabilite amt aceountabihty which it may provide or for the dolbars it
can surely provide?”

To ~ay that States may onty license orF approve is to presuppose that the States
ean never realize or eet ther obligations, To <ay that dependent peer assoecia-
tions ean adequately do the job is to presuppose o level of competeney that ean
e reached bin often is not. Even peer evaluations mnst ave relinble safegizirnds,
To <oy thet a rise of a more brottenesd Faderal bureaneriey will brine a selution
i~ not a certainty Each of as. who has testitied here has indieated that one or
the other is the cutprit. Each of us has been eriticised by other sonrees, inctnding
ednentors amwl the media as demonsteating agnin and sin a muataal distrust and
eriticism, It is amuzing that anyone werthd exXpect unantinmiy of opinion frian
ns on this issne. Simply, we see onrselves as the savieur of the Amerioan eduea-
tion:al eonsumer from the chaes of duty unfultitled. Bat, there is an unanimity of
opinion We all want aceonntability.

We in NASASPES have no os to gore. We feel we mnist he the front line of
defe nse W want accountability, and we denmand assistance from the applicable
Federal ageney.,

'ntil such thmes as all parties ean approach the table with the nnderstanding
that all snggestions even thase seemingly ineongeoaons at the time, are valisl con-
certis, will we he able to arnve at a joint partnership in edigeational Reconnt-
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ability. We would say agnin that we must not forget the good contributions made
by the proprietury school mdnstry. We must remember that education can he
prontable and xtill provide sound education ; we must remember that the industry
is part of our constituency and 2.0 needs protection: and that it i~ essential to
ollr American education system to help provide for the continuance of exemplary
and aceountable proprietary education. We in the National Association of State
Admimstreators and Supervisors of rivate Schools believe in the triangle of
assistance, We beliove in each doing his own job an the wmanner that brings the
desired resnlts and acconntable objecives, We offer our assistanee as responsible
State ofticials to the United States Congress and Federal agencies of concern to
make even better proprietary education,

We thank yon for the time You and your committee has graciously given us
and we pledge our association to better hoth educanional consumer protection and
conntable and exemplary edncation,

Mr. Hicks. Thank vou very mueh, Mr. Clark. )

We were tryving, or at least 1 was teving vesterday to get an adea,
rough though it would be, of what might be the number of legitimate
~chools and those that were fly-by-night or tended to eut corners. We
rezlly didn't get even a ballpark fignre—maybe somebody speculated
20 pereent. 10 pereent, T think we all had the feeling that far more
of thom were trving to do rome kind of an edueational job than thoese
who were not. and that's why vour figrure this morning. 92 percent, is
interesting. But that’s after a pretty good shakeout job.

Mr. Craek. Yes, sir, That was needed, because of—well. unfortn-
natelv. in 1960 the State of Indiana had abont 25 percent of all the
diploma mills in the United States in Indianapolis. and that's a tigure
we don’t really like to talk about. but it was becanse of those kinds of
things, We had some pretty lousy ones there. and we had to get rid
of some. and some of them we were directly responsivle for, some
decided they had best not come np against the law. others bevanse of
ceonomie reasons, so we kind of Tnmped them all into the 276

Mr, ks Mr. Luman was jnst mentioning to me that you have a
statute in Indiana that you think helps the student who may have, at
Jea~t in the worst case<, a complaint of frand. If he signs some kind
of a note or contract with a sechool you do not recognize, it is, under
Indiana law. not enforeeable.is that it 2

Mr. Cragi. Yes. . N )

Mr. Ihoks. Well now, vou spoke about nniting the States in this
mantier—when von <ay unite. do vou mean with minimum standards
of enforeentent, for superyision anyway !

Mre Cragk. We know that it will be impossible for all 50 States to
Ine identieal, . i .

AH the people i the oreanization ave States righters, and we have
onr own political sitmations to overcome in the States, bt what we
are seeking i~ a standardization in terms of bringing together certamm
Kindsof continity within the law, o . )

Now. the ECS fas come up with model Tegislation. We are working
on monde] Temslation. We are attempting to work out and liave signed
bistate sereements betwern virionus .\'t:m-<-~.\ln;nosnt:n-]lli_nms. 1h-
nois-Indina. We are trying to make the sanue thing wa moving across
the country. the same kind of penalties, the same kind of basic require-
ment~in the law,

W are doing this for two reasons. One, we feel that we ave the ones
who rust be the frontline of defense for everyone,

2
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Mr, Hiewks, You're not vspmnsing the uniform law though, like the
uniform eommercial code !

Mr. Crark. No: only uniform in terms of the law, it would have
coertain uniform sections to it.

1t would then be up to the individual State either to accept or
reject i ther legislatures. how they wanted those particular sections
worked.

Mr. Hicks. Well. T assume that’s the way a uniform law of any
kind that'’s espoused .umm«r the States works—they can aceept it or
reject it,

Mr. Crsri. True.

My, Hieks, But wlt.un sections you try to get through all of them.

Mr. CLak. Yes: we're trying to get them to have these things, We're
the only State. for instance. in the \.mon that has a felonv. We have
1 to 10 years. a $5.000 fine when we're working with fr: wds. This is
mnwthmn we don’t like to talk about. because we don't like to add that
to the image of the industry.

We have recently invoked that, Mr. Chairman. We know of a com-
pany in this ummn-—-th at T will not nanie—who is sitting now with
abonut S160.000 worth of worthless paper. because urder onr statute, if
a~tiedent is stigned by the repre-entative school not having status with
the State, that contract was null and void.

We can save the student that extra money. What 1 is difficult some-
times. even with bonding, is to get the front money back that the
student may put out. o we try to warn the consumer not to do any-
thme with an institution until he has checked its status. and in this
regards we worked extremely elose with the acerediting bodies, and
with loeal bu-ines<. better busine~s hureaus. and chambers of com-
meree. and comnselors to get the word out as to who the good schools
are. so that when a student signs up. he is absolutely assured.

Mr. Hicks. Well, it seems to me you're saying we've got a problem
in this country. and if we could get all the States to act like Indiana,
we could go along pretty well toward getting a handle on them. Still,
\;m re saving to the Federal Government in effect, sort of butt out of
this thing.

Mr. Crark. Yes. Well, first, we believe that the States are the ones
that onght to do it. but onl\ p.u't of it. Mr. Chairman.

And 1 would add to this that Ohio, Minnesota, Wisconsin, and
Tllinois have very strong laws, too. We work very closely together.
What we are saving is that the States have a responsibility to their
constituency. We are there all the time, on the job. providing that we
have adequate staff.

We can do the day to day kind of regulation which is necessary. It
is mportant though that the Federal Government have areas of re-
sponstbility and concern in this, doing certain things that only the
Federal Government ean do.

The Federal Trade Commission conld be mueh more effective if it
wonld do some of the things it onght to do, instead of coming into the
States unannounced and causing kinds of problems without working
with usand without ehecking w lth us.

The peer assoe lations, N \'l"f\ Home-Study, AICS, they have a
(l('fmltv mlv Fhere are things that they aml onl\ they ean do. So what
we'te asking fm is. first of all, get the States in line so that we have
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the continnity, but heep this triangle, each one of us doing that part of
the tling necessary to insine that overall the proprietary field s well
regidated, so that the kinds of things nece ary can be done,

We can go in and constantly cheek on the accountability of an insti-
tutton. the natwnal acerediting bodies, This 1s a peer kind of pressure
which they ean bring on one another,

The States ean say. ORK, we're going to reculate yon, they ean
estabdisiv a minimme bat then they thetr statutes, e, and regnla-
tions constantly luve to ey to push this ap, but the peer associations
by their very stracthire ave say ing (o the ~sehools, oiee you have it yon
heep pshing voursehves up,

I e Federal Government can do thine- in consumer proteetion that
oplyv the Federal Government can do, What we're savine i~ that we
st have thisirtnede, bt wenst Best of oo and tosis what we're
y g o doin NASASPS— get the States to do their job, aceept their
responsthility,

Mr., e gkse Well, what should the Feders:l Government do with
those ageneies, like the Veterans' Adminisivation aad the Social Se-
ettty Nddministration, that provide sueh a loree amount of fands to
the ~trelents. or eventnally, to these institstions ?

M Craes. Yousav what Sheald they do?

M e ks, What i their role in this trismgele?

M, Crviee Wellod they are going 1o te o e danoner of Fodeal
e tnen Diiak they st =it down and oo’y ar it ¢n own <rinas
tom cterins of ate we ustoe the prehit crreroa ode o e wihat
s of an om-titntions or trhers w,oweh inatiniion wild! pesene the
meases s o e sbicbents that will recenve them,

Foev need to st down aed foare ont e Tinds of o SEISUANHITRS
needed for this woney that's votie onie ~o that 1oy con v e asaned
tasist the peer hodies i scemiere tiat schonls o not base their entive
tirneinl future onthe Kind of Federaldollars that they gt

M o ws. Can yvourassist them/

Me Craek, Yes: 1 tiink we ean assist them, beeause we agiin enn
do the initial kind of look at an institation ane try to heln estublish
tor the Government the Kinds of financial stability that i< pecoed. <o
tiat the instintion doesn’t come in and go ot beeanse it~ whole basis
wis Federal fundine,

Mo Thers, Fxense me, Mre. Clark. T have to leave,

Ve, Wdler can continne,

Vit Wanren Look, T Lind of intere-ted in the <ttmtion von ol
Prdo b racbefore, alvan thes protem von laeb with what was it aicaato,
tiecadnver tiainiee <chool 2 1< this somethir e thet happerald -inee
voos ren tides and Coce ve nen procedures have heeninstituted £
TV Cravek, Yes szt bas, )

Ve, Wanmrg, Wallo voncean talk ahont thiso Timagine, Would von
telb e abungt it/ T eonh] nmderstand <ome of the otlier things v <atd
mneli better tf von put it in the real world, co to speak, and gt ont
for o while. ont of the theoretienl probler into the real problems,

Soowortd von =t B me b o wbo was o wbat bappened, and when
dish this happen? Jost rive n some Prete abont the situntion.

e Coang, MUrighit, The vl problem started incapproximately,
October of 19T It imvolved a series of aperations in Tndinnapolis,
Lis b, Bnown as Worldwode Svarem Toew and Fxpres<s Ines IS doen-
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mented in the end of the year report that T brought along. which T'H
leave with the committee.

What they were doing. they were advertising in help wanted col-
umns in onr State. and close to 40 States in the Natwon, tor truckdris -
ers, or heavy equipment operators, )

"The people would contaet them and they would sav. in essenee, for
$195 which they explained is a bonding fee, or a good faith fee, that we
will get yon a job within 50 miles of your home driving a truck or
working heavy equipment. )

Now. they indicated quickly that there was a little bit of training
that was needed. but that that wvould be provided by the company
that you are working for. So people would send in $1953, they would
send it in by money order or Western Union, ) )

Then they wonkl get some information front this sehool. indicating
that for another 5700 they would take their training which wonld
consist of 100 hours of correspondence education, and then they would
o to X training institution. where they would be trained. and wonld
then be placed within 50 miles of their homes with XYZ trueking
company, or WWW heavy equipment school.,

In fact. there was no school. In fact. it was £195 nonrefundable
downpayment for a traning course. Now. they nsed. as T reeall in the
investigation, 22 various DBAs. They had a very fine system. becanse
we spent a year and a half investizating it, and finally had an inform-
ant on the inside <o we could find ont some of the ways they did.

In a period from approximately Mareh the 1st of 1972, untij we
exporedd them in a big press conference and sought litigation in July of
1973, we documented $2.3 million as having been taken from the
p(‘nn!('.,

They did not. of course. get veterans funds beeanse they were un-
able to et the Veterans' Administration approval. fortunately.

They worked the State very quickly and got ont before any of the
Seates conld get hold of them. The Federal Trade Commission
started to beeome involved in it. and we had some conversations, and
they finally told me. in exssence, they couldn’ do anything hecause it
wonld take them ton lone to o the investigation. ‘

T attempted to get assistanee from the Federal Burean of Investi-
mation, but they weren’t interesteds so T finally, after 2 eall to this
city-—amd at that time. a very good friend of mine. William Ruckles-
havis was the Aeting Divector of the Federal Buveau of Investion-
ton T ealled him and asked him if he wonld help me by ealling the
U, attorney. which he did, so that we got the postal inspectors sojage
on the thing, )

We finally were able to get one prosecution ourself. nnder onr law.
and we trened all of our investigation over to the United States at-
torney. They then came in with, T believe. 60 indictments. and these
peoble were prosecuted in April of this year. and were sentenced to the
Federal penctentiary. and T believe it was late April or May of thiz
vearthat the Federal Trade Commiission then eame ont with a consent
order listing the sehools and saving that the following schools had
problems, and that the big operation was in Indianapolis.

This is after we had completed it, sought their assistance, didn't
gt they said it would take too long.
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Mr. Wybrrk. If T understand what you are saying, this was just a
total fraud.

Mr. CLagg. Total fraud.

Mr. Wyperr. Inother words, it wouldn't matter what your rules and
regmlations were, as a practical matter, these persons weren't trying
to abude by the rules and regulations. They were iguoring then.

Mr. Crarg. Yes. sir. and that is the point I would like to make to
yon. that in an out-and-out fraud. there j- nothing that will stop thena.

They intend to do only one thing. and that is defraud the people.

Mr. Wybrer. Grab the money eud run.

Mr. CrLagg. Whereas the <chools with which we wark, the accredited
scheols. the sehools who make an effort to come under our agency or
others. the kinds of problems that we had with the schools aceredited
by the various acerediting bodios, somerimes there are more problems
of inconvenience to the school or the student than the fraud.

Mr. Wynrer. What I'm tryving to say. it deesn’t matter what rules
and recgulations you have in that ease, beeaunso they wouldn't pay any
attention to them anyway.

Mr. Craek, Right,

Mr. Wyptrr So that's a situation that you just have to handle with
the siermal conrts, )

But now. when yvou get down to the ease where you're really aoing
to aeeredit. and the person is going to try to become aceredited with
this organization. that’s where you ean pass some u<eful. helpful
fegrisiation,

Mr. Craeg. Yes.

Mr. WynrLrr. Now, what bothers me is, I'm not an edueation person
in the sen~¢ I really under<tand what this acereditation is all about.
as ~oon i~ sotchody comes in with a magic wand, say you're a good
uriversity or something, How exactly they determine the<e things has
always beer 2 kind of mystery to me. but "t's 2 form of licen<ing, in
effect. that's the way 1 jook at it. This is abont what it amounts to.
Yon go inand got certain facts, Like licensing a certain business, Yon
talk about licensing electric contractors or auto meehanies beeause
people got cheated. )

They o and they don’t get proper serviece. <o then someone proposes
we <hould license the auto mechanies, and that means the public won’t
et cheated. )

Now, is that the same idea. what we're trying to do with accredita-
tion?

Mr.Crark. No.not really, )

I wonld ~ay to you. sir. that there are three levels in this area. the
lowsst level being the leensure, Its a very simple thing to get. Some-
times in States, a licensure only meant that Yyou would register in the
steretary of state’s office to do business,

In some States, a licensure i385, 510, €25 for a license.,

The next step above that is an approval. which means that a certain
amount of investigation is done. in terms of the viability of the insti-
tation, and this ay be an onsite evaluation. It may be a partienlar
form of. vou know, 40 or 50 questions with a personal interview by
the principals of the business or industry,
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Thee final step. the highest step, philosophically, is acereditation.
Aevpedization hespeaks the meantg. first of @il of a minimal set of
standards, with the understamding that veu start goinge above those
statalands and veaching higher each vear aed climbing higher to im-
prove vourself. and acereditation, historieally. has been the kind of
athine rhat we want, We seek it

“We do not seck an approval. We have to eet it. We do not seek a
leensure, We have to got it, But acereditations we may seck becanse
we want to do hetter. so acereditation, when we speak in terms of
aveteditation, we're veally speaking about the thing that we are seek-
e,

Now. I would have to say here, beeanse T know some of my friends
are in the nudience, T argne with them all the time about the fact that
ours i=catled the Indiana Private School Acerediting Commission. and
we aeeredit, exeept we don’t give you the lisury of wanting the ae-
eredditation.

The State tells vou that vou will have it. so that in the arcuments
we have, destrovs the spirit of acereditation so T say, T do not eare
what vor eall it. bt we will do the process, hecause we do the same
thine. We <end teams of people. anywhere from three to six, to do
on=ite ey iuations,

We ool at the finaneial stabilitv. We look at the vonrses. We look
inte the instens tor qualifications, We look at every part and pareel of
the rn=itotion, )

Thie ie what i< done in a voluntar v acereditation, So T anes-o what
were savine, the Stares need to have ~trong approvals, not leensires,
trong approsals Keep the peer acereditng hodies heeruse this is the
thine that we seck, and the Federal Governpaent then epn oo to the
State~ who do an approval, which <honld provide yon with faets on
el stabidite and as mneh as possibleon hiovs e that ~hwol
mee D, and then thatean be need inoa detersination for wpeliiing e
Bt the jseranes of Foderal dollars, but o ae v ditation, i proomrly
done properly followed i kined of the T fpsate foran :||~3i:utw.:_‘.,

T nfortunately. the Ameriean eonsusoer doesi't inderstand aeerodie
fatione anel they are prone to aesept aecteditnton s peening toial
resprectability and aceorntabrlity, and m fiets that 't thee m some

"'l‘| -

Yo enn be aceredited and give Tonsv eonr-es, Diecaopse 1 v eredioa-
tior o1 s approval You mnst systemeiicalls sl comstantly wo badk
andd Toc ot that inst futien

Mo Wanrin Mre, Reanta?

Vi, Brerra. Fmomterested in your aectediation proeedure, In
doing, this do vou push to uparrade the contees amt i< there a danger
that vor uperade the produet ont of the matket for a potentind <t
dent who may be able to get some type of trmning that will provide
him with a nseful s149112

M Crank., Fiest of ailowe doattenmt to raise those standapds omee
wie e gone inwith the basie standan s, aad ave do this throngh our
tles et pelations underonr statnte,

I wonbl inject here that we <ensdingon these teams, experts from
hirair e e and indnstey and edneatien where necessary. so that the kinds
of people that ave Jooking at the <chool and what it turns out actually
are the people who will he ung that produet,
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We do Took at the comrses, We do not refuse a course, We look at the
cottse=, we see how well they are struetured, but, you know, as a State
agerev. i somebody wants fo come in and start a buggy whip school,
we have to et theny start a buggy wlip school. So ve do not attempt
to push the school so far that it will not be able to do the job, )

We try to be as gomd as we can in terms of assisting the school 1n
uperading itself, We have consultants who will work with them 1n
try g to raise the standards, ) L.

Mr. Recrera, Snd you're saying upgrading in terms of the objective
of awiven course, 1f 1t's to be to train someone and make buggy whips,
well then you re npgrading the relationship of that and not necessarily
comnunieative skills or some relatively

Mr, Crars. Whatever nakes that conrse relevant to people.

Mr, Rrarra, OK, plus the fact that the State has an accreditation
prosean. put you in a position then of a responsibility to the students,
b anse the State has sad tlas school is aceredited, and, therefore, the
stident has the right to Jook to that standard.

Mr. Cusene Delinitely,

Mi Rrevea, A= giving progiam validity.,

Mr Crwae Yesowe do. )

Mr, Recera. How do you feel it's worked in Indiana, from your
experience so far?

Mr. Crans, So far. T think pretty well,

We have not had. outside of that fraud which was an out-and-out
fraud, and one other that we just brought to the surface 2 weeks ago
which was~ an out-and-out fraud, other than these two unfortunate
episodes. it's been very good.

We have seen a teduction in the kinds of problems that we had
Defore, We have seen an aceeptanee now on the part of the school com-
munity. the counselors, the principals in allowing these proprietary
schools to come in and actually use facilities and take part in certain
school districts where they couldn’t take part before becanse of the
seal of the State throngh the aceredited process which we do.

We have had comments from chambers of commerece, from hetter
bustness bureaus abont how much hetter the sittuation seeins. T ean't tell
yvou that because we've done it that the educational produet = any
better than it was. beeause that's comething that’s really hard to meas-
ures but at least. T think. in the minds of the general edneational con-
staner i onr State. in the 5 years that we've been functioning. we have
seen a marked improvement m their attitnde toward proprietary.

We just had a doctoral study released in our State which was stag-
gering mowhat it implied, aud that was that husiness and industry has
aceepted these kinds of schools, the good ones, the ones that were
looked at,

They use the eradnate, They ~eek more graduates ‘rom these kinds
of ~‘hools, We find the general publie now responding a little hetter
to the proprictary field in onr State. and I think part of it nmst be
that we lave proven to the people that if the State says, we have done
thi~ sl we stand behind this, and I think that gives themn a feeling
of safety,

Plis we have come ont and we have slapped down vigorously the
frauds, which I think again proves to them that we are trying to do
the thing necessary.,
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Mr. Rearea, How many States do something similar to what Indiana
does,in this type of supervision ¢ )

Mr, Cranne Well, i terms of supervision, Ohio is a good one,
Pennsylvaaia, Mimnesota, Wisconsing Hlinois. California. We have
about 26 States s wevary in what we do.

The Stae of Oklaboma has an aecrediting commission, they eall it.
From tallving with <ome of my friends at the last national conforence
we hadand explaining to therr the entire procedure that we go throngh
in Tndhanae T do not <ee that alor of the States go in depth as mnch
ity wedo, in these teams that we <nd out, T <ee a Hittle ditference there,
but there are vanions levels of this investization done hy the States.

Mr. Ristry, Pmserey T oidssed the early part of vour testimony,
bt wivat do you seeas the Foderal vole, it any. in this problem area ?

Mrs Crovs Welloone of the things, T think. as tong as we have the
dolb v which are gome to e put into the edueation program. then it
hoeories the mobvof the Otlice of Fdueation, it becomes the role of the
Voererims™ Admupstration to see that the right kind of decicions are
prdes thor i aninstitution s aceredited, and an institution has proh-
lem~. id acere it on micht not be the only thing we ought to look
at il we reember that we must make the edueation available to the
stncdents then perhaps we had better put in some fail-safe svstem at
the Federat level so that weden’t ereate an institution which operatos
exelesively on the Federal dollars that come in and conld not make
it on it~ own withont the Foderal as<istance,

My Rivsvess Would vou favor a Fedoral statute that prohibits Fed-
era] funds inless the States bave some minimnm program of aceredi-
tation ~<imilar to ITndiana? )

M Covee Welll T'd hilie to not answer that immediately, heeause
I haven't thoneht of that.

What T wenl! soy —ves, T would favor some kind of a fail-safe svs-
tem to he established hetween the Federal Government and the States
o that we could perhaps head off come of these kinds ¢ 8 problems.

Unforturatelv, a sitnation wl:ich has heen repeatedly pushed at in
the press involving the technical edueation corporation in St. Lounis,
which had this problem in the monev—this looks bad for Missonri. Tt
looks< bad for the acerediting bodv who aeeredited the institution, but
actnallv the acerediting body had gone about as far as it conld @o, and
we in the States have worked with the acerediting body in tryving to
get the problem resol ved. )

Iad there been <ome other kind of a fail-safe svstem provided in
choo~ing this kind of an institntion for some kind of a choice to be
made, for other than an acereditation, perhiaps that problem would
not have existed. [don’t know. T can’t @ive vou any kind of a direct
answer to that, other than we do have to establish a fail-safe svstem,

Mr. Reairas Do you think that your gronp conld prepare the kind
of standards that we shonld put in Federal legislation as a condition
of States receiving funds? ) o

Mr, Crakk. You're speakine now of our national as<oviation?

Mr. Rrcora. Yes.

Mr. Craek. Yes. I think «o, beeause one of the things that's over-
looked sometimes, T think. s the fact that we are the State administra-
tors who regulate this.

Mr. Rrcena, How soon could you have those ready

vs
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Mr. Craee How woon do you want them? We already have the
standards developed, rieght now, )

Mr. Rrevra s soun as possible, T think it is a problem. Tt is my
nnderstanding that, for example. the Veterans' Administration pavs
the States now substantial amounts of money, in millions. to verify
schools hecause they ean’t do e, all over the country, obvinusly and
probably in the alence of State standards, or standards for the States,
the results might be very questionable,

Moo Craes Wellgvon sees withim onr national ss-ociation we have——
one of our officers i< also the national president now of the State
approving agencies,

Mr. Rravra, What T would like to see your group do is submit to us
the ko ol of standards that should be part of Federal aid legislation,
which would v i efleet that no Federal moneys from sy of the
agencies, VAU TTEW, or whatever, ean o into any State unless that
State has adopted a program meeting the standards for the aceredita-
tonof nroprietary sehools withim that Siate so that the responsibility
stavs in the State, for the approval of these schools, but that the
Federal Government can rely on that approval as having validity.,

Mr. Cranse Welll B owill assure vou that we will do this. We will
<tart on 5 We have already started on it by these position papers
which T mentioned before vou eame in which we are coming out with.

One of them concerns onr coneerns with the abu<es in the FISIL
program, and we have this one ready now, which is what we see as
newded to cheek the finanecial stahility of an institntion,

T thiak these Binds of thines, sir, conld be pat into somethine for
your use, 1 think that vould be the way it ought to be done, heeanse
I have to o back and say that 1 believe that we in the States must
be the tist in line,

Me Risuna, I agree,

M. Cragk. And the question is, we have not had an ability to sit
down with the proper diatog to get these kinds of things dene, I{ this
i~ what the Congre-s wants, this is the kind of thing we will want to
do. beeanse in the final analysis, all of us are after the same thing
which 1< neconntability, and we certainly want to work together to
e~tablish that accountability.

Mr, R How <oon coulil you have those?

Meo Craes. Well, what we have right now—how abont 10 davs?
I<that too lone ?

Mr, Rrets v Mre, Chairman, T think these ought to be submitted {o
t. e com nttee,

Mr. Wybrie. No objection fo that, I'm cure, and we will make it
patt of tt e record.

[ The mformation reforred to follows ]

AveUsT 13, 1974,
Congressman Rarpit 8 Recrra,
Specor] studves Subeomnuttee, Committee on Government Nperations, Rayburn
Huowse Office Bulding, Waskimgton, D.C.

Derar Conari ssatay Brarery e During my testimony before the snbeommittee on
Juls 17, 1974, sou a<ked of me, a< Prosident of the National Assaeiation of State
Admuni-trator< and Superyisors of Privan o Sebools the following »

What T wonld like to see yonr group do s snbmit to ns the k'nd of stand-
ards that should be part of the federal aid legislation. whieh wonld sav in
offect that no federial moneys from oy of the ageneies: VA, ITEW, or what-
ever, can go jnto any stiate unless ¢ stide has adopted a progrim meeting
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the standards for the acereditation of proprietary schools within that state,
so that the responsthility stays o e state (buty that the Federal Govern-
ment can rely on that approval as bz vatidity

I indhcated to yon that we would be happy to come np with a statement of
standurds that would be, inour estimation, valuable to establish stite oversight
for a portion of the mechamsm leading to eligibility viva-vis, federal dollars, for
the proprietary-profit or proprietary uon-protit wstitution, The following then,
is the initial statement of NARASDPN

To participate 1 federally fatded programs proprictary institntions must he
accredited by an 1geney approved by the 'nited States Office of Edneation, De-
partinent of Neatth, Fdaeation, and Welfare, There are numerous agencies that
hold this aporoval, but the nugjority of the proprietary sehools fall within the
jurisdiction of the National Association of ‘Frade and Technical Schools, the
National Home Stady Conneil, the Assocation of Independent Colleges and
Schools and the Cosmetology Acercditing Commission, The standards developed
by these acerediting bodies have proven to he substantially sufficient, However,
the ditliculty lHes within the number of on-<ite visitations that can be made and
an adequiate fail-safe sy~tem to he provided between the on-site visitations,

There are a muuber of states, who regunlate the proprietary institutions, who
have standards similar to those of the acerediting hodies and in some few 1n-
stances standards that are more stringent, These azencies “approve” the sehool
to do business within that state, whereas the acereditation given by the aceredit-
ing bodies is based on the educational exeellence of the programs and institation
and not whether the schoof ean legally do busines< in a state, Thus, there ix a
dixtinetion between the two words, However, in the minds of quite a few people
the two tertus are sy nonomens when used in the context of meeting standards.
We should note therefore the real difference between the two: Accreditation
heing it voluntary peer evalnation performed by a representative peer gronp of the
indnstry; approval heing the non-voluntary evalnation hy the state, required hy
the state, and designed to xee that all applicable minimal standards are met in
order to do busimexss within that state,

Before 2 lixt of standitrds ean he given to the federal Congress for their con-
sideration, we must be aware of the kind of standards that must be developed on
a state to state basis. The states that do have adequitte Liws generally apply the
following standards

(1) Application information —This standard deals generally with contraets
with elose attention focased on the trath in-lending aet and fall disclosure for
consumer information,

2y Cotalog eritorid —This stundard relates to the type of information that
mu-t be contiained in any docient that purports to bhe a eatalog, Onee again
attention as foensed on full disclosare of all operating procedures of the iastitu-
tron and highlizhted o that o student can make a decision without being misled
by oral stiatements of 4o agont or salesman of aninstitution,

(2 Admivaon poheies —This standard ix the most diflienlt to outline hecanse
of th» variety of <tadents and cubjects offered by the proprictary school In
sothe states they eover this by rale and regniation based upon a determination
miude s to the “hind and type” of inctitution being eviluated,

(1) Inmetructional enterin —This «tandard is evalnafed by the state ednen-
tional staff or by individunls, who by virtue of their expertise in husiness, in
dnstre and educationnt suhject areas are asked to perform this fapetion,
Ba~ically the mstrnetiopal neterial is measared to see that the most advaneed
materiale ave presented in a manner that ean be comprehended by the <student
and orzanized in i clear meaningful manner to actually prepare the potential
stiddent tor his e,

(3 Reeardkeeping eriteria —This standard provides for a system of record-
keaping that will detail &11 pertinent data on the stndent, during his training,
and after graduation, ineliding placentent and iob cuecess

(6) Agent/salesmen eviterio —This standard reflects the requirements necew-
sary to becoming a licensed representative of a sehno} Tt i< concerned with hond-
ing of the reprecentative, prohihitions concerning advertising and recrnitment
of potential students by the agzent /salesmen,

(TV Placement.——This standard wonld apply to all schools offering placement
ne\iatn]n('o., Methods of placement, as well as placement figures must be docu-
mented.
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(N Canedation and rofund  poliey- Perhaps the most difficilt policy to
statiaardize 1< what constitates @ god refund poliey. Al reqiire sehools to
adhbiere to a refund poney which must be elearly eaplaned to the student, and
Wi houst be clearly understood by tie agent,

oy Lyapment faeditiey, Ty ~standard is designed to make the institution
prove that equiptient and faeihities are not olsolete of that the facilities provide
At adeqiiite educatonal enviconment, Normally, atl <taudards are ~o written as
o pecinge b needless expenditure of eqapnient tnless present equipment does
not prov de wadern enperience,

1 Farudty eritenin —T1has standard is designed to designate the manner i
which faculty will be cortifind by the state to assiine hiowledge and compotence
in their area ot teaching The standards are geared as to reflect quahfeation
throngh on theyob trainmng (work experience) aud formal classroom training
toshicze, graduate sehinels,

cLiy Chrnistratice staff support.—This standard is designed to insure that
the student has proper channels of redress nnd that someane, properly trained
and cozmizant of the totid sehool operation i< always availabie to both student
sied nenley,

Az Wdrechsing roonnitment —-This ~standard  is designed to provide for
cthieal bebavior on the vart of an insntution, its stadY and represettatives 1 the
veeof  multt-media advertising,  seholarships or grants, and  reerunitment
Pt e N

S Pinaneiad statality This standiird s designed to tnsure that the student
1~ pete cted ezt any lossanearred by the institunion or its representatives in
1ot Detthng the contenctual arrangements between student sgad instintion, (This
Isareentiesa by dith ale standarnd to mahe uniform siuice carrent bondiug respute-
Bttt s Gy ot ST 00 To S50 O (60 1 i

e above sturdaids are cvenerally tound inall the states who do have adequate
Taws They notially wall o aforee the basie ssatute by Rules aud Regulations,
i attempd to acvelop i fort laws throughout the L1y states, the Bdueation
Coramtssiodt of the State s developed o legisltive model for states to adopt if they
wooRad e BUS madel as n good, bisie outline for ench state to adopt.,

NARANES has not, officially, made a statement supporting this model, Pri-
iy, ihe reitson has been due to the attempts by NARASES to develop its own
Tesisintive model Yety the magority of the membership of NASASES teels that
the basic ECS model s the best taol available to the states seho wish to prepare,
ar ~treanline, an paeney desighated to approve proprietary schools,

The whantige of 4 state regulatory body 1< contained in its abidity to renet
sy to probles, The ageney ean reqtiest yearly reports attesting to cantinued
eomplnttce with the standards and it ean detach staff to make onssite vi- itations
et resular lasisg This ability of o state recutatory ageney to act innmediately,
when coupled with the peer e cduation performed by the acerediting bodies, pro-
Vides o duality of purpose and accountabality, Working in nnison the <tate and
joer evohiibion groups i provide st hands-on oversighy that wonld be most
e'pful to the federal government, Yet, there is one poing that wmust be raised
e T ole We nentian the ~tandards you requested,

Noetion L2500 020 of the Congressioupl Directives coneerning eligibility state:
“A o cational sehooly ds legally authorized 1o provide within that state, a pro-
e of postsecondary veeational or technical educention designed to tit individ-
u's for useful einployent i recogmzed occupations,” If Congrese meant what
omphed an the Hlicher Edueation Aet, then it would <eenm to us in NASASDES
thi perhnps the states already have an authority to help determine the eligibility
of the dnstitntion, but have not been allowad to exercise that antharity by the
1w of Fduneation ! “

Pethaps tus is beettuse no program can he implemented between the tates
ahd e federal wonvernment antil the states heeoe strong and wore importantly
ds mtor as possible Presently, only o handful of <tates could he of asistance
i estabisbiine ellgibhitity atdd they <hould be ntilized, Therefore, presuming that
the states ean be tsde pnnimally nmform, we wonld then sabniit the following
~tandards that conld be used by the federal government to measure the states
sthihity to provide tie needed assistanee

N federal money s will be authorized for disburcement to any state for u<e by
ehuble proprietary schools unless or until the federal government finds that the
stite ngeney of control requires the following standards be met by the proprictary
w=ntntion domeiled within that state §
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{1) The ~chool has 1 sound finanddal structure with sufficient resources for its
conlintied sapport.

2) The school has satisfactory training or edneational facilities with suflivieat
toals, supplics, or equipment and the necessary number of work stations or [RALES
rooms to adeguately i, instruet, or educate the number of students cnrolled
or propused to be enralled,

4y Lhe priviate sebool has 2+ adequate number of gunlified instructors, sufl
cienily trmned by experience and-/or education, to give the fustruction, edueation,
or training contemplated.

(4 The advertiang and representations made on behalf of the schoel to pros-
peetive students are truthful and free from misrepresentation or frand.

(31 The echarge for the training, instruction, or education is clearly stated and
based up o the seevices rendered

6y The proenn < and conditions under which the students work and study
are samard. healt” “ul and <afe aecording th modern standairds,

(71 The cchoot Bas and follows o refund poliey as established by the state,

{1 The seheast and it < representanves are honded to provide indsmaificatlon to
any student saffere loss as o rosult of any frand or misrepresentation,

The provwsed standard - are quite simple and we underctand that stiplistie
appromch toon compley problem is not always worthwlile, We believe that these
crzht standards expanded through the pronmleation of individual rules and regu-
Litions i cachr state wonld provide the safegaed

Acereditation is but one tood that should be used to establish eligibility, The<e
<t ditrds sre desagned to aliow the state to make the judsment as to the insti-
titinn'~ ability to funetion ns 1 bong-tide institution, Conpled with the edica-
tional fndements made by the peer evahuhve group these standards will provide
thee Federa]l Conarvess with o niechanism to establish accountahility,

1 wory] eanphoasize amn, that we must utilize the two primary sonrees of oli-
gibility nvestisation thit We possess; the stiates and the nationally recownizod
Aecredtt neomstitntions We must not foree states into attemping to become
pationml necrediting bodies, This wonld ereate 2 symphony of confucion =0
orchesi=nted as to, provide a technoeraey that wonld strangle edneation, We
w1 onot foree acerediting bodios intooa battle of survival with the states, We
i t et eroate o diseordant nniverse that wonld favor additional exploration by
cither the VAL OF or the FTC We must provide for the duality of expertise & the
It atpesting torthe abitity to beon viable institution and the acerediting body
Wttt to the ed ationad wori b of the conrses and the institution

We. 1 the National Associntion of State Administrators and Supervisors of
Private Schools, trist that these cight standards will be of value to you and
Jour cotlenases

Respectfully,
Jostrir A, CrARK.

M Rearnn T woenld be frterested to know i yonr ageney in In-
diana part of the State department of edueation, or it a seperate
ageney accountable direetly to the lesislature and the Government?

Mr, Crong, Onr ageney is a little different in our State than most
other States,

1f T mav, we have thres in Tndians, We have the commission for
Nicher edneatione v hish deals exelnsively with the Stete gvatem, We
Tave the State devartient of publicinstrmetions and then ¢ cageney
deals excPrvely with proprietaev, profit and nonprofit, &e even
loak it colleaes and v e have looked at universities,

Wo do not eare whet her it 1< profit or nonnrofit,

Mr o s World von come into confliet with the commision on
hinti rodueatfon an that nomnt?

M Coovex No heeanse they are strietly the State supparted institn-
trone. Weo b e doatine< with thenat all,

Me Prat e Do von have State supported technieal institntes?

Mr Craen. Yeg, we do, we have one ealied Indinna Voeational
Technieal College.
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Mr. Reavra. Now. is that institution under the commission on higher
education ¢ ) .

Mr. Crarg. Yes, sir: under the commission for higher education.

Mr. Recura. And that's a 2-year ternnnal Yrogrnm. Do any of your
proprietary technical vocational schools have transferability of
credits?

Mr. CLark, Yes. they do. ) )

Mr. Recera. Who evalnates those. the receiving institution ?

Mr. Cragrk. Yes, in about the same fashion thut ACCRO evaluates,
has standards set np for the transfer between eolleges.

s a matter of fact. in onr new rules and regulations. we have now
a new regulation—we have all the standards in there for an as<ociate
degree which may be granted by an institution. and what we now call
the professional graduate degrec whieh is 3 years.

Mr. Recvry. .And yonr organization then can preseribe standards
for the wiving of an associate degree ont of a proprietary institution
if they meet certain standards?

Mr. Craeg. Yes.siv:and these are the same quarter hours, scnester
hours. clock hours as one finds in the 2-yvear junior college,

Mr. Rrarr v Itsa substantial responsibility that you have.

Mr; Craek. We are the ereature of leeislature and responsible to
the Teaislatinre, and T wonkd adil we are a metit aceney. Theee people
atling the ageney are hronght there beeawse of professional coni-
petener casall agencies are with the exeeption, it there is a chanee in
the polvwal climste it does not nece=sitate a change in onr agency.

Mreo Riovne Are vou funded by State fund-. or do you have a fee
thet vou Ty aminst the sehool?

Mro Cr ks State fund<. We have fees, bt that doesn’t snstain us,
We ool that we conld not hive off thow fees, beenuse if we raised them
wewonld tay ont of existeree a ot of the small operations. and that's
no! the States rolecto do that,

Mo Rierew Thank yvous Mre. Chairman. )

Mrec Wanir k. The only thing that T see as the danger of this whole
siteaticn an 1 ihis accreditation—of conr-o, people wly on it. whether
yoi like it or not, and all o «chool has to save it's aceredited by the
State ofiicmal orgarization of the State of Tndin. and any bhody read-
i thint takes it for granted that o must be w goold school. T mean.
thet™ the normal onan assumption.

Now, is there any requirement that anv advertisings malkinge that
kind of a statement alea <tates that this does not—vou know, cive a
varning, look into it yourself, make snre it's the kind of cour-es yon
wart, It doesn’t wear becmise we're aecredited you're going to end
1ip being happy with the education and the services yon recenve there,
and =0 on,

Mr. Crakks Noo we make that perfeetly elear, Tt's hard to sleep at
misht sometimes whea vou think about that seal, This is the thing
they neecthe seal. Thisschool mav ntilize this inadvertising and every-
thine, vou know. and. as a matier of fact, if 1 nayv. when the seal was
developed we drove the seeretary of state's office wild beeause no
Ntateageney had submitted a seal for adoption in 75 years, and they
dudn’t know what to do with it
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Tt seal indiv ates that the State Las done <omething, Now. we warn
the veople also, we will not recormmend an institution to anyone who
catis into the oifice. We will give them two or three or fonr comparable
pecrclited institutions, and we will tell them that what this means s
that there is a problem that corll result from going to that in-
st trevsthat wew st tiemom the settling of that problem.

We are very eareful not to make a flatont <tatement beeanse it is
my opinion that acereditation does nor give one thing, whiel is ae-
conntability, and just heemse a conr-e is aeermdited doesn’t mean that
IS a0 goed conrse, and it very diffienlt. and this is what the publie
dees’t anderstand—they aecept acereditation as aeross the board, and
that’c not true, hecmte uny conrse, any given professar, aay given dis-
eiptine ean beo von know, flawed a Yittle bit, But it does nean that it
ha Feen looked atean effort Las been nade to make a determination
atsd 1o wive them the protection of having one place to wo if problems
arsand T wonkd say that we Lad, at least 30 day < ago, every eom-
phifnt that eame inty the ageney was settled, and vot all complaints
were ~etthed for the student becanse we fonnd in the investiention that
soreof the shinlents aere wrone, They were geing aginst the sehool,

W fagnd that to be trae, so there's nothing to do about that.

Mr, Recrn v Mre. Chairnian, Thave oise gquestion.,

Can a proprictary school operate without your seal of approval?

M Craeg, Noosir

Mr. Reavras Sooin effect, every private profit or nonprofit pro-
prictzty <scheol wilt either have that seal or theyre not in business
| S FRLTES X

Mr. Crars. That's right, and they ean have up to 2 years to go
thiengs the entire process,

Ve Recers. OF accreditation ?

Mr. Craek. Yes: and then every 5 vears we send teams haeck in and
every year they send in finaneial statements, and ail kinds of things
bhe rhat te keep it np,

Mr. Liswias. ' trving to get a little per<pective. Mr. Clark.

Isn't it trne that the veterans' benefits for edneation lewislation
pPlaces a oreat deal of trust in the State<? The VA doesn't nwnally
mspeet ~schools—the VA telies on the State approval ageneies and
pavs them for their Tabor, some R12 million a year, I've heen given to
undegstand that we've wotten very spotty results from this,

World yon comenr that zome States have donie a good job and that
sons Srates have done a poor joh?

Mr. Croaek. Yes: I would conenr. Tt's unfortunate,

Mr. Lostan. That they are being paid to do this job by the VA

Mr. Craek., That's rieht.

Mr. Loy, With varying results.

Mr Craek, That's right,

Mr, Lurwas. Yon mentioned on page 2 of your statement shont the
bl k eve siven these schionls, such as when counselors re fuse to allow
them to come into public school counseling facilities.

Now, were you tlling Mr, Remila that beeanse of your State ap-
proval. that some ~chocls b Indiana do permit this?

Mr. Crark. Yes.

Mr. Leyran. So younhive talier aseay that black eve?
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Mr. Craei. They are becoming more aware of the schools amd they
are allowing them to come m. aud the episodes zow, as i result of these
thines, have been good.

The student has come aek and said - “Gee. it was wonderful, I eot
my job. I oot plcedo 1ot © thing that T wanted.”

Me Loesas. This s for what, a high sclowd semion ? There is 2 room
in the high school that yon allow a [noprictary school to set up shop in
anedtalk to him it he wans to? )

Mro Crasine Y2 they e varver nights and they come into the
anditorinm or designated roems for institutions, and oftentimes. the
career chool or trade technieal school just ean't et in, They just won't
let them in. ) )

_ Mr. Loy, In this ease, you do let them in, just as you let collewes
mn?

Mr, Coaek. Thas '~ richt, )

Mr. Lesas: You mentioned that von have averediting. and yon ac-
tuzlly inspect these whools, amd. T assume, Took at the conres and
evaluate te qualifications of the teachers. When You were listing
other States thai did a ool job. yon mentioned Califoruia and Penn-
svhamim and O, but do” these States actually do this type of
acersditation

Mr, Craek,s Not as such,

Mr. Lusnaw, Bs there any other State that aceredits in the way that
Tnddiane dovs. whe e they actually supplant or replace the national ac-
crediting as<oeiation ? )

Mr. Cres. Well, Mianesota has a provedure similar, Wizeonsin,
Ohio, they all have proesdures <imilar to what we do. I don’t know
of another State. right now. that sends in in the manner that we do. to
look at evervthing,

Most of them either have the approval or the licensnre. and as I
meant 1o =ay a moment o, the reasor we get into an argument. that I
et into with the acerediting people. is beeause we uce the word acered-
ited. bt vet we don’t give them the opportunity to sk for
acervlitation.

So vhatever, T don’t eare what you eall it, but we will do the sanwe
process, which is the emsite, svstematie, point-hy-point evaluation.

Now, the States vary. This i< snother thing, that we are attempting
to dao throngh meode] Jemistation ix to gt the procedures more or Joss in
line <o that they begin to have more ill-llopth look.

Mr. Lewas, Ar there other States that wee a seal like xour< and
allow the schools to say that the State has examined onr facilities and
found ns to e OK. or are you the only State that does that 2

Mr Craeg. A< faras [know, we are, ves.

Like Ohio—we o uot allow advertising unless they have an ap-
proved advertising code which they cannot get until they get a status
with ns. )

Mr. Leanwys You have this recponsibility then, if one of xonr
schools s hankrupt, which happens in other States anvway. that
wople are certainly going to tirn to the State and say., “Why did you
{vt me o to that school. why did vou let them display your symbol?”

Have you had one go bankrupt ?
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_ My, Cragg. Yes. we did. We had one go bankrupt, and it was a very
interesting sitnation.

We had gone in—we have in our log—to back np for a second and
to put it in perspective—we had the right in onr law to accept or
reject accrediations isaed by nationadly  recognized  acerediting
bodies if those mect or exeeed our stambards,

When we tirst started. we had such a great number of institutions
that we had to do something with. that we extended to AICS,
NATTS and Home Study. that if their institntions were aceredited,
in goodd shape. that we wonkl antomatically grant this approval with-
ont sendings our own team in, They would do the bonding, and these
thines that were required.

In this one instance. it was an aceredited institution. and during
the conrse of the investieation. it turned ont later they had licd to
the acerediting commission itself. In came the national acerediting
commission, and they bad falsified records. and the acerediting body—
of vonrse, there wonld have been no way that this wonld have hap-
pened. that they wonld have known that this wonld happen. so the
sehool called 1= and stid that they were going ont of business. and
there were pblems, <o we worked with the school in getting them ont.

We saw to it that all of the students that wanted to continue with
their edncation were transferred to other accredited institutions at
no charge. We worked with the loan companies an« the banks to see
that the loans were settled properly. We worked with them in putting
them ont so that there was no dissatisfied customers.

Mr. Leamas. You didn't have dozens of students holding the bag
in this use?

Mr. Crark. No. we did not. and it made ns red-faced gnite frankly,
and it made the accrediting rommission red-faced.

Mr. Recvra. In all fairness, you know banks. and =zll that. are
licensed by law. thev go bankrupt too. so I guess it’s not just in this
fiekd that these things happen.

Mr. Lestay. You know, the traditional eoneept of accreditation, as
T seem to anderstand it from what I've read, is a peer gronp proress,
at least certainiy the collegiate acereditation is that. T take it in the
State of Indiana that yon accept the rewional acereditation given to
Puridie. for example. The State doesn’t go into Purdue and accredit
it. riccht? .

Mr. (Lark. Right. )

Mr. Lisax. 8o the proprietary schools are a special case for aceredi-
tation. Now, why does the State do this. in view of the traditional
concept that other penple doing the same kind of work will pass on
their peers. which is the way the acereditation is carried out ?

In other words, why not rely on the three or four major proprietary
school acerediting hodies. at least for the things like the course review,
if not the business practices and advertisements?

Mr. Cr.ank. One of the reasons. [ think, is that proprietary educa-
tion is a child of one of the things that created this couniry, and that's
the .American free enternrise svsten, )

Tt happened to be bisiness that haprened to be dispensing educa-
tiopal serviees. Now. that i heresy to eineators beeanse one does not
make monev, and if T mav add a per<onal note, gentlemen. I was ac
one time a member of the Indiana Tlouse of Representatives.
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I have been e the committee medtings on education when the budgets
have been presented to us, and T have just about died looking at some
of the things that were requested. Bat that's different. you see. beeanse
that's edeation. that s edueation sponsored by the State, that's tradi-
tiomal edneation. that's Ivy Leagne edueation, 2o that's fine.

But not proprietary. 1S a business, and for heavon’s sake, we ean't
do that. beezuse it's wie of the mest saerd cows in America. edueation
i=. and evervone knows you don’t make money at education. So we
actimlly nmke the proprictary sy<temw <submit to ontrageons reguests
and we let the Ligher edneation community in our States gt by by
doing outrageons things,

Mr. Luwax. That happens i your State. too?

Mr. Coark. Yos, ' N

Mr. Luvas. Beeause von do not have a counterpart in higher
edueation,

Mr. Crarg. No. Now. even that acereditation, von see. if T might for
a second, lot us assmme that I o to an institution which I wont name
beesinze T have to get on the okl plane and go back to Endiana., but let’s
a~-nme I oo there and T take 2 f-year conrse as a seeretary.,

The inst vution is acensdited.

Mr. Ricrra. By whom? o 4

Mr. Crang. The North Central Association which ix a regional ae-
ereditie s body, which & different than academice accreditation, which
s different than a national zecreditation, ) )

Sooanyway, I wo to this nice nniversity, and this university is ae-
evedited. They have seen that proprictary schools do a pretty goml
joboso they want to have:a technieal conrse. ) )

o they put in zome technical conrses, and they put in o business
corrse, anld 1 take that course. Now. beeanse the mstituytion is ae-
eredited, I transfer to Michizan State University and T have a L-year
wroeram as seeretary at the institution- Pl ne Dediana Eniversiy,
L-t s =ay—und I transfer from Tndiana University, T went 1 vear to
Indiana Unnversitv—which they don’t have—its just an example,
but s 1-yeas conr<e in business, )

I transfer to Michigan State. Michirmn: Stat  is aceredited. Now,
acereditation to acereditation. ACCRO =ay= all my eredits ean be
aceepted at MST, but the point is. the conrse, the [-year program that
I took was not aceredited, and no one had ever looked at that course
in the ‘nstitution to see if it was a good course,

Now. that's a fraud.

Mr. LuMax. Let me ask you about the Federal role which we talked
about before,

Oi.e of the Congressmen who testified yvestenlay pointed out that
the Federal Governient, by stimulating the funding of people going
to edueational institutions—in this case the proprictary voeational
sehools—had helped to ereate the problem.

Do you think 1t's healthy for an institution, partienlaily one which
is a qualified lender. to have 90 percent of its students federally
funded, either through the VA or insured student loans

Doesn’t this undo the free market concept we have, that the school
will attract federally funded stndents beeause it's attracting other
students as well. when in fact, the person selling the education can
alsosell the finances ¢
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Mr, Crovss < wione, The Government bas helped ereate some of
the peroblomse Ly ostablishing standands where ope can meceive mone

No =cheol shoudd e <tavted by basing its whole future on reeeivines
either V.U muney or the auaranteed student foan proceam. No zschool
.\h"”hl h.- N1 'll"li--,'_‘

AYR y'q-l'-'u-f\'t‘ a<chool, itsthere to teach, not to & 1l

T think there <hoshl e sorne Kind,as we vt lagend o pronuent aen,
of fail-<afe «v<tem beennse in my ovn experien e § Lave seen <ome
institntions back heme got into deep imancial probloms when they have
basedd it o VoA andd l!l-'_\' have based it on the ;_vn..-l:mn-(-«l stivddent loan
proseerey,

Te's Vlee anvthang lee, 11 van oive it to hime and it daesn’ eost him
anvthiner, be isn't going to do it amd i he docs it it st soine to b
ron b alien ke oots doree bt 0 be s to put 5 own foot into it aeul
pav Bisown om o rovinto it then Yo b tha rann < arting the sehoa! or
be e the strdont cominer throtel: 7 Trant door -

Mre Lo, The VA has what,a 1-pseent non-V A ratio toda v, do
this e ? )

Me €0 e, That™s rirht

Ve Leweaws A< Toanderstand it, Teanllv, vou can have that 15 per-
cent receit e federally insnred <tndont Toans, em vou not ?

Mr Craii, Yoo, )

Ve Loewav, So vonenn have a schiool that s attended 100 pereent hy
fodderaliv Saneed <tivlents, '

Mr Crane, Yos, )

M= Lestawy, Do ovou think this is healthy for the schoel or the
sindoent ?

Mr (Cranrs Neither,

S Losaww, What would yvou sugoest that we onght to do ahant
thut /

Mr Craek. Welloaaain, T hate to cav anvihing beeanee the problay
B b foro hoels ton aqtiestion von as! e-ba moment aao, in the whele
problem of nrosristaviness and aceredit ition approval veris the ot ber
b, we Bad g tendeney to overremet, andd x\'c-'\ ~ ol ill., we've ('l;nnm-nl
dowrand if wesudd lv elamp down on the abilis 2 ta receive the Ful-
el doltars i ve're not cxreful we will hnrt the <tident T nege 1he
stuel nt <honld be abie to wet the money to oot the edueadon regardless
of whether it atrade schoo! or college.

T wonb] el wioat to <1y too nuich, beeanse T'm afeaid to <av somes
thine without thoroushly thinkine it ant, hecanse we confd have all
Lineds of probleme if we limiterd, if we had 83-15 for a total inctity-
tiore  tha, mivht v ork: it micht nat .,

Tf we were certain it didn’t cut off an interest someplace else. but
something mnst be done. ) )

Aeereditation s not the answer to the eligibilitye. Tt is unfair to
those mstitutions whe grew by their own blond and sweat, to he g
vinhle inztitution, to have some charlatan eome in and mm it, com-
pletely funded by the Government. knowing what wey happen and
probably will happen, which 1z that it will fold.

Mr. Ly, Tat me ask von about your relationshing with the three
bigr . eereditors you mentioned.
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You apporently think that come additional <tep is needed heyend
their checic on the school’s quality, or vou wonidnt do it with State
faund<. but how have they been in teems of responding to complaims,
and dovor pass the o mplaints ga to these negjor acereditors

Mr, Coosese Wells tinst of alll T eonld not as a State offis ial ask for
better conperntion from any one,

My oun policy as conani-siaper s that when the prohleny cones i,
I pick up the telephone and eall ¢ither Bill Fowler r Bill Goddard
or Dana Hart, We alert them t, what we found, we send them com-
plaint~, ) ) )

If it 12 a complaint that atfects the industey serionsdy, if it’s an
indiv idued complaint on an instinution acetedited by them, we 2o to
that institution, but things that come up that could have an effect
npon t! - total indostey we sall theme they enll us.

We Ly e anexeellent working agrecment. )

The only dis<ention that we have, any one of the three of us. is the
et that T <av oy Stgte aceredits and they soy Fean’t <ay that. and
that's the ondv arcument that we have,

But 1 vinnot puaise the theee aecrediting commissions enough. for
what they do. gentlemen, thev do wells

Mre Lo They holdup thetrend of the trianede?

Mr. Cosnne Fhey hold ap ther end of the triangle, The problem
resalt< wiven they have people within their own industry who will
nots ooperite with them,

Me LN Ye, ) o ‘

Mr. Crans. Anet the point is that events do not happen in isolition,
so il one merbe; o lers sav Home Stady Couneils orestes probiems
for the conneil it Tooks bad for the total but in faet. the connedl itself,
the caomizissions. the members build beantiful relationships.

Leonild not ask foranything better. )

Me. Browaxs Are vonsavine that they have linitations in what they
cancompel their members todo

Mr. Crask. Yes: they do,

Mr L s Let s ol that a step further. )

You talik about OF nev-hine to aet tovcher with the acerediting as<o-
cintions, Profescor Orlins nuude the statenrent yesterday that there'sa
Tinut to thuse in that the ol massive retaliation that OF has is to
rhrow out the weereditine association and when it does that, it throws
outan e ful ot o gomd schools who have played the game and appied.

Andhow g wedeal wath that dilermma £

Mr. Cranis That= o hard one to ar<swer, By being more foreer 1
o times ¥ou know., if the sdministration of the acerediting hody ha<
~pport from the Feaeral Government, let™ say from OF, with a
thieat. that taehs tem ep in dealing with their own member.

I the seerediting comiission gets no <upport from OF. then that
weakens thewr administrative position with their own meber,

Somehon we have to make a backup for the admblistrative staff of
the variens commissions to get toneh,

I have talked to wehool owners who are represented in the three
accrediting bodies, and their attitude s, don’t talk to me. T have a
schact onr these, You know, von gnas in the States and the Govern-
ment.get out. Don’t hovher me, ve got to make money,
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mo he continnes on his werry way, ereating problems which come
filterne back to the head oflice in the acerediting commission,

W wet irritated. We threaten to ent off the acerediting commission.
The Federal Government gets irvitated so they say, we're going to
thiow ont the acerediting comnussion, and that is eriminal because if
they oo that, m the tinal analysis what we're all inis, again, account-
abiliry to that studentand if we wonld throw ont the whole aceredit-
ing Commission then we would Jdo a damage that could never be
repaited.

Mr. Luman, U'm not certain where we go and how we do it. but there
has 1o be o little better communieation between the three of us to pro-
vidde perhaps what we vsed to eall an edueation, when you were talking
about disciplining a child in elass, yon either used foree or yon nsed
threat of foree in the old days, so perhaps we need some kind of a
threat of foree that will assist us all.

Mr. Eosax, In your statement, yon zeem to be rather uphappy with
the Federzl Trade Commission on a mnuber of grounds.

If T might cover a emple of those. First. von seem to be unhappy
that their aulvertising, which they told ns abont yesterday, doesn’t ae-
centnate the positive enough. )

Now, what wounld it take. in your opinion. to make that advertising
£air? Would von want them to add that some of these schools are good,
or what would vou want them to do? o )

M, Cuaeg. T must sav. the ather day T was driving to the northern
part of the State. andd T turned on the radio. I was near Chieago. and
thi< advertisement eame on for a private sehool. and T almost wreeked
the automohile getting to a telephone to eall the office to send one of
mv investizators ont, and it tiurns ont to be the Federal Trade Com-
mission. their ad followed up then by a Chief Ironside. or Perry
Mason. or whatever name von want to eall it, and T almost went off
the road because T thonght. oh my heavens, how did T miss that one?

But it was terrible. Absolutely terrible. and then here comes Ray-
raond Durr. .

Vou. Ravinond Burr to John Q. Publie i< like a God speaking. and
wl m e savs “This is bad”: why, I wouldn’t tonch that school with a
10- foot pole. )

Mr. Leyvay. But the question ix: Can we still have God speak to the
people. and maybe he says, 1 eople, there are also some good sehools™?

Mr. Cryrx. Yes, we certainly ean.

You know. I think T could train a haboon to do a better job than
the IFcderal Tiade Commission is doing when it comes to helping the
industry.

I vould train a baboon to do a better job.

Mr. Lesan. Do vou cooperate with them?

Mr. Crark. Definitddy. and T wonld add here, in all fairness, I didn't
mean to he facetious. I meant that statement.

I ve had excellent cooperation from individual attorneys in the
Federal f'rade Commission.

Some of the sharpest yonng attorneys I have met have been some
of the voung men that I've worked with from the Federal Trade Com-
mission. but it’s not them.
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I wrote a letter to the Chairman of the Federal Trade Commission.
T got an answér back, I think. I had sent a copy of it to our Congress-
man ju-t as a matter of conrse.

They in turn received the letter from the Chairman, the copy.

One of my own Congressmen wrote me and said. vou got a letter. I
think, and T wrote back and I said, yes. T think we both got a letter
with an answer, I think.

We have called them. we have alerted them to cases that we were
going to do. T did it just 3 weeks ago, and T had a conversation just
l(:wt week with the Federal Trade Commission office out of Kansas

City.

The thing that's bad abont it is that we have the cool cooperation
from some of the attorneysihat we work with, but unfortunately, these
men are not in director positions or higher. )

So let me give you an example of what happened, which is why I'm
so irritated.

We had spent a yvear and a half on this frand that T mentioned a
while ago. We had contacted them, we had given them inforniation,
we had agre=l to become an expert witness with them.

They then had one of their people come in. to Indianapolis, Ind.,
and make a speech before the women'’s group in which he says, acensed
me of lving. accused the Attorney General of not being able to do any-
thing. and acensed the legislature of our State of suffering from apathy
and a lack of coneern for the public welfare.

Well, T became completely nnglned over that. I did not speak for the
legislature. I did not speak for the Attorney General, but I certainly
spoke for myself, and I sent back a letter saying, you know, don’t do
that ever, don't come into a State and make this kind of accnsatior,
especially when we are the ones that were responsible for the exposé,
and had assisted you. )

So on the one hand, ves. we get cooperation from individnals. but
the Federal Trade Conmmission itself—and if yvon think I'm irritated
ahont the Federal Trade Commission. you ought to speak to some of
the members of the nationa} association. .

At the national conference—sce, you get me so upset I'm getting
angrv—we had our national association meeting in April in Chicago.

Mr. Frank Albanies. who is my opposite number in the State of
Ohio—T have seen Frank mad once, and it was there, and I thought
he was going to kill the guy. )

Mr. Lusav. What is it. that the Federal Trade Commission doesn’t
cooperate with vou. or that it ignores you ?

Mr. Cr.ark. They do not cooperate.

From time to time, they say, well gee, we would like to help but that’s
confidential information.

Mr. Leatan. In other words, they have information ahout a school
that vou have jurisdiction over and refuse to share it with you?

Mr. Crars. That's right.

Mr. Lusay. That happens?

Mr. Crarg. Yes. they iiade the statement, for instance, that we know
yon've got two frands operating in your State, and yon don’t even know
about it.
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Well. T thought that was a brilliant thing to say to me. Tf T didn't
klnnw about it, I would have much preferred that they ‘told me about
that.

Mr. Lestax.Are we having problems here where everybody wants to
get eredit for eatehing the car theft—y on know, the old thing between
the FBILand the loead police/

Mr. Craek. Oh. T wonldn't want to say any more than 've already
saill. T think that one should always make his nest a little better than
someone elee's,

I think that it's unfair of them. because T don't think they know what
they're doing, )

P speaking right nows for 42 States in the Nation when I'm telling
you that they are so up~et with the Federal Trade Commission that the
Chatvman had best nrderstand it, and these are the States who work
with proprietary schools.

We are sick and tired of what we are seeing, and I will tell you
gentlemen that what's woing to happen, is that at some point we are
going to start tighting then in Congress and the Senate, and when you
stop and multiply the 42 States by the munber of Congressmen and
Senators we have, T don't think the Federal Trade Commission wants
that kind of a tieht, )

Mr. Loy How do yon get along with the other Federal agencies?
ITow dothey cooperate with yon? V. and QL5 ?

Mr. Cuagk. Well. fine. T think,

You know, we got cooperation. We work with John Proflitt, we get
tremendons cooperation ont of there.

Mr. Luaray. Do they share complaints with you that have relevance
in vour area?

Mr. CLagrk. No. )

Mr. Lraavs Do you need some big center to do this? Appazently,
no once talks to anyvbody in this business.

Mr. Crark. Yes. ]

Mr. Recrra. Along that line. do the Federal agencies that provide
funds accept your acereditation?

In other words. anyone that wants the VA loans or guarantecd loans,
et cetera, Is it antomatic that they are approved if tTney’re going to 2
school under your supervision? )

Mr. Cragg. No. Inthe case or the State approving agency in Indiana,
we havea very fine communicative link.

When we approve a school- -well. first of all, they ean’t approve it
urfess we do, beearse we have abeolute anthority over those schools.
Seif the VA does it. then it looks bad if we put them out of business.

Mr. Reatis, But what I'm asking, do they second guess you at all?

Mr, Craik. Not now,

My, Risrna., They just aceept it? )

Mr. Crark. Yes; and we go out with them, and they go out with

us.
Mr. Recrra. Tf there were Federal legislation setting minimum
standards that the States had to adopt as a condition of approval, do
you feel that if this were enacted. that should be part of the legislation,
that the Federal agencies supplving funds would have to accept the
States approval as the last word ?
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Mr. Crari. T would think so. T would think we wonld have to stream-
line it so that we didn’t dupheate it.

Mr., Reerra. Yes,

Mr. Leaan. Just to get this clear. The Office of Education and VA
through the State approval ageneies. place a great deal of respect on
b creditation by a nationally recognized ageney, like NATTS, Home-
Study, or ATCS. Now, your acereditation 1s not today recognized by
the National Aeereditation Commission, is 1t ¢

Mr. Crarx. No.

Mr. Lusan, So if I'm running a school in Indiana, T have to get
your ~eal that you have on your hooklet. but I al<o have to get NA'TT'S
or [Tome-Study or .ATC'S acereditation to be eligible for the Federal
in~ured stident loan, do T not ¢ )

Mr. Crark. That's right. If you want the money, you have to get
the national acereditation.

Mr. Lratay, So as far as Mr. Proflitt is eancerned, and the commit-
;m-‘lth’:u he reports to. you are not a nationally recognized acerediting
ey ¢ i

Mr. Crasi. That's right, and T would add, gentlemen, that we don't
want to be,

‘Wein the States do not want to become natioual accrediting hodies.
What we want to do is provide for our State and its people the thing
that we ean do. working with them in unison, with the acerediting
body and with the Federal Government, but there is a little movement
now which is forcing some of the States to look at the requirements
for what it takes to hecome a nationally recognized acerediting ageney,
and, von know, if we get too many States as nationally reeognized
i:u :«l-;hting agencies, my heavens, we'd have more chaos than we could
sl

~o what I'm saying. is that the States must take the responsibility.
That™s what we're trving to do in N ASASPS. The States then do
whiat they can do. Then we can couple that with the standards.

Mr. Prrreinan, T'm sorry I had to leave you for a while, but let me
just <ort of run through this.

You're from the State of Indiana?

Mr. Craek. Yes, sir.

Mr. Princinarn. How many <chools do vou have that comne under
thi~ classification. proprietary? )

Mr. Crark. We have 538 such institutions. of which 245 are what
we wonld eall aetive, but we continte to monitor the remaining to sce
that they do not attempt to come back in,

When they do. they come back in under the statute.

Mr, Priteirarn. T see. You feel you've got « pretty good handle on
the ~chools in your State ?

Mr. ('rArg. Yes, sir.

Mr. Prrrciarn. How does yvour State differ from other States?

Mr. Crarg. Well, again, T think one of the main differences is the
fact that this thing that we call accreditation is quite similar if you
would see what we eall onr PSA 1 which is a self-study and evaluation
form, it's quite similar to the same kind of forms which must be pre-
pated that are given by NATTS or Iome Study or ATCS.
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Mr. Prirciarn. Tn essence, what you do. is you license the schools?

Mr. CLaRK. No,sir; we do not license.

Mr. Privcrarn. No, you don't license ?

Mr. Crark. No: we don't license. 1 want to make that clear, which.
you know, takes about that mueh to do.

What we do is send teams of experts from businesses out to look at
the institutions,

Mr. Pritenagn. Do you give State approval for them to operate?

Nr. Crark. Yes.

Mr. Prercitarp. If they don't have that approval, they're out of
business?

Mr. CrLarK. Yes. )

Mr. Prevenano. So if all the States operated like Indiana. we really
wouldn’t have any problems, would we?

Mr., Crark, It would suve ent it down quite a bit.

Mr. Preveiarn, Well. T mean, you know. vou've got the problem
under control in yonr State. and T can’t think that Indiana is that
much more smarter. you know, and talented than any other States.
that the other Ntates wonld do the joh.

So. really. T suppose we eould @o right back on the States here, and
if they did the job. why they eonld handle it vight theve.

Mr. Cragx. Definitely. There's no question about that.,

The States must do it and s not necessary—it is necessary to have
the States in unizon in terms of what they're asking for,

M Prirenann, Yoo )

Mrs Craek, This wonld save a lot of monev for the inctitutions.

1 think one of the proprietary <chools has 103 ditferent ¢ mtracts
becanse it's in g0 many different States. Well. this 1~ ridienlons. The
Sttes must get strong,

The State< are the ones that must do it.and T don’t know if vou
were here when T mentioned that Indiana. Ohio, Hineis. Minne-ota.
Wisconsin, and Michigan have very good laws, and that's an area
where we have a great concentration of the schools,

Mre.Prrrciann, Yes, )

Welloof the 558 are they active. the 250 sehools or <o that are active.
how many of these work in a number of States or are multi-State
operat fons 4

Mr. Coang, Probably a Little over one-half.

Mr Priccin, About half are in different State<?

Mr O arg. Yes,

M Prerenwn, Al richt, )

You know. our ability, of the Federal Government to mauage things
is ~amewhere between mini<eule and—it'« dilienlt,

Muytime we can have people do things at the State level why. yon
know. it et done qaickerand easier,

OK. Do yon have anvthing to do with the 4-vear schools, not the
proprietary ~hool~ but the colleges. junior colleges, and the others?

Mur. Cug. Yesowedo,

Those that arve not accredited by a nationally reeognized acerediting
agency-—now, we have not i the State of Indiana tonched Notre Pame
or Batler or Tanover. Thexyve been aronnd too long in terms of what
we're looking for. bt any other metitution which could be a 2-year,
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4-year institution not already under ns, and we have some of those,
and there was one institution in the State which had a pretty bad
reputation.

It was ealled Indiana Northern University at Gas City. Ind.. and
it was alleged that it was clese to Iwing a (h])lnmu mill, which was
never .u-'u.ul\ proven. but we put the university ont of business,

It did not measure up to the preseribed standards for a doctoral-
granting institntion. It now is a graduate school giving one graduate
conrse on a 2-year candidate program. that we arve monitoring with
some pretty good educational consultants in the field of MBA
programs.

Mr. Recrra. Yon're really saying you eateh everything that is not
covered by North Central and or the State university program !

Mr. Crark. That's right.

Mr. Priren o, When vou put a school like this ont of business, it
has quite an etfoet on other schools, doesn't it ¢

Mr. Craes. Yes: it does,

Mr. Prrrenan, That comes to diseipline and the big stick, Some-
times it is necessary,

Mr. Cragk, The nnpmt it tlnn-' 1= that, as< vou well know, sir, is
that if the school sayvs it's going to give an acconntable education. then
that's what the State of Indiana wants. or the State of Ohio. Michigan
or whatever, )

It's when they forget that in iy ing a gool education and they start
looking at the bottom line. that's wher; tlu-\ wet into problems,

Mr. Prrren g, OF conrse, with the condition of sehools, particu-
larly private schools today. its hard when the ‘areatest pressure in the
school and all up and down i<to keep its doors open.

Mr, Coapis IT T may <ay something to that. You know I'm not eer-
tain that these are complately acenrate ficgures. but 1 think the point
will be made, when you look at a proprietary schools the trade, tech-
nieal. husiness, (nlu'-]»(m(h'n( e vonu will note that approximately »7
pereent of it revenue i generated by those students,

If yon look at a St .J('-wppum'll institution. yon will notice that
abont ~7 pereent 1< generated by the State treasury,

[ wonder if there isn't o difference in the quality of edueation in
teres of who veaily might try harder to make the education viable in
termsof what that dudent wiil ot

You see. b must sav this to youe we are not looking at one of the
other culprits, and thar is the colleges and mversities who do the same
lunds of things as badly. some of them, as we in the proprictary
S('ll()()l\.

Mr. Purrenarn, This is what I'im trying to get at, where all the sin-
ners are, ‘

Me. Craeg. Well the sinners are over there., too,

My, Prevenaen, They're every where,

Mr. Cragx. You see, von aren’t a sinner if von live inan ivory tower,
but you ave a sinner if yon live in a conerete, brick tower. and the
abuses. vou know, you se nd the athletic director ont to reeruit the new
baskethall team. you've got some abuges,

Mr. Prrren ko, Amen, How abont advertising?

Me. Crang, Sane sitnation,
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Ve Priteinas, Do oyon have anything to do with policing the
advertizine !

Ve, Cratg, Yes: we do, We review all advertising.

\h'. Prrrenagn, You doteview all of the advertising?

< thicdone before ovafter?

\h' 1 . Bath,

In other words, when a school submits, we look at all the advertising.
We huve prohibitions aeainst advertising quite <imilar to what the
Fedoral Trade Connnission savs,and - see, we ngree on that.

And we have our own. They have an assigned advertising code,
Ohio has this, too. The media is notified that they arve not to run any
l\uul of advertising unles< it has thisapproved e ‘ode,

tut that is for proprieviary, That is not the colleges and imiversities,
and ~orne of the thines T have <cen from some of our prestigious insti-
tutions, von know., with the wood looking wirl and the good looking guy
gettinge into his sports cavoand ea<livin on your future  possible frand
sprines . )

M. Peorcnaen, Okay, Then, in that ease, if T have a map of the
Uuited Sedes, and we were fooking at the abusers and where the situ-
ation wa< ont of hand, and where there wasn't control. it would be in
those Ntates that weren’t operating along with I\nlph and these
otber<, T don't kpow whether it's in rho state of Washineton or not,

M Croaek Washington. by the way. is just about ready to pass, T've
beens invited to the State of Washington to testify before their couneil
an the passare of their new legislation, which s riodeled after the
I'I('S-~-\'uu wean this Washineto, or that Washington?

Mr, Pencitan, The State of W ashington,

My, Crsgs.: The State of Washington is about ready. New York is
good, New ITampshive, up throuvh there,

Mr, Priteran, So, in other words, if they all followed what yon rt'
doing here, why, we'd e getting this problém underhand pretty wol’,

Mo, Craer. T the <implest tmms YOS,

If the States would sl work tn"«-tlu-l. if the States would got their
Inws, if the legislatures would give the right authority to tlne recula-
tory unit within the States, ves,

Mr, Prirenen, And thén, if you had some tvpe of cloaringhouse
<o that the infornmation flov ed haek and forth hetween States. so you
wenld Teve ot coordination, and ecoperation, then this job would
be under reasonable control.

My Ok, Yes,

Mr, Parounnn, Okay, T think that's all Thave,

Mre Rrcuna, One last question,

What about cotrespondenee schools that are not loeated within your
State !

Mr, Crank, Theyre still uneder ys,

Mr Riatinc In ‘other words, no correspondence sehool ean sell their
serieesin your State ubless they e approved by yonr agency ?

Mr, Craik, That's right,

Mr, R, Do vou think this is oo ?

M, Craex, That's vight,

Mr. Recera, Mr. Graham ? i

My, Graasasg, Ihave a couple of questions.
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Mr. Clavk. how many colleges and iniversitios are in that number
that yon mentioned, ont of the 230 that you mentioned ?

Mr. Croei, Oh, let me see. You're talking abont degree granting
now, right ¢

Mr Gy, Yes,

Mr. Crauk. i say approximately 50,

Mr. Gieaaw, In the complaints that you have received. have they
been equally distributed between colleges and universitios snd private
voeational schools which you regmlate?

Mr. Coaik, More complaint<, 1d have to say, wonld be ef the taule,
technical. business, and correspondence, as opposed to some of the
m=titutions granting desrees,

Mr. .invnnase With your aeereiliting procedures, how do your pro-
cedures compare with the acerediting agencies?

Do vou look into such things as refund policy and dropout rates
aml placement 2

Mr. Crark. Yes,

Mr. Graviao, What abont this placement ? You said before that you
wonthd aceredit a school that was teaching someone to make buggy
whips. 2: long as they were doing a good job of it.

In all of the private voeational schools, yon don’t requive that there
Bt market for the skill for which they are training the person?
M Craek, Ol yest yes, we do. We say that if yon're deing vour
job well. that yon should have at least 62 percent placement in the
field for which yon've training. which is a hittle higher than some of
the others ealled for, but you know, if I'm vight, tha. brings up an-
other point.

'm not ~o certain that we have the right to say to a school, you will
place yonr graduates, T think we shoulid say, we hope that if von're
goine to place your graduates, von place a substantial nnmber. but von
see, by telling them that you've got to plaee them, that's really what
we do, that™s not right. That's ontside of what we onght o be doing,
because we're not applying the smae prineiple sieross the board.

Mr. Gevioos, Well exeept that in any ease. the private voeational
schools. as eompared to the colleges and universities, those private
schoolz, via their advertising, are impliedly promising a job. i=n’t
that trve?

Mr. Crarx, Yessir

Mr. Guviay,, So if they promise that, they should be able to

)l'ﬂ‘l""".

: Me. Crark. Yes <ir, but T submit to vou that an equal fraud in this
conntry. are institutions of higher edueation. turning out teachers to
a market thats so gintted that we won't need them until the 27th
centuryv——T mean. that is a frand as well as the other.,

We have got to e honest with everyone.

Mr. Grayiias. This truckdriver school fraud, was that school

. aceredited?

Mr. ("ragk. No.

Mr. Grastam. And what status were they ?

Mr. Crark. They weren't in any status. They just started operating.
Mr. Granay. How were they allowed to do business in Indiana ?
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Mr, Craeg. We conldnt find them, They kept changing names and
telephione numbers and identities,

M Girevive What abont, you said there was one other fraud you
metioned, was that schooi aceredited 4

Mr, Craeg. No. ) )

Mr. Geanne Do von have in vesre State, in higher edueation, a
hic ber sdueation student loans ageney ?

M ek, Nog we have no matebing ageney for Federal or State
m Indiana.

Mectivinvw, There isnone,

s your office work with stndent loans in OE or with the VX at
ali?

Mer. €1 k. No.

Mi. Gevaas. So if a stadent from Indiana were applying for a
~tizcent oan, and 3 it worhd be o school that yon mieht be consider-
i+ ~otae aetion aeennet, there s go inforeation sent frem you to OF
or VAL that they should be carei=l abont that vartieslar selnol 2

Mr. Coaeg. Y el not to here, There is loeally. We would contact
the State approving ageney in that State with the information that
v vere going to take some kind of action that we wonld have worked
witht them before

Mr. Gvive, Ondy at that stage, when You were contacted 2

Mr Craek. Yes, o

M Gy, What abont if vou were receiving a number of com-
plaints about the parienlae school. would you then alert the VA
or the OFE? )

Mr. Craek. When we receive a number of complaints from a school,
wee then will alert the person or porsons who need to know this
inforpation, ) )

Mr. G, Do von agree with this distinetion, that Mr. Orlans
draws in his renort abont acereditation and that pessibly the Federal
Government. particularly OFE. shonld establish a separate procednre
for elivihility 2

Mr. Craek. T think that the proeedure for eligibility should he
looked at. I'm not so certain who shonll handle it. or how it shonld
be establi<hed.

Mr. Grannvg, T'minterested that thronghout vour statement yon
made comments about colleges amd nniversities. that they are just as
bad or ashod as voestional schonls.

How ddo von know thi=2 You don’t regnlate most of them.

Mr Crark.: No: that's true,

Mr. Gearae Yon hiear abont gome of the horror stories. and T'mn
inst wondering if von're making a mistake that people make in private
vorational schools, they are giving colleges and universities a biack
ove ?

" Mr. Craek. Perhaps in a conple of statements T made it could b
interpreted that way, but T wonld have to answer yon that we o re-
evive vomplaints in the commission on abuses created by the colleges
and nniversities,

This i~ not to say that every college and university is bad. T think
vour point is well taken.

Tf we dn that. then we're doing the same kind of erime that is done
azainst proprictary schools, but Thave had complaints.
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M Ginvinvae e these similar to voeational school complaints about
placenent about recrattinent, re fund policy cand so on 2

Me Crark. Yes, -

Mo Geviaosn, Just one more guestion about the Federal Trade
Commis~ion. .

I =t that. specifically, yo don’t like their constmer edueation pro-
grini or their othier prograes that they have in this iicht wo? What
abuat their hugation prosma

Me Craes, Ohis 0 01f 1 Tie long enongl to ~ee any of those
Citse~ Sver come to conrts }

Me, Grutar You don't think the four big snits that they have
tiled aave hankaney ettect on the edueation industry 2

Mr. Crans. Lden'’t think so,

Me Gy, Youdon't think se!?

Me Craeis L dou’t think ~o. ) ) B

I thanic that the unfoctunate thing i< and Tsay this inoall fairness
to the Federal Trade Commission. becise I probably be shot when
I wiihont of this huilding

M: Girrnan, Yes:they're right here.

M Craeks T keow thee'rc here, They know how T feel. The Federal
Trade Commis=ion is domg the thing that we all want to do. too,

We all are going after the siune thing, its the manner in which
they v done it and it the arroganee displaved by members of the
Federal Trade Commission to thos of us.

You know, we're like anybody else, We like to think we're pretty
important in onur own States, and we like to hope that people would
show a hittle protocol, and we kind of get nasty when this is not done,
when inenendos are mide publically. )

Have you ever heard a public innuendo like. T think that the Vet-
crans" \dministration and the edueation commissions of the States
should write all 50 Governors in the United States and tell them that
their regulatory bodies are not doing their job.

Now.that's a public innnendo. ‘

Me. Guvinon, Bat isn't the threat of litigation and complaints that
thev have filed similar to the threat of yonr fraud statute, that in that
threat alone, and in exercising it a few times. ean effectively frighten
the vocatiomal industry., )

Mr. Crang. Any kind of adverse publicity of that nature will
frighten ~omeone,

Mr. Guyrsw, T have one comment on your statement, On page 3
vor said it is time that we allocate more money and manpower to
a=<ist the proprietary indunstry,

Do you think the Federal Government has not ponred millions and
million~ of dollars already into the proprietary industry?

Mr, Caek. I'monot speaking of that kind of assistanee.

Fm <peaking aboin a well deserved pat on the back to an indnstiry
that's done, for over 200 vears in this conntry, a pretty good job.

Yon see, money in and of itself isn’t going to do wnything. Tt's like
pouring water into the ocean. Yon're being of assistance to someone,
but they mav not feel it directly,

Putting this kind of monev into the programs that they've heen
doing. that's fine. but nobody out in the country knows about it. Yon
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eannot sit down, von see, with high «chool counselors and ask them.
tell we two good things that have been done for propiietary edu-ation
in the ast 2 vears. Thev can't teli you that beeanse they don't know,
_ We do not supply them with information. We're at fanlt in the
States if the Goverament is going to pnt out information thronch
Federal agencies—-then why not a pat on the hack. ‘

Mr. Granvr, Well. doesn’t it seemn to you that the Governmient is
providing funds for stedents to go to fhese schools, and this is a
private inchistry. and. as <aid before, this is free enterprise. Tt <cems
to me that it i< np to the schools and the acerediting agencies to wot
to the high schools and whatever age group that can use these a-hools,

Mr. Craeg. That's trne, but yon see, by the same token, von wero
at fanlt. the Federal Government. if you ‘say this school may receive
o rantend stodent loans., : )

_Therefore. the consnmer thinks it's a good school. or this sehool is
YA approved. it's a gon sehool. and those schools @o out of busines<.
and von are as mueh at fanlt as we are. so we've got to put time. monev.
and manpower into some kind of a conerete assistance program. Theze
are good. beeanse a little pride displaved on the industry might Jdo a
great deal to shape up the industry in terms of themselves weeding ont
other people.

Mr. Geurnoe Tan't that what the Federal Trade Commission has
been doing in their consumer edneation program ?

V. Craek, Yes: certainly.

Mr. Graiiay. That'sall Thave.

Mr. Ly, Do von favor a trade reemlation rnle requirine dic-
closure of completion rates and placement figures by proprictary
schools?

Mr. Crarg, Yes: if thev do one thing. Tt's important that in this
area. if they say von will place 50 pereent of vonr students, T think the
schools shonld be able to show. hecanse it will be to their benefit. how
manv young people were placed of the nnmber who went to that sclhiool
to eet a job in the first place. and how many voung people who went to
that schonl for no other reason than personal motivation got personal
motivation, but to sav a flatont 30 pereent or 60 pereent or 70 pereent
placement is #ood i< bad becanse it's a little misleading.

So. ves. T think thev shonkl make disclosures. but those diselosures
shonld show the adequate kind of information which will present the
hest kind of a picture for the institution that's training them.

Mr. Lrsas. Of conrse. if von throw in personal motivation. yon
Teave a pretty big loophole. don’t von. hecanse the schools conld ¢laim
that everyone who didn’t get placed went there for personal motivation.

In other words. T disin’t really want to get a job. T just want to know,
when T walk down the street. that T know how to weld.

Mr. Crarg. That's true. yes. that's tre. and T'll say again, for every
attendant good, there's some evil. so we have to take that chanee, bnt
it wonld be far hetter to make it clear as to who did what, than to give
a blanket figure. .

Mr. Lraas. Second. vou know. we've talked about how your State
has tried to set up varions precantions for students, and not only
agninst schools that are located in Indiana, but any school that does
business with Indiana. and I think that the committee has been in:-
pressed with the work that you've done. We've talked about the fact
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that the States can do a great deal, but there is no baerier, is there,
toddav for any other Siate domg what you've done?

Mvr. Crark. Good heavens, no.

Mr. Lryax. But they have not chosen to do it.

Mr. CrLarg. Well. it took us 8 years to et there.

Mr. Lesax. Welll now, what would you esimate as the time it will
tike the other 30 States to gt there ! )

Mr. Crarg, \s I say, we've got abont 36 States now with some kind
of a law, ) )

Mr. Lustax, Let mie just interrupt and ask you a minute—in a lot of
tho~e States we're not talking abont the kimd of etffort that is being
nuadde tn vour State, isn't tiat so )

Mur. Cragk, Yes. Let me finish my point. We have about six that are
counng on board—that's about 42, )

Wert.m rhe wotkings of onr national assoctation which has been very
cood in the last couple of years, as we sit with the various State people,
when v e have a chanee to sit down, as the same person doing the same
pebanel compaving the laws, you see, this is motivation that's coming
alon too, beeause they 2o back to their own States and say. yon know,
wo il about one law, maybe we onght to look in terms of revising
oo o know. we were just inanother State the other day on a fraud
cases where we had zone into the State to get ~ome depositions and
work wath the people I talked with the attorney general, he wants our
Lo se his law has no teeth in it It has nothing in it. )

Sothe timetable is hard to say. Washington is right on the fringe
oi viorg something, We've wot some other States about ready

B's coneeivable 5 or 6 years that we could have—and I reatize in
oo veears, vou ean say, well, yon know, a lor of people ean get it in
a o Govears—bat we also have the Federal Governmeut and the ae-

“olitthe bodies still working together. even though we fight, still
worhing =0 maybe in S or 6 years, if we conld get the legislatures—but
teowdnoer, When you vegulate an industey., you've got lobby ists.

Me,tratra. You bet. Uhat's why it'sslow ',

MiL Lestan. One final gquestion,,

Yo sayv on page 7 that the group you me with takes the position
o the Mowlale amendment that publie and private be inserted, which
wonlilo I othink, give the State OF recognition as an acereditor of
P ivaic voeational schools.

Ve Ceoses, I they want it )

Mr. Lo, Now, if that goes through. what happens to the third
lew of the trinngle that vou tell us is necessary 2 Why would a <chool
want fo pay nioney to one of the national accrediting associations if
the Statesdoes it for nothing? )

Mr Crask, Well. that's a good point. T don’t know. We talked about
that. We feel that it has to be in the Mondale—~we feel to exclude it 1s
4= bl os having it in there perhaps,

Waortd it not be always thtm' to have a kind of aceveditation ree-
owrszedas being that hind that you seek. s opposed to any kind of
e aecneditation leveled on you by a State ageney that yvon have no
chos o m getting, ) )

Yo know, there's a philosophical Pninf here aliout the status of
aecreditation or approval again. T will say that that moveent of
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onrs to <eck that in the Mondale i in no way an indieation that we are
out after the demise of the ncerediting hodhies, the State avencies,

We're not, hbeeanse if we lost the acerediting bodies, that would be
terrible hecause they are very important to us,

Mvr. Losas, Thank yon. Mr. Chairman,

Mr. Rectea. Anv further gquestions 2

M. Prrreuarn, None. thank von.

Mr, Rucena, ©thank vou very much, Mr. Clark, for your patience
and your candor. )

Mv. Cragrg. My pleasure, sir. ‘

M Recuna, Aed we wounld appreciate getting those standara- that
yon ~nggested,

[ See p. 99

Mr, Recrra. The subcommittee will be adjonrned nntil 2 pan, this
afternoon,

[ Wherenpon, at 11:40 an., the subcommittee adjourned. to recon-
vene at 2 pa the same day. |

AFTERNOON  SESSION

Mr. Hiers. The subeommittee will be in order.,

This afternoon, we will hear testimony from the Office of Fdnention,
which affeets proprictary edueation in two major ways: It recognizes
acerediting bodies and it operates the guarauteed student loan pro-
garam and other assistance programs, In its role of recognizing
acerediting agencies, OF receives many of the complaints about
proprictary school abuses and attempts to resolve them. The Office of
Edueation plays a major vole in the proprietary school area by virtue
of its function=, and we expeet that future improvements wilt ivolve
OF toa very ereat degree.

The principal witness here is Mr, Peter Muirhead, Deputy (‘om-
mis<ioner. Burean of Postsecondary Edueation, U8, Office of Eduea-
tion, and would yon introduce the people whe accompany you. please.

s,

STATEMENT OF PETER P. MUIRHEAD, DEPUTY COMMISSIONER,
BUREAU OF POSTSECONDARY EDUCATION. U.S. OFFICE OF EDU-
CATION: ACCOMPANIED BY CHARLES CCOKE. JR., DIEPUTY
ASSISTANT SECRETARY FOR LEGISLATION: JOHN R. PROFFITT,
DIRECTOR. ACCREDITATION AND INSTITUTIONAL ELIGIBILITY
STAFF: AND JAMES W. MOORE. ACTIKG ASSOCIATE COMMIS-
SIONER, OFFICE OF GUARANTEED STUDENT L)ANS

Mr. Muaruran. Thank you, Mr, Chairman. and T am pleased to be
accompanied this afternoon by Mr. Charles Cooke. the Depnty Assist-
ant Secretary for Legislation, in the Burean of Postsecondary Fiduea-
tion, and by Mr. John Proflitt, the Director of our Aecreditation and
Institutional Eligibility staff. and by Mr. James Moore, the Acting
Asxociate Commissioner in charge of the Office of Guaranteed Stident
Loans,

Mr. Chairman. I have an extensive statement, and T wonld like to
seek your permission to have it placed in the record. I also would lile
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to have youe permisston to read and abbreviate it in order that we
might vapidly cet to the back and forth,

Mr. Ihiegs, Proceed in any way vou please, and the complete state-
ment will of conrse he included in the record.

[ Mr. Muirhead's prepared statement follows: |

PREPARED STATEMENT OF PRark P MUisnran, Drrvny Covrissionrs, BUnkk vt of
Posrstcodpary Entoaiton, U S, Orrick oF IIpteadrion

INTRobL ¢ THloN

Mr. Chairman, Members of the Committee, I want to thank sou for the oppor-
tumty to present this statement to dou,

My statement is divided mto three mijor sections, First, I will ~keteh for yon
an overview of Instituional Elgabadity deteinnnation by the (flice of Ldication
us 1t pertitine to funding programs or postsecomdary eduentionial institutions.

Then I will move to g discussion of aecredatation axat relites to Institutional
Eligtbility for Federal funding progeanes,

And tinally. I will veview the strengths, weaknesses atd problem areas whieh
we pereeive in the present system for Institutional Ehgibility deretmination- -
a system which stipulates heavy relianoe upon steereditiation of edueationgl in-
stitutions aml progeams by private orgamzations that have no legal responsi-
Wlity to the Federad govermuent,

Ineluded s portions of my statement are several informational attaclments.
These inclhude -

1. Aneligibnlity chedklist, or ¢harr ;

200 hist of Governmental and non-Governmental nses of acereditation s and

3. A Iist of accrediting agendies recognized by the Commissioner of Education.

OVERVIEW OF INSTITUNIONML FLIGIBILITY DRIERMINATION

Pascage of the IHigher Education Aet and related statutes in 1965 that year
Launched the need for the Office of Fducation to determine, compile, and prepare
lists of stitutions ehgible to patticipate in vanous Feceral education programs
established under the Act,

Culmination of the efforts may be <een in the list of over 8,300 institutions vited
as eligible to purticipate in the Lirgest and most broadly based Office of Dinea«
tion prog-um of md to stwdents: the Guaranteed Student Loan Program, also
called the Federal Insnred Student Loan prozram. ‘Fhis program activity ¢or-
reatly is providing Federal, Stiate, or noppratit guarantees to b nders in behalf
of nearly seven nullion separate stivier t loans tor nearly seven billion dollars,

To assist with identitying and creating this list of more than S2300 eligible
instirotions, the Accreditatton and lustitutional Eligibnhty Staff was formed in
May of 1965 to prodinee elizibility deternanations for some tw raty 18,0 1, pro-
gramis. That Staft also provides assistanee to other azencies within the Depart-
ment of Health, Edueation, and Weltare, such as the Public Health Servie in
relation to health traming progiams, plus affording eligibility determinations to
the Department of Justuoe, Federal Aviation Agency, Veterans' Administration,
Deparinment of Honang and Urban Development and other Federal and State
agencies, Farthermore, it enziges in an extensive intormation dissemination pro-
gram to institations, sindents qnd the general public regarding eligibility aud
acereditition matters,

The universe of chaibleanstitutions in the Gigtranteed Stadent Loan Program,
which is onr largest single listmg of eligible institutions, can be divided into
seven main eategories:

Forewen schools. oo ... —————
Uroprietary ... _

d-vear amd hizher

Junior Colleges and Institires
Hospital sehonls of pursing

Modieal technology and related_.
Publie area vocational schools

Institational elizibility bised npen the 1965 Hizher Edneation Aet, and the
series of amendments and statutes related thereto, is linked to two broad tvpes
of Pederal program assistanee @ student finaneaatl aid, and direet institutional aid




E

124

or snrqort Stadsut tinaneial assistanee programs inelude the Basie and Sapple-
mental Educational Opportunity Grants Program, the College Work-Study Pro-
gram, the National Direct Xtudent Loan Program and the aforementioned Guar-
antead Siudent Loan Program, Institutional support programs include ones such
as that for Ntrengthening Developing Institutions, the College Library Support
l'rn;.:r-nm, and Loans and Grants for Academic Facilities.

t e term Clastitntions of higher educeation™ as detined in the statutory require-
ments, include public and nonprotit institutions which offer the traditional eonl-
leginte programs of study leading to a degree. The term also includes other puhllc
and nonprofic schools which offer one year programs of study that lead to gain-
tul vwployment in recognized ocenpations suelt a~ hospiiai schools of nuesing
and other allied health schools, publie area vecational schools and nonprofit
business, trade and technical ~chools, Pultic and nonprofit institutions which
mieet all of the other specitic requirements stated in the tegislation. which T will
disentss Tater. are eligible to participate in institutional support programs ané pro-
sratnis that provide finaneinl assistanece to stndents attending these institpaons.
\reording to our latest tignres. over 3.584 schools meet the ~tatutory definition of
Sstitation of higher edineation™ and have heen awarded eligibility status to
participate in both institutional support and student financial aid programs.

Higole proprietary schools may apply for participation in the Supplemental
iincnonal Opportunity Greant Program. the National Direct Student Loan
Prosiam and the Colloge Work-8tudy Program. Presently, 1.341 accredited pro-
prictary insitntions are eligible to participate in the Basie and Supplemental
Pducational Opportnnity Grants Program, the National Direet Student Loan
Prostam and the College Work-Study Program.

The Guaranteed Student Loan Program provides for the definition of a special
catesnev of sehonls, called “voecational sehonls”” which include public, private non-
profit and proprietary -chools which offer postsecondary ocenpationally oriented
procrans to high <chnol gradnates and non-high school gradnates, Over 3.000 of
1 ose voeational sehools have been advised of their eligibility for this program.
This fizire ineludes 34 1 maceredited proprietary voeitionat sehools,

Bifore any school or intitution may become oligible to participate in education
progr ms administored by the Office of Fdneation. it must meet certain minimum
statntory reguirements siueh as those indieated on the attached chart, These
statnutery elizibility elements fab! into three categories, The first of these cate-
zories relate to factual information such as type of school. length of programs,
and fegal antherization, The seeond category involves special requirements estab-
lisked by program adirinistrators under broader provisions of law, through regu-
lations specifving provisions which participating schools nmst meet (such as
“marvintenanee of efforts requirentents” for library aid nrograms). The third cate-
gory deials with the qualitative aspects of schools—or edueational programs—in
ather words, acereditation. or one of the alternatives to aecredited status.

It i~ in administering the Office of Flidueation’s responcibilities in relation to
the qualitative factor of eligibility (ie.. that dealing with acereditation or fty
alternatives) that the greatest and most complex problems arise, Before rention.
inz - aue of these specifie problems, however, we might first diseuss acereditation
and the Commissioner of Fducation’s recognition of acerediting agencies,

ELIGIBILITY CHECKLIST
INSTITUTION-_ ...

Ehgibdity information survey Yes No.

1 Atrats high schoal grads (or equivalent only) -
2 Legally quthonzed by State for po-tsec sndary pre .am
3. Oﬂers a BA deg-ea or a 2-yr peogram acceniable towvd such
De gers 1 2-vr associate dazree . -
Or offers 7-vr yacatral/nceunatinnal work
Qr offers Teyr general empl\,meﬂl -
4 Pyublic'ar .
Nonproht
Or proprietary -
5. Accreditation_, - -
Or preaceredited
0r 3.nshitutional certificatinn
6 Civil nights compliance .,
7 Sectyn
Regular classes beza
Enroliment..

Q
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OVERVIEW OF ACCREDIIAMION AN IT RRLATLES TO INSTITUTIONAL ELIGIBILITY

Acereditation is a major factor in establishing the cligibility stat 15 of educa-
tonii mstitutions and programs to participate n the varons Federal funding
Progrinus of assistance to education. it also 1s u unigque area in the eligibility
deternanation process, becatlse 1t 15 a4 process which takes place outside the
Jurisdichion of the Federal government, and it varies considerably in form and
purpose, depending apon the urganization conducting the process.

Acercditation, @ brief view of its history and functions

The practice of acereditation arose around the turn of the century in response
to the aeed to upgrade edueational quality and to establish definitions and
standards for general collegiate and professional education. It songht to execute
i need that is fultilled in many other countries of the world by ministries of
elucation or other centralized authorities, which exercise quality control func-
tions over education. The philosophy of institutional autonomy in education,
and the varying degree of control over institations of higher education exercised
by the States, also contributed to the need for this form of quality identitication
i cducation, whicli is nnique to the Unitea Statoes.

Private educational associations of regional and national scope have developed
standards and procedures nsed in conducting peer evaluation aimed at determin-
iz whether or not edueational institutions or programs are operating at basic
levels of quality, The procedures of these acerediting commissions and associa-
tions usnally involve five basie steps »

1 Bstablishiment of educational standards in collaboration with educational
institutions and other appropriate constitnencies

2 Conduct of institutional or program self-study by applicants for accredita-
tion under the guidance of the acerediting body

A, On-site evaluation by a team of peers, selected by the accrediting body,
in order to determine tirst-hand if the institution’s objectives aud the accregit-
ing hody 's standards are being met ;

t. Publication of the accredited status of those institutions or programs which
are determined by the accrediting body to bave met its standards;

% Periodie reevaluation of accredited institutions or prograins to determine
swhether or not they continne to meet the established standards.

The nongovernwental aecrediting ageuncies fall into two major categories-—
institutional and specialized. Institutional accreditation is conducted by agencies
steh as the commissions of the six regional acerediting associations. For
evnuple. the Southern Assoeiation of Colleges and Schools maintains four
aeerediting commissions—one for elementary sehools, one for secondary schools,
one for voeational scheols, and one for degree-granting collegiate institutions.

Fach regional association maintains at least one comwmission on higher educa-
tion and one on secondary education. Two associations have established com-
missions for postsecondary oceupational education and one has established a
comtis~ion on elementary schools. Institutional accreditation applies to the total
insnitution and signifies that the insitution as a whole is achieving its objectives
satisfactorily.

Spedialized acereditation is conferred hy a number of organizations which are
national i seope, rather than regional, and each of which represent a specialized
areq, such as architecture, business, law, medicine, or teacher education. A pri-
mary purpose of specialized acereditation is to protect the publie against pro-
feesional or occupational incompetence. A majority of the programs evaluated by
sueh stgencies are located in regionally accredited institutions, However, most
of the mational specialized acerediting groups, in addition t ) acerediting programs
within institutions, also aceredit some specialized institutions which are not
necredited by regional as<ociation commissions. Relatively recent newcomers to
the accereditation scene are the specialized agencies de.ling with the private
tmostly for-profit) voecational sector of edueation, incl-uling business, cosime-
tolugy ., home study edueation, and trade and technieal edseation. These agencies
deal with edueation loeated outside of the college and uwniversity <ector, and,
therefore, with varving emphases, evaluate both institutional and progranunatie
asped ts of their edueational universe.
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History of criteria for histing nationally recogrizod acerediting agencies and
axxociations

Although the Office of Education has dealt with the acerediting ageneies
thronghout muneh of its history, it was not until the enactaient of the Veterans'
Readjustment Assistance Aet of 1952 (1L, 82-350) that the U.&. Commissioner of
Fdueation was required, for the niest time, to publish a list of nationally recog.
nized accrediting agencies amd associations which we determined to be reliabie
anthority as to the quality of training offered by an eduenational institution. This
stiatutory provision was subsequen:ly restated in at least 14 major Federal aide
to-eduention legislutive acts, In Ocraber 1952, sulv squent to the passage of the
Veterans' Readjust.rent Assistanee Aet, Criteria for the Recognition of National
Acerediting Ageneles and an initial list of 28 agencies so recognized were pub-
lished. By 1907, there were 36 agencies listed by the Commissioner,

The 1952 Crlteria remained in effect nntil January 16, 1969, wheu the current
Criteria for determining nationally recognized acerediting agencies and associa-
tions were published in the Federal Register. By 1072, the Commissioner's list
of recognized accrediting agencies had grown to 47, and hy May of this year, 61
agencies were listed. Some ten additioom] accrediting agencies wre in varving
stages of petitioning the Commissioner for recognition and lsting.

On March 1, 1974, revised (“iteria for National'y Recognized Accrediting
Agencles and Associations were j ublished under Notiee of Proposed Rule Making
fu the Federal Register. The fingl version of these new criteria ure currently in
process of being published. We auticipate that they wiil become effective soun.
A further revision of the criteria will be published by June 30, 1975.

Features of the proposed revised Criteria way he gronped into four broad
categorier which ~eck to insure the functionulity, responsibility, reliability. and
autonomy of nationally recognized acerediting agencies, More specifically, these
elementx Inclnde, in operation, the follow ing »

ta) Functionality.—An necrediting agency shonld be reglonal or national in
its scope of operations and maintaln a clear definition of its activitiex, hoth a«
to geographie urea and nature and type of fustitutions or programs covered, It
should have adequate administrative and financial sapport to earry out its
acerediting programs, and should have access to a sufficient number of competent
and knowledgeable personnel to participate on visitlng teams, on its decision-
waking committes, and as consnltants. The agency shatl also have developed
clearly written procediires for ench level of aceredltation status, including insti-
tutional or program self-ansvsis and on-site reviews by a visiting team.

th) Responxibility.—Considerationg herein include: A clearly ldentified need
for acereditation by the ageney in the field in whicli it operates ; responsiveness
to the public interest: adequate provisions for due process in accrediting pro-
cedures? demonstrared capubility and willingness to foster ethiea) practices
among the institutions or programs which it aceredits : a vrogeam of evaluation
of educational standards,

(e) Reliability—The agency demonstrates wide acceptance of its policies,
procedures, and decisions : Regular review of its standards and procednres:
experience asan acerediting agency ; and representation fn its poliey and deelsion-
unking bodies of the community of interests directly affected by the scope of itx
aecreditation,

td)y Autonomy.—The agency must demoustrate the autonomy and independence
of itg decl<ions from ontside influences,

It ix noteworthy that these revised Criteria place increased emphasls ujwn
acerediting agencles’ responsibility to the publie interest and their reliabilty of
operations.

Whereas the varions versions of the Criteria for Natfonally recognized Accred-
iting Agencies and Associntionk have heen the Office’s Instrument for direct'y
supporting constriuctive change in the urea of accreditation as if relates to the
eligibility process, the Office has funded or supported a number of projects over
the past six years designed to improve indirectly the effectiveness of the elizibility
determination process ;

1. Study of Accreditation of Vocational-Technicit] Currienla in Postsecondary
Institutions, conducted by the Center for Research and Development in Higher
Faeation of the University of California under contract with the Office of
Ecfucation?
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¢ National Study for Aeveeditation of Voeationnl Techuionl Edueation. con-
ducted by the Americin Vocutionnl Asseciaticn nndoer coutract with the Otfice
of Edueation ;

4. Stidy of Licensure and Related ealth Personnel Credentialing, conducted
by the Department of ealth, Education, nud Welfare :

4. Study of Accereditation of Selected Health Educational I'roegrams, sponsored
by the Americun Medienl Axsociation, the Association of Rehools of Alied Health
Professions, and the National Conunission on At rediting 7

3 Model State Legislation for Approval of Vostsecondury Educationnl Institn-
tion< and Anthorization to Grant Degrees, developed by the Education Comts-
slon of the States thromgh funds anpplied by the Otfiee of  HEdueation, the
Veteruns' Administrution. and the Department of Defense : and

. Study of Urivate Acerediting and Pablic Funding, prepared for the Office of
Education under contrnet with the Brookings Institution and the Nationat
Academy of Public Adwministration Foundatjon,

Review procedures far linting ndtivnally recognized aocrediting agencies

Those acerediting ngensvies reguesting recognition by the Commissjoner of Eds-
cation nndergo intensive review by the Ofice's Acereditation and Institutional
Elgibility staff and by the Commissioner's Advizory Committee on Accreditation
and Institutionn]l Eligibility, in order to determine whether or not they com-
Py with the Criteria for Nutionally  Recoguized Aceredditing Agencies and
Ansocintiens,

The Acereditution and Iust¢utional Eligibility Staff was extinblished by the
Commissioner of Education ir. 1968 in order to centralize matters within the
Offlee of Eduecation dewling with ebgibillty and scereditation and to provide sap-
port for the Commissioner of Education's Advisory Committee on Acereditation
and Institntional Eligibility.

Accrediting ngencies seeking recognition by the Connaissioner or thoxe umder-
Koiug regniur periodic review, file petitions with the Director of the Acereqditation
atud tosttutional Eligibility Stafi, The Staff reviews the getition and may ke
various inveatizative xtepw i order to prepase a stanliary report to the Advisory
Committee coticerning the applicant’s gtatus with the Criteria for Natioually
Recognized Accrediting Agencies and Assoclutions, At the time of the Advisory

‘mnitter review, agency representatives and interested third parties are offered
time for brief ural presentation before the Committee. The Advixory Committee
recommendantions regarding petitioning acerediting agencies are furwarded to
toe Commisstoner of Educition for Lix review, The Commissioner informn the
applicants of hix decision following his consideration of the Advisory Committee's
recomtiendutions,

Agencies listed, or recoguized, by the Commissioner are normally reviewed
every four years, Developing ngencies may be given # shopter period of recogn!-
tlon, jndicating the Commisioner’s determination that saeh agencies uve e
tentinl to eventually fulfill the Criteris. The Commixsioter eXercises the right to
Feview st any thne a recognized agency which has developsst problems relevant
to its complignee with the Criteria

Appeals of the Commissioner's decisions are heard by speclally constituted
pancls of knowledgeable nongovernmental persans who are ot membots of the
Advisory Commiitee, These hearing punels report directly to the Camtuisxioner,
who acts npon their advlce,

The Advisory Committee performs a key role in the process of recognizing
acerediting agencles nnd sssocintions for the purpose of determining Institutional
or program eligibility for Federal funding programs. The Committee was extib-
lished by the . scretary of Henlth, Edneation, and Welfare in 1968 and wux <ub-
sequently chartered under the Federal Advisory Committee Act (DI, 82-463)
It i composed of 15 members from sarions segmenss of the secordary and post.
secondary education community, student /youth population, State departments of
education, professionnt axsecintions, and the genernl publle. The Committee is
advisory to the Secretary of flealth, Educstion, and Welfare and the Conuis-
sloner of Education. 1rs fundtions inclnde the anthority to:

L Review all current and futnre policies relating to the responsibility of the
Commissioner for the recognition and designation of accredditing agencies and
asxociations wishing to be designated ax untionally recognized accrediting agen-
cles and  assoctations, and recommend deslrable changes in criteria and
procedures
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2. Perform similar fanetions pelesant to the Coanussioner’s «ithority te recog-
nize Ntaic agencies for approval of pablic postsecondary education and nurse
«ducation

3. Review and advise the Commissioner of Edueation in the formulation of all
current and future policy relnting to institutional eligibility ;

4. Review Jegislation afiecting the Office of Education’s responsibility in the
aren of acereditation and institutional eligibility and tecommend needed changes

S Review sud recanmend action to the Conmissioner of Edueation regarding
applicant national a crediting agencies and State voeational and nurse education
approval ngenciex:

6. Develop xtandards and criteria for specific crtegaries of voeational training
institutions and institutions of higher edueation which have no alternative route
by which to extablich eligibility for Federal funding programs:

T Advise the Commissioner regasding the anward of degree-granting status to
Federa) agencles and institutions.

Ktrengtha, weaknesses, and problem arcas in the prescnt ayatem

1 turn now to several key obwervations aliont the dynamics of the present sye
tem. zleanad from the Ofiee’s six years' experience in monitoring the ¢ ibllity
mechanism 1 have deseribed above, These obrervations are offered in the sapirit
of enlisting your continned support Tor the improvenient of the rystem.

1. The relative antonomy of the acerediting agencics

Acereditation hax been written into Federal legislation as 2 quality conteol
devies in order to help ensure the Government's investmment in posteecondary edu-
cation. amd, even more impwrtnatly, ax n weans of alding students and others in
identifying institutions and programs deemied to be educationally worthy. We
must constantly bear in mind, however, that the aceraditing agencies are private,
fudependent. voluntars agencies having diserete, albeit landable, purpones which
do not aiways coincide neatly with the objectives inherent in Federni aid to
eduention,

Acerediting agencies are committed philosophlcaily to stimulation of inatitu-
tional or programmatic uplift through a traditiona) pattern of expert peer review.
They do not view themselves, nor do they function. az regulatory hodies. They
have no legal authority to require compliance ; they work instead by persuasion
to naintain understanding and acceptance of their role and fun~ion by their
constituents and the genersl public. All acerediting agencien are limited he funds
and stafing, and rely heavily on volunteer lnhor from mei Yer organizations. All
are now deeply aware of. and zome Jave already experie... . a marked vulner
ability to litigation, which they are ill-prepared to engage in succersfully.

One aspect of the Office’s relationghip to acerediting agencies involvex the proe-
essing of complaints against accredited schools and fchools which are eligihle for
participation in Federally-funded programs of axsiztance to postsecondary educa-
tion, Complaintx about school«—whether accredited or non-accredited—are di-
rected to the Accreditation and Institutional Fligibility Staff from many sources.
Thews inchude parents. consumer orzanizations, xtudents, USOFE regional officen,
other divicicns within O.E., other Federal and Rtate agencles, the Congress, and
the White Honse. These complaints include sueh matters as misrepresentation by
saleqaen. inadequate or 1ate refunds of tuition, poor quality of instruction or .
equipment, and enrollment of persons incapalle of henefiting from the instraction.

Although the Office i not empowered to exereize direct contral over educational
fnetitations, it does xeak to determiree. in the cace of aceredited sehaals, whether
or not a possible violation of the acerediting agency’s standards has occurred in
snech complaint cases, .

The St!\ff reviews each compiaint and, If an aceredited school iz involved. di-
rects n copy of the complaint to the approprinte acerediting ngeney with a request
that the ageney review the matter and report its findingx to the Staff. The fiafy,
in turn. reviews the report of the acerediting ageney and Informs the compininant
of the agencr's findinge. In the event that the Staff i« not satisfled that the ac-
erediting agency ha investigated the matter thoroughly or if the compininant
provides additional substantive Infm;uut'l;m rel'a'tln;:“ :‘h:ahe complaint. the Staff

as acerediting ageney to review the matter r.
nnk\'"-l'":ltgl:"m‘ Reafy usually directs complnints againet accredited schools to the
aporopriante agency for fnvestigation, the Staff may. at times, corresponc directiy
with ~chools regarding alleged educational malpractice. Such was the case in
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connection with a series of articles dealing with proprietary vocational schools
which recently appeared in the Boston Globe.

The Globe acvused several proprietary voeational schools operating in the
Boston area of a variety of .:buses ranging from misleading advertisiug to vio-
lation of State laws. Inasmuch as several of the schools natned by the Globe are
accredited by nationally recognized acerediting ageneies, these abuses, if ac-
tunlly committed, wonld indic:ate serions violations of the agencies’ aceredita-
tion standards, Accordingly, the Staff corresponded with the accrediting agen-
cies and requested that they ~submit to O.E. a report of their investigation of the
matter. Further, because several of the schools cited are eligible for Federal huan-
cial assistanee programs adwministered by O.E., the Stafl wrote to each eligible
iustitntion and requested that it provide O.E. with its response to the Globe
allegations. Presently, the Office of Edueation «till is iu the midst of an intensive
review of the cases and issues revealed by the Globe articles. A report on this will
be preseuted to the Commissioner's Advisory Committee sometim  *his fall.

Another tunely series of articles regarding the trade school industry was pub-
lished receutly in the Washington Post. Entitled, “The Kuowledge ustlers,”
these articles provide another perspective on what. hopefully, is a national eftort
to rid the Nation of fraud, exploitation, and deeeit wherever praeticed oun
Amerivans secking to further their education. The Post series gives greater
visibility to important issues regarding whieh the Federal Government is work-
ing elosely with State and puivite groups in an effort to fashion solutions.

The relevant statutes speak only to the Federal reliance on the outputs of the
accrediting ageneies for eligibility purposes, and those outputs are the lists of
aceredited institutions or programs maintained by every accrediting body. Be-
cause of the vast sums of Federal money which ultimately flow throngh re-
linnee upon the acerediting mechanism, however, the Oflice has deemed it only
prudent to establish, and gradually inteusify, Federal oversight of the operations
of those accrediting agenhcies reeognized by the Commission. One of the pressing
yiestions right now is just how far this oversight can and should go in order to
achieve realistic assuraunce that both the studeut's educational rights and the
taxpayer's dollars are protected while, at the same titue, avoiding unwarranted
Federal intrusion into the eaucational process,

2. Problems of consistency within a heterogencous unirerse

Because of the need for con<i-teney in adwministration, there is a tendency to
think of “postsecondary edncation” as a homogeneons entity. This frame of
reference has been reinforced by an active Federal posture against discrim-
ination of any sort against any of the various categories of schoels. In reality,
however. the postsceondary edueational universe is a set of heterugeneous
subsystems.

With the establischment of each new funding program, O E. has found the
problems becoming more complex in sorting out the real from the imagined difter-
ences among institutional types, partienlarly as eategorized by type of control:
pubilic, private non-profit. and vroprietary, or profit-making. Though the eldiea-
tional funding statutes make some provision for stricter treatment and limited
Benelits for profit-makine schools, they are silent on the extent to whiel the pab-
lir should be protected from umethical school operators who are more interested
in profits than in edueaton. The Office of Fducation has been examining the prob-
lem of need and justification for valid, differentiated standards in this regard for
somie time now, From a practical standpoint, O.E, has determined that one fe:sible
attaeck upon this problem ¢an he made by snoring up educational consumer protec-
tion in general, a subject which shall be treated separately below,

8. Increasing eomplerity of cligibility determination

We are all aware of the fast-paced change taking place all arcund us, and
education is logically in as much ferment as is the rest of society. The basic
philosophical framework for Federal reliance on (he private mechanism of
acereditation for eiigibility purposes was developed initially for the 1952 Korean
GI Bill (twenty-two years ago) and reinforeed by adoption of the 1938 Nutional
Defense Education Act (sixteen years ago). It was essentinlly retained during
the mid-sixties when landmark legislation in support of higher eduecation was
enacted (approximately ten years ago), We should not be surprised to find, then,
strains and bruises as we attempt to resolve today’s eligibitity problems into
statutes that were designed to suit another era. Almost twenty classes of students
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have eurolled, under Federal funding assistance programs, in the halls of ivy
since the Korean G1 Bill became law.

Sowme specific illustrations will convey wmy meaning bhetter. Without elabora-
tion, I shall merely vite eight eligibility dilemmas currently facing the Office, none
of which is adequately addressed by statute, regulation, or guideline ;,

1. Open universities, or external degree and other non-traditional programs

2. Foreign institutions

3. Branch Campuses

4. Postsecondary occupational-technical education

5. Library institutions, organizations, and agencies

8. Combinations of institutions (consortia, etc.)

<. Partially eligibie institutions

8. Small, free-standing, special purpose institutions

9. Part-time study and continuing education
Two other basic points should be made with regard to dificulties in eiigibility
determinations. First, the Office must deal sympathetically with the accrediting
agencies’ attempt to address what they see as their own goals, needs and purposes.
The objectives of seme of the accrediting organizations occasionally are not
targeted fully on broader public or sociai geals. Under present regulations, there
often is nothing that can be done when such unfavorable impact occurs. Second,
informed and discerning administration of the existing eligibility machinery is
not limited to declaring institutions and program eligible. but also to declaring
them ineligible when necessary in an appropriate and timely manner. Indeed,
the ability to act swiftly and fairly on the termination of eligibility is extremely
critical when an institution's quality situation is deteriorating rapidly.

The authority to develop regulations to limit, suspend or terminate eligibility
for the Federally Insured Student Loan Program was obtained in the Higher
Education Amendments of 1972, and procedures are presently being drafted
under this authority.

. Edueational consumer protection

Ttilizing the concept of educational consumer protection. the Office has heen
moving strongly on this front during the past two years. Specifically, the Office
of Edueuation has supported. participated in or accomplished the following gen-
eral remedies for un:-thical school practices in postsecondary education @

t1) Tuformation exchange with States, the Federai Trade Commission, and
other Federal agencies concerning consumer complaiuts against educational in-
stitution~ falling within the purview of these agencies

12y Support and con<ultation regarding FTC's development of consumner edu-
cation nuiterinle and Guides for Private Vocational and Home Study Schools;

(3) Support and con<ultation with various States on special programs and im-
provement of legislation in the eduecational realm ;

4y Provision of contract funds. in conjunction with the Department of De-
feuse nud the Veterans Administration. for the development of a model State
law governing the approval of privite postsecondary schools by the Edueation
Commixsion of the States:

t% Funding by the Office for a study of the interface hetween private aceredi-
tation and eligibility for participation in Federal education programs (in the
finnl stages of completion by tho Rrookings Institution) ;

16) Crexiron and operation of the Federal Interagency Committee on Ednen-
tion’s Knbeommitter on Fducational Consumer Protection. This 8Snbrommittee. in
whirlhk OF, cerves a< the lead agency. presently is preparing a report outlining
a pronosed Federal strategy for dealing with the overall educational consumer
protection problem. This repart will be presented to the Interageney Committee
at its Keptember meeting 7

{7} Revision of the Criteria for Nationally Recognized Accrediting Agencies
and As«<ocintions 1o provide both specific and general requirements for respon-
sibility and acecountability to the public interest on the part of accrediting agen-
cies and associations listed hy the Commissioner of Education

(%) TInitintion of improved methods for reviewing accrediting agencies and
associations having status with the Office:

(' Review by the Commmiscioner's Advicory Committee on Acereditation and
Institutional Eligihility of matters pertaining to the ethical operation of eligible
edueational institutions; and
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(10) 'Ifighteuing of the “three-institutional-certitication” procedure—a statutory
alternative to acereditation by a nationally recognized accrediting agency by
which an jnstitution may demonstrate that fts credits are accepted, on transfer,
by not less than three institutions which are so accredited, for credit on the same
tui~is as if transferred from an institution so aceredited.

I want now to elaborate briefly on two items in the realm of educational con-
sumer protection. First, while considerable publicity has been given to the un-
ethical practices of certain proprietary ~ hools, there is growing evidence that
similar problems cxist at nonprofit vocational and collegiate institutions, As the
competition for students becomes more acute, it is possible that many of these
institutions are adopting practices previously ascribed only to the proprietary
school industry.

Second, increased reliance on State agencies to provide added consnmer protec-
tion in postsecondary education is a matter which deserves thorough exploration
at this time. One salient advantage in using State agencies, when they are efficient
and effective, is that they generally can provide closer surveillance and oversight,
aud can react more quickly, than can a regional or national organization or
agency.

Summary.—1 have tried above to sketch out for you our view of the real world
of accreditation and institutional eligibility as we see it today from onr particular
viantage point. It is not an altogether gloomy picture. A true statistical perspec-
tive tells ns that Federal aid to postsecondary education has been a phenomenal
stieeess D billions of dollars have flowed, millions of students have benefited. and
thonsands of institutions have been strengthened for service to the nation. There
i~ a great deal to be proud of.

It is becoming increasingly evident. however. that the national concern for
extending postsecondary education opportunities to all who desirc and can benefit
from them will require more diversification and flexibility in ohtaining these
opportunities than is now the case. This, of course, means that accreditation and
eligibility procedures must be adapted to these changing conditions, while at the
same time preserving institutional autonomy and protecting the educational con-
sumer interest. With your continued good help. we shall try to hammer out
eligibility standards that will facilitate needed changes and innovations in post-
secondary education—standards that will be strict enough to protect the publie
interest but flexible enough to enconrage rather than inhibit needed changes and
innovations in postsecondary education.

Mr. Moemwireap. Thank you ever so much.

Let me then say. Mr. Chairman, and members of the committee,
T want to thank vou for the opportunity to present this statement,
and indicate to vou that it is divided into three sections,

The first is an overview of institutional eligibility, then a disenssion
of accreditation as it relates to institntj igihility, and finally,
we would like to share with you some”problem areas which we have
encountered in earrving ont our responsibilities,

The institutional eligibility problem relates back to the passage of
the Tligher Fducation Act and related statutes in 1965 in which we
were required to prepare lists of institutions eligible to participate in
varions Federal edneation programs established under the act,

That effort has resulted in establishing a list of over 8300 institu-
tions which are now cited as eligible to participate in the largest and
mo=t broadly based Office of Education program of aid to students—
the enaranteed student loan program. )

To give you some idea as to the universe of the institutions that are
declared to be eligible to participate in the Federal program, I would
just like to share with you that they are divided as follows: Foreign
schools, 800; proprietary, 1.685; 4-vear and higher, 1.730; junior col-
leges and institutes. 1.300; hospital schools of nursing. 450; medical
technology and related. 1,353; and public area vocational schools,

1.000,
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. That gives vou some idea of the diversity of postsecondary educa-
tion institutions.

Tnstitutional eligibility. insofar as we are required to carry it out,
is linked to two broad types of Federal program assistance, one, stii-
dent financial aid, and two. dircet institntional aid or support.

The term “institutions of higher edneation™ is detined in the statnte
as including public and nonprofit institutions which offer the tradi-
tional programs of study leading to a degree. The term also includes
a variety of other institutions, ineluding public and nonprofit sehools
which offer programs of a shorter duration and not necessarily lead-
ing to a degree. B

Let me move then. if T may. to the program that is before you, and
to which yon are giving your particnlar attention—the guaranteed
student loan program.

The guaranteed student loan program provides for the definition
of a special category of schools. ealled voeational sehools, which in-
clude publie. private nenprofit and proprietary schools, which offer
postsecondary ocenpationally oriented programs to high school grad-
uates and non-high school gradnates. Over 3.000 of these vocational
schools have been advised of their eligibility for this program. This
fienre inclndes 544 unaceredited proprietary vocational schools.

Before any school or institution may become eligille to participate
in edueation programs adininistered by the Office of Education, it
must meet certain minimum statutory requirements. We have prepared
those in a chart which we will include in the statement that we sub-
mit to the record. Tt is in carrving out the particular responsibility of
determining cligibility on the basis of accreditaton, that the greatest
and most complex problems arise, Before mentioning some of those
problems. it might be helpful in our disenssion to disenss accreditation
and the Commissioner of Edneation’s recognition of accrediting
agencics, ) )

\eereditation is a major factor in establishing the eligibility statns
of edueational institutions and programs to partieipate in the various
Federal funding programs of assistance to edneation.

It also i< a unique area in the eligibility determination proeess, he-
canse it is a process which takes place ontside the jnrisdiction of the
Federal Government. and it varies considerably in form and purpose,
depending npon the organization comdieting the process, )

I have in the statement which we will submit to the record a hrief
view of the history of acereditation. Tt is a guality determination
process unique to this conntry, where we do not have a ministry of
ednucation per se. ) )

We rely npon acerediting associntions, which represent institutions
of postsecondary edueation or organizations inferested in a speeial-
ized area of study, and we accept their recommendations, rather than
have the Federal Government determine whether or not they are
aceredited.

The statement which I will submit for the record will discuss in
some detail the procedures that are followed by the acerediting asso-
ciations and agencics in determining whether or not an institution is
indeed accredited.
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T would like to move now, if T may. to the responsibility which
rests with ihe Commissioner of Education to list the natienally
recognized acerediting agencies and associations, a vesponsibility that
was conferred upon him by the Congress, i

Altheugh the Oftice of Education has dealt with acerediting agencies
throughout much of its history, it was not until the enactment of the
Veterans Readjustment Assistanee et of 1952 (Public Law 82-350
that the U.S. Commiissioner of Education was required, for the first
time. to publish a list of nationally recogmized acerediting agencies and
associations which he determined to be reliable anthority as to the
guality of training otfered by an educational institution.

The 1952 criteria remained in effeet until January 16, 1969, when the
eurrent criteria for determining nationally recognized acerediting
azencies and associations were published inthe Federal Register. By
1972, the Commissioner’s list of recognized acerediting agencies had
erown to 47, and by May of tlus vear, 61 agencies were Listed, and I
can report to you now that there are 10 additional »gencies in varying
~fages of petitioning the Commissioner for listing,

Mr. Hiors, When they ever get on that list, are they ever removed ?

Mr. Muny w. There is provision for removing agencies from that
list—after atfording due process, as yon would expect—if the agencies
do not continue to meet the eriterta,, ]

Mr. Hickse Have any been removed in the 20-year or the 25-year
period, have they been removed, have any been removed?

Mr. Muirnean. We have not had a case of one being removed from
that list. X

We have had many eases of agencies applying to be on the list that
have not appeared on the list.

Mr. Hicks, ‘Thank vou. )

Mr. Memean. We have developed revised criteria for nationall
recognized acerediting agencies, and they were published in the Fedy-
eral Register of March 1, 1974, Those criteria are spelled out in some
detail in the statement. They cover what we expect an accrediting
ageney to do. in oder to meet the requirement for being listed, and
they cover such points as whether or not they really are functional,
whether or not they are vesponsible, whether or not they are reliable,
and whether o1 not they do have freedom of action or autonomy, The
criteria also 1rake provision for review in later years,

The very fact that they appear on the list doesn’t guarantee that they
will appear there forever,

We have in the statement which will be submitted for the record
a review of the procedures that we follow for listing nationally recog-
nized agencies, and I think it fair to point out. Mr. Chairman, that
these steps are rather rigorous and that an accrediting agency that
tinally does emerge with the approval of the Commisgioner has indeed
met high standards for being listed.

But we also should report to you that ageneies that are listed or
recognized by the Commissioner are normally reviewed every 4 years.

We should also report to you that if an agency does make applica-
tion for appearing on the Commissioner’s list and does not appear on
that list, that agency may appeal to a special hearing panel which re-
ports directly to the Commissioner.
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The key element in carrying out this activity under the direction of
the Accreditation and Institutional Eligibility Staff is an advisory
committee, and that advisory committee plays a key role in the process
of recognizing accrediting agencies and associations. With your per-
mission, Mr. Chairman, I would like to submit the names of the mem-
bers of that committee for the record.

[The information referred to follows:]

ApviSoRY COMMITTEE 0N ACCREDITATION AND INSTITUTIONAL E1iGIBILITY
MEMBER AND EXPIRATION DATE

Dr. John E. Barrows. Director of Institutional Studies, University of Kentucky.
Lexington. Kentucky 40308, June 30, 1975.

Mr. Thomas Bolton, President, Mills River Tomato Corporation, P.0. Box 67,
Horse Shoe, North Carolina 25742, June 30, 1976.

Ms. Roma Brown. Council on Health Organizations, As<ociation of Schools of
Allied Health, 7520 ~C™” Stenton Avenue, Apt, #208, Philadelphia, Pennsylvania
10118, June 30, 1975.

The Honerable Lillian W. Burke, Judge. Cleveland Municipal Court. Cleveland
City Hall, Cleveland, Ohio 44114, June 30. 1976,

Ms. Marie A, Chavez, 1003 Jenkins, University of Oklahoma, Norman. Okla-
homa 95089, June 30, 1974,

Dr. Leadie M. Clark. Assistant Superintendent of Instrnction, Los Rios Com-
munity College District, 2011 Arden Way. Sacramento. California 93825, June 30,
1976.

Dr. George L. Grassmuck, 'rofessor of Political Science, (‘niversity of Michi-
gan, Ann Arbor. Michigan 48164, Juune 30, 1976.

Mr. Jobhn F. X. Irving, E~q.. Dean. Seaton IHall University School of Law, 40
Clinton Street. Newark, New Jersey 07102, June 30, 1974,

Mr. Abner V., McCall, Esa., President, Bayior University, Waco, Texas 76703,
June 30, 1975,

Mr., Wendalt H. Pierce. Executive Director, Education Commission of the
States, 300 Lincoln Tower Building, 1860 Lincoln Street, Denver, Colorado 80203,
June 30, 1974.

Mr. George L. Ramey. Director, Mayo State Vocational School, Third Street.
Paintsville, Kentucky 41240, June 30, 1975,

Dr. James P. Steele, Vice President, American College of Radiology, Box 650,
Yankton, South Dakota 57078, June 30. 1974,

Dr. Walter D. Talbot, State Superintendent of Public Instruction, Utah State
Board o< Education, Salt Lake City, Utah 84111, June 30, 1976.

Mr. Valiean Wilkie, Jr., Executive Vice President. Sid Richardson Foundation,
Fort Worth National Bank Buildlng, Fort Worth, Texas 76102, June 30, 1974.

Mr. Philip H. Wye, Haven Junior Iligh School, 2417 Prairie, Evanston, Hlinois
60202, June 30, 1975,

Mr. Muirueap. ITaving then shared with you in brief form the
procedures that are used in determining how an acerediting agency is
included on the Commissioner’s list. and having shared with you the
procedures whereby institntions may be deelared eligible for Federal
funding, whether it be student assistance or institutional assistance, let
me share with you. in brief form, some of the problems that we have
encountered as we've earried out our statutory responsibility during
the past 6 vears. ) B

These observations, I should briefly point out. are offered in the
spirit of enlisting your continued support for improvement of the
system,

"“The first problem is that of the relative autonomy of the acerediting
agencies.
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Acereditation has been written into Federal legislation as a quality
control device in order to help insure the Government’s investment in
postsecondary education, and, even more importantly, as a means of
aiding students and others in identifying institutions and programs
deemed to be educationally worthy. We must constantly bear in mind,
however, that the accrediting agencies are private, independent, volun-
tary agencies having discrete, albeit laudable, purposes which do not
always coincide neatly with the objectives inherent in Federal aid to
education. . i

Accrediting agencies are committed philosophically to stimulation
of institutional or programmatic uplift through a traditional pattern
of expert peer review, )

They do not view themselves, nor do they function, as regulator
bodies. They have no legal authority to require eompliance. They \\'orK
instead by persuasion to maintzin understanding and acceptance of
their role and function by their constituents and general public,

All acevediting agencies are limited in funds and staffing. and rely
heavily on volunteer labor from member organizations. All are now
deeply aware of. and some have already experienced, a marked vul-
nerability to litigation, which they are ill-prepared to engage in
successfully. ) )

One aspect of the Office’s relationship to accrediting agencies in-
volves the processing of complaints against accredited schools and
schools which are eligible for participation in federally funded pro-
grams of assistance to postsecondary education.

Complaints about schools—whether accredited or nonaccredited—
arc directed to the Accreditation and Institutional Eligibility Staff
from many sources.

These inelude parents. consumer organizations, students, USOE
regional offices. other divisions within QE, other Federal and State
agencies, the Congress, and the White House. X

These complaints include such matters as misrepresentation by sales-
men, inadequate or late refunds or tuition. poor quality of instruetion
or equipment. and enrollment of persons inmpul()‘e of benefiting from
the instruetion.

Although the Office is not empowered to exercise direct control over
educational institutions. it does seek to determine, in the case of
aceredited schools. whether or not a possible violation of the accredit-
ing agency's standards has oceurred in such complaint cases.

The staff reviews each complaint and, if an aceredited school is
involved. direets a copy of the complaint to the appropriate aceredit-
ing ageney with a request that the agency review the matter and report
its findings to the <taff,

The staff. in turn. reviews the report of the accrediting agency and
informsthe complainant of the agency’s findings.

In the event that the staff is not satisfied that the accrediting agency
has investigated the matter thoroughly or if the complainant provides
additional substantive information relating to the complaint, the staff
may ask the accrediting agency to review the matter further.

Although the staff usually directs complaints against accredited
schools to the appropriate agency for investigation, the staff may, at
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times, correspond directly with schools regarding alleged educational
malpractice. Such was the case in connection with a series of articles
dealing with proprietary vocational schools which recently appeared
in the Boston Globe.

_ The Glohe aceused several proprietary vocational schools operating
in the Boston area of a variety of abuses ranging from misleading
advertising to violation of State laws. Inasmuch as several of the
schools named by the Globe are accredited by nationally recognized
accrediting agencies, these abuses, if actually committed. would indi-
cate serious violations of the agencies’ acereditation standards.

\ccordingly, the staff corresponded with the acerediting agencies
and requested that they submit to OL a report of their investigation
of the matter. Further. because several of the schools cited are cligible
for Federal financial assistance programs administered by OE, the
stafl wrote to each eligible institation and requested that it provide
OF with its response to the Globe allegations. i

Presently. the Oflice of Education still isin the midst of an intensive
review of the eases and issues revealed by the Globe articles. A report
on this will be presented to the Commissioner’s Advisory Committee
some time this fall. ) )

Another timely series of articles regarding the trade school industry
was publishe-l recently in the Washington Post. Entitled, “The
Kuowledge Iustlers,” these articles provide another perspective on
what. hopefully, is a national effort to rid the Nation of frand. ex-
ploitation, and deceit wherever practiced on Americans secking to
further their education.

The Post series gives greater visibility to important issues regarding
which the Federal Government is working closely with State and
private groups in an effort to fashion solutions.

The relevant statutes speak only to the Federal reliance on the out-
puts of the accrediting agencies for eligibility purposes, and those
outputs are the lists of accredited institutions or programs maintained
by every accrediting body.

Because of the vast sums of Federal money which ultimately flow
throngh reliance upon the accrediting mechanism, however, the Office
has deemed it only prudent to establish, and gradually intensify,
Federal oversight of the operations of those accrediting agencies recog-
nized by the Commissioner. One of the pressing questions right now
is just how far this oversight can and should go in order to achieve
realistic assurance that both the student’s educational rights and the
taxpayer's dollars are protected while, at the same time, avoiding
uirvarranted Federal intrusion into the educeational process.

AMr, Hicks. Who malkes that determination ? .

Mr. Muiritean. We have no good yardstick for making that deter-
mination, other than that we have a policy of saying that in weighing
whether or not a school is providing quality education we shall rely
upon the accrediting agency. However, we are becoming mcreasmgl_\'r
concerned, as I'm sure you are, that the Federal interest must be served
by protecting the rights of the student, and by preventing him from
being exploited. . )

Mr. Hicks. How are you evidencing that concern?
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Mr. Meirnean. We respond to the complaints which we have, then
correspond directly with the institution and with the acereditings
ageney. Also, we are moving now to put into the regulatory mecha-
nism of the Oifice of Fdueation some new requirements which will be
addressed to limiting, <uspendine, or terinating institutions which
are practicing activities that are against the public interest and that
arce against the consnmer interest,

Mr. Ihicks. When you say we are doing that, are you referring to
you gentlemen at the table there?

MroMumnean. I am referring to the Department of Health, Educa-
tion, and Welfare and the development of regulations to Carry onr
statutory direction which we have from the Congress to establi<h
standards by which we can limit, suspend. or terminate eligible in-
stitutions which practice activities that are contrary to the public
interest. ) ‘

Mr, Iicks. Tlow long have you been doing this?

Mr. Mumuean. We havy been working on this now for the past 13
months., and we are now in the process of presenting these regulations
for publication in the Federal Register,

Mr. Ihexs. How long have you had the authority to do this? )

Mr. Memnran, We have had the anthority to do this since the
enactment of the education amendments of 1972,

Mr. Hicks. Mr. Luman ¢

Mr. Mivmuran. 1 would like to share with you just a couple of other
iterus or problems,

Mr, Ihicks, Very well,

Mr. Muenean. The second area of problems that we have encoun-
tered in our experience in carrying out our eligibility responsibilities
stems from a lack of consistency within the postsecondary education
comintinity.

Let me say that beeause of the need for consistency in administra-
tion, there 1s a tendency to think of postsecondary education as a
homogencons entity. ) )

This frame of reference has been reiuforeed by an active Federal
posture against discrimination of any sort against any of the various
ategories of schools, and that is good. In reality, however, the posi-
secondary educational universe is a set of heterogencous subsy stems,

With the extablishment of each new funding program, OF has found
the problems becoming more complex in sorting out the real from the
imagined differences among institutional types, particularly as cate-
gorized by type of control : Public, private nonprofit, and proprictary,
or profitinaking,

Though the educational funding statutes make some provision for
strieter treatment and hmited benetits for profitmaking schools, they
are silent on the extent to which the public should be protected from
unethical school operators who are more interested in profits than in
edueation,

. The Oflice of Education has been examining the problem of need and
justification for valid, differentisted standards in this regard for some
time now,
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From a practical standpoint, OF has determined that one feasible
attack upon this problem can be made by shoring vp educational con-
.;u:uer protection in general, a subject which shall be treated separately

clow.,

We also find a third problem, and that is the increasing complexity of
eligibility determination.

We are all aware of the fast-paced change taking place all around
us. and education is logieally in as much ferment as 1s the rest of so-
ciety. The basic philosophical framework for Federal reliance on the
private mechanisin of accreditation for eligibility purposes was de-
veloped initially for the 1952 Korean GI bill (22 yvears ago) and rein-
forced by adoption of the 1958 National Defense Education Act (16
years ago), ‘

I.t was essentially retained during the mid-sixties when landmark
legislation in support of higher education was enacted (approximately
10 years ago).

We should not be surprised to find. then. strains and stresses as we
attempt to resolve today’s eligibility problems into statutes that were
designed to suit another era. Almost twenty classes of students have
enrolled, under Federal funding assistance prograins, in the halls of
vy since the Korean GI bill became law. and we are faced with an alto-
gother different set of circumstances now. )

You could prepare your own list. Let me suggest my lisi of circum-
stances that have come into being in the last 22 years that we have not
addressed as Vet in determining eligibility.

We now have open universities, or external degree programs. and
other types of nontraditional study which all of us are encouraging,

We now have to deal with foreign institutions which we did not ﬁa\'e
to deal with 22 years ago.

There has developed a whole series of branch ecampuses which were
not in place 22 years ago. ]

We have had an increasing emphasis on postsecondary occupational-
technical education.

We're witnessing nowx a number of small. freestanding special pur-
pose institutions. :

We are now hopefully placing additional emphasis upon part-time
study and continuing education, so the standards for eligibility that
stood the test of the education community 22 vears ago need to be
reexamined in light of today's developments.

I would like to say that two other basic points should be mnade with
regard to difficulties in eligibility determinations.

First. the Office mnst deal sympathetically with the accrediting
agencies’ attempts to address what they see as their own goals. needs.
and purposes, The objectives of some of the accrediting organizations
oceasionally are not targeted fully on broader public or social gonls.
Under present regulations, there often is nothing that can be done
when such unfavorable impact oceurs.

Second. informed and discerning administration of the existing eli-

_ gibility machinery is not limited to declaring institutions and pro-
grams eligible. but also to declaring them ineligible when necessary in
an appropriate and timely manner. Indeed, the ability to act swiftly
and fairly on the termination of eligibility is extremely critical when
an institution’s quality situation is deteriorating rapidly.
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The anthority to develop regulations to limit, suspend. or terminate
cligibility for the federally insured student loan program was obtained
in the Higher Education Amendments of 1972,

As I already reported. we are moving to publish regulations that
wotild enable us to carry out the sense of that statute.

We have another problem, just as you have a problem, and probably
the major problem that is before you. That is, what can we do about
protecting the consumer who is seeking educational services.

We have been tmoving strongly on this front in the past 2 years.

Npecifically. the Office of Education has supported. participated in.
or accomplished the following general remedies for unethical school
practices in postsecondary education :

Information exchange with States. the Federal Trade Commission.
and other Federal agencies concerning consumer complaints against
educational institutions falling within the purview of these agencies;

Support and consunltation regarding F'P("s development of con-
sumer education materials and guides for private vocational and home
study sehools; )

Support and consultation with various States on special programs
and improvement of legislation in the educational realm; )

Provision of contract funds. in conjunction with the Departmment
of Defense and the Veterans® Administration, for the development of
a model State law governing the approval of private postsecondary
schools by the edueation commission of the States; an )

Funding by the Office for a study of the interface between private
accreditation and eligibility for participation in Federal education
programs—in the final stages of completion by the Brookings Insti-
tution.

And we have a number of other areas in which we have taken some
initiatlivo in this regard, which 1 will be pleased to submit for the
record.

Let me then summarize this. if T may. I would like to comment
briefly on two items in the realm of educational consumer protection.

First, while considerable publicity has been given to the unethical
practices of certain proprietary schools, there is growing ovidence
that similar problems exist at nonprofit vocational and collegiate in-
~titutions. As the competition for students becomes more acute. it is
possible that many of these institutions are adopting practices pre-
vionsly ascribed onlv to the propriet»ry school industry,

Necond, increased relinnee on State agencies to provide added con-
smmer proteetion in postsccondary education is a matter which 1 think
descerves thorongh exploration at this time. One salient advantage in
using State agencies, when they are eflicient and effective, is that they
generally can provide closer surveillance and oversight, and eau react
more quickly. than can a regional or national organization or aeney.

T have tried above to sketch out for you our view of the real world
of accreditation and institutional eligibility as we see it today from
our particular vantage point. It is not an altogether gloomy picture.

A true statistical perspective tells ns that Federzl aid to postsecond-
ary education has been a phenomenal suceess: Billions of dollars have
flowed, millions of students have benefited. and thousands of institu-
tions have been strengthened for service to the Nation. There is a great
deal to be proud of.
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It is becoming incren<ingly evident. however. that the national
concern for extending postsecondary education oppurtunities to all
who desire and can benefit from them will require more diversification
and flexibility in obtaining these opportunities than is now the case.

This, of conrse, means that acereditation and eligibility procedures
nnst be adapted to these changing condition~. while at the same tine
preserving institutional antonomy and protecting the educational con-
sumer interest,

. With your continued good help. we shall try to hammer ont eligi-
bility standards that will facilitate needed changes and innovations
In posteecondary edueation—standards that will be striet enongh to
protect the Yubliv interest but flexible enongh to encourage rather than
inhibit needed changes and innevations in postsecondary eduecation.

f there are some questions which we conld he helpful in respond-
ing to, Mr. Chairman. we would he pleased to do so now.

Mr. Hicks, Thank you very much,

Mr. Lnman?

Mr. Luewax. Mr. Muirhead. the complaint listing received by your
Oflico indicates that from 1969 throngh 1974, 98 percent had to do
with refund policy in proprietary sehools, 25 percent with wisrepre-
sentation in advertising. and 10.5 pereent with job placement services,

Now, the Federal Government has been traditionully leery of gotting
into what might be enlled the quality of education. which I assume
may be covered by the complaint item No. 3 on the chart—instrue-
tion, learning facilities, aud physical piant. But it appears that the
overwhelming majority of these complaints are peally related to the
business dealings of the school that perhaps could be covered hy some
cligibility criteria. and uot invelve your Office in determining the
quality of education.

Would youn agree with that ?

Mr. Mumuean. I certainly would agree with that. and T wonld hope
that the limitation, suspension, and termination regulations that we
are developing now wonld provide us with an opportunity to do just
that. so that we wonld have some indication of a standard. Tf a school
should violate that standard vis-a-vis its vefund policy. vis-n-vis its
undue reliance, lot us =ay. upon Federal funds in ovder to support the
program. or if it had an inordinately large dropont rate. we wonld
then he able to move toward restricting or limiting the eligibility of
that institution withont having ns charged with intruding into the
educational process.

Mr. Thegs, Mr. Muirhead, are yon saying that before the Higher
Edueation et of 1972, yon didn't have any legislative antharity to
act in this field 2

Mr. Mewtnean. I'm saying that the Edueation Act of 1972 pro-
vided us with the precise authority that would enable us to develop
regulations for limiting. suspending, or terminating institutions.

Mr. Ilicks. Well, how did the Government struggle along since
1946 in the first GT hill 2 Have they just been letting us go?

Mr. Mumneap. No. we have been relying. as I tried to explain in my
statement, upon our response to complaiuts from publie, from students.
and from schools, and had directed those complaints through the
accreditation process.

Mr. Hicks. Persuasion?
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Mr. Muirnean. We had a suflicient clnb to terminate the participas
tion of an institution if it was evident that they were clearly mis-
using the public funds,

Mr. Ihegs, Well to be very frank with vou, Mr. Muirhead, I sat
hera and 1 listened to all of the words flow, and they flowed very
nicely, but we've had this problem srop up time and time again.

The series that was published in the Washington Post, the Globe.
the Reader’s Digest—if we have been in this since 1946, it wonld seem
to me that your Office down there would be able to come up here and
say, this is what we need and this is what we propose to do, not that
we've grot it under consideration.

: .\(r.' Moore. how many dollars are involved in student guaranteed
oans!

Mr. Moore, Total?

Mr. Hicks. Total,

Mr. Moure. For the entire program. State agencies and the Federal
direet insuranee, just slightiy under $¢ hillion,

Mr. Ihieks. Now, do you have any idea how much of that gres to
proprietary schools?

Mr. Moore. I ean’t be exact becanse we're not finished with our
1974 figrures, but it seems to me, well, taking the whole vocational, tech-
nical area as one. it's around 40 or 42 percent.

Now. that includes propriectary schools.

Mr. Hiexs. Now, are we talking about vocational schools?

Mr. Maore. Yes, that's right. These are 2-year or certificate voca-
tional schools.

}l‘r ’Hu:xa. Tbey're not all proprietary. Some of them may be

mblic?
! Mr. Moonr. That’s right.

Mr. Hicks. Mr. Mnirhead. in your view. are there anv immediate
and apparent differences between nonprofit schools and proprietary
schools—or do the problems that we have run off into both of them ?

Mr. Muiriean. Well. T think we have a higher incidence of poesible
violations of the nse of Federal funds in the proprietary schools. but
as I tried to indicate in my statement, the very factors that lead to
that type of behavior may very well be coming in the private or the
public colleges that are not of the profitmaking varietv. We need, and
we will seck. from the Congress. additional legislative authority to
ozfx fl“m; the eligibility standards that are in the education amendments
of 1972,

As yon know, the edueation aimendments of 1972 empower us to de-
velop regulatory anthority. but it is directed only to the guaranteed
loan program. T think that as this unfolds. that the Office of Educa-
tion will have to have anthority in all other programs where the Fed-
eral funds are involved.

Mr. Hicxs. Including the Veterans’ Administration !

Mr. Muirnean. Well, T think that the Federal Government. in order
to protect its interests. will ultimately have to have some kind of au-
thority that will enable it to withdraw eligibility if there is a clear
violation of the public intc rest.

Mr. Hicks. Now. you say $7 hillion of guaranteed loans. How does
that compare with the Veterans’ Administration—what it’s doing, and
do you have any ideat
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Mr. Mooge. 1 don't know the level of the veteraus® support. Mr.
Chairman, at all.

Mr. Hicka. Is there any liaison between the Veterans® Administra-
tion and the Office of Education in this area!

Mr. Prorrtrr. Yes, Mr. Chairman, there is linison with the Veter-
ans’ Administration in this area of educational consnmer protection.

We do share complaints, primarily we receive coaplaints from
them. Upon occasion. in special cases, if a problem situstion develo,
which is very clearly of interest to them, then we contact them. We
it by phone: we do it by memcrandum: we do it by meetings. We re-
veal to them the kind of problem that seems to be shaping up. give
them as many facts as we can, and they in tuen reciprocate.

Mr. TTieks. Well. now. should yonr Office be the one with the greater '
expertise in this field, shonld von be the lead agency in this. or should
the Veterans” Administration be trying to puratlel yvour expertise in
this purticular area?

Mr, Provrrrr. Well, I'm not sure which expertise you mean. If it's
i consuer ednention, thev obviously have a statutory responsibility
for their own program. and the responsibility for overseeing their pro-
aram pests with them.,

Mr. Hiexa, Should it?

Mr. Prorrrrr, I'in afraid that's not for me to answer.

I would say that in the area of acereditation, however. Congress has
elearly lodged that respousibility with the Office of Edueation and
with the Commissioner. 1t's a kind of responsibility where we ecan
service the rest of the Federal Government, and we do do so. whether
if"- VAL Department of Defense. Justice, and other Federal agencies
ala,

Mr, Hieka, Well. is there a Good Tousekeeping seal of approval for
edueational institutions?

Mr. Prorrirr. Well, I'm not sure.

Mr. Hicks. Should vou be ¢

Mr. Prorrrer. Should we be?

Mr. Tlieks, T mean, can the Veterans' Administration say, we'll pro.
vide the funds for this young man to go to this institution. or take
this course in this school, if the Oftice of Education has put its stamp
of approval on it. and we don’t have to worry abonut it anymore, e«.
cept to grot the funds there?

Mr. Prorrirr. 1 wonld not thiunk that that would be an appropriate
thing, certaindy at this time, if ever,

I dau’t Lelieve the Office of Edueation is geared up to award the
seal of (Hod Housekeeping, if von will, to any institution: whether
or not in the futnee it or some other ageney receives that authority is
amatter which Tean't prediet,

Mr. Ihieks. Now. we heard this morning from » gentleman who took
the position that the Federal Government, in a large scuse. ought to
butt ont, and that the State onght to be responsible for dommg all of
thi=—putting the seal of approval on. What is your view along that
line ¢

Mr. Muwiean. Lot me help on that, Mr. Chairman, if T may.

First of all. let the record show that 1 den’t think that it is the re-
sponsibility or shonkd be the responsibility of the Federal Government
to 1s=ne a stamp of approval as to the quality of an institution.
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I hope that we ean resist that as long as T ean see down the road.

Mr. Hicks. For what reason ?

Mr. Mricnean. Now, what I wonld like to say, however, is that we
continie to rely upon an acereditation system. )

That could include the regional accrediting agencies. can include
tie national program acerediting agencics, and shonld increasingly
incInde the States as they develop the confidence to review institutions
and to conduet the necessary investigation and followup, and by all
wieans. let's have the States approval velied upon.

Now. there shonkd and mnst ie a Federal responsibility to see to it
that the Federal mterests are protected : One, that rhe Federal funds
are not being wisuzed by institutions:; and two, that students who hasve
Leen supported by the Federal Government, to help them get an edu-
cation, do indeed have an opportinity for a respectable edueation.

Mr. Iicns. Now. who is going to make the determination that they
wet 1!

Mr, Meirnean, Well, 1 think first of all, that the way to offer some
assurance 1s to see to it that institutions that are providing education
hanve indeed met some quality standards.

Mr. Prireisnn, Wha makes that determination ? )

Mr, Mumnran, Well. at the present time, that determination is
rrde ina variety of ways.

It ismade. first of all )

Mr. Prrrenann, Well, obviously, it isn’t working.

Mr. Mumneap. Well, now, let's not just jump too quickly to the
conelugion that it's not working.

We're talking about over 8,000 institutions, and you're zeromg on
some of the problems, and they indeed are problems, but let's not, you
know, whitewash the whole thing.

Mr. Prircnarp. I'm not trying to whitewash, but are 90 percent of
the schools up to standard ?

Mr. Mcmrneap. In response to your question, who should determine
whether or not a quality education is provided, that determination can
be provided in a variety of ways. )

Mr. Prrrenagn. What way do you think it should be?

Mr. Muiknean, Well, I think that there continues to be a very
etfective role for the regional acerediting agencies to provide that
RIU RN AN

‘There continues (o be a very effective role for specialized acerediting
ageneies to provide that service, and I think there is an increasingly
noportant role for the States to carry out that service, ’

I would hope that the agency of last resort in terms of determining
the yuaiity of the education would be the ederal Government.

Mr. Prrrcuarn. 1 wonldn’t argue with you on that point, but ac-
ereditation, ar jeast the way it's been working, hasn’t measnred up,
and what we're trying to probe around here is where should we put
the bell on this? Where does the responsibility actually lie?

Do you have any complaints coming out of the State of Indiana?
Do vou ever get any complaints out of that State

Mr. Prowrirr, Yes, sir: we have had some complaints out of the
State of Indiana, The last complaint that I can recall came about 4
Years ago.
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Mr, Prircitarv. You're not having any more complaints out of
Indiana, if it's been 4 years, so they seem to be doing something
right.

Mr. ProrFrrr. We would agree with yon 100 percent.

May I say that accreditation has been effective with the great major-
ity of schools, the very great majority of schools in both the proprie-
tary aud the nonproprietary sectors.

The instincts of the s-hool operators perhaps have been what they
should be, the great majority, and they don’t represent problem cases.

We're dealing here with a problem area tlt is more or less con-
fincd to a certain percentage of the sector of the total postsecondary
school universe. ) )

Now, the percentage is relatively small, but in terms of the impact
upen the students and their parents who are involved in the amounts
of Federal funds involved, they are quite often quite large. becanse the
unethical school, whether it be a proprietary vocational school or a
college that has run away with its sense of ethical standards, tends to,
i essence, gorge itself upon the kinds of returns it can get from the
Federal funding programs. )

Mr. Ilieks. Now, when you're talking abont funds, are von talking
abont gnarauteed loans, are yo» talking about grant funds? Wh
kind of funds are you talking abont?

M:. Prorrirr. Well. I'im talking here in terms of those administered
by the Oflice of Education, of insured stndent loan, college work-study,
basic educational opportunity grant programs.

Mr. Hieks. How wounld you divide those down pereentage-wise?
How munieh is insured loan, how mueh is work-study grant. and so on?

Mr. Prorerrr. Well, there are some more programs, Mr. Chairman,
at least if we're talk.ng abont the kinds of programs that can be im-
pacted on this. We're talking about probably at least five or six
funding programs.

Mr. Ihieks. Now, we have a number on the insured loans, $7 biltion,

Will vou give us a ballpark ficure on the other?

Mr. Muoinran, Let me help with that, if T may. Mr. Chairman. and
we have no comparable fignre to the $7 billion fienre. The &7 hillion
fignre, of conrse, represents the amonnt of eapital that has been loaned.

The amonnt of the Federal inve-tment in that, of conrse

Mr. Thes, That's the next question. ITow many have been defanited
:ll\ml how many ave proprictary schools zlad how nuany ave the other
tind?

Mr. Mrirnr . Now, let me try to answer the first question by put-
ting the ST billion inte the proper conteat. Seven billion dollars does
indeed represent the ameunt of eapital that has been available for
loans, but that capital has come from the private marketplace, and
it is supported with Federal subsidies, which this year—-

Mr. Prrretarn, The gnarantee?

Mr. Muiritrap. Yes: the guarantee of special allowance, and to give
vou some way to measure that, onr 1975 budget for the guaranteed
oan program is $315 million to suppori the subsidy and the special
loans, which probably is a fignre that would be more comparable to.
the other fignres that I'm going to give you.

Now, yon asked about what other types of support we have.
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We have a national direet student loan program, which is this year
supported with a level of $286 million.

We have a basic grants program which this year is supported at the
level of $475 million. and the college work-study program which runs
to about 270 million. and an education opportunity grants program
whieh is in the neighborhood of $210 million,

. To really sort of wrap this up for you. the total Federal effort,
insofar as it carried on by the Office of Fducation is somewhere in the
neighborhood of about £1.9 billion in support of student assistance.

Mr. Hicks. All right, now, how big of a bite does the proprietary
school get out of this¢

Mr. Memwuean. We wonld have to get that for you for the record,
Imt the proprietary school bite. taken as a whole. including all those
programs that I mentioned. in my judgment at the moment would be
less than 10 pereent. T wonld have to get that for you.

Mr. Hicks. These 10,000 schools that we are talking about, or 8.000,
or whatever the figure was here, get about 10 percent of this billion
900 million. that ichudes the subsidized interest, so it increases the
hasie amonnt of money a grent deal more when we get into the guaran-
teed loan. is that right 2 Or the insured loan. whichever.

Mr. Mormiean. Well, we'll provide precise figures for the record,
Mr. Chairman, but to just give you some sort of way to compare it,
we had talked abont a total universe of over 8.000, and the number of
proprietary schools is about 1.300-1,730.

Mr. ITicxs. Well, that's the whole vniverse?

Mr. Momrmean. Yes: 1,730 represent the proprietary schools that
we e discussing. )

Mr. ITicks. Now, Indiana had 500 of those.

Mr. Prrtesiarn. No.

Mr. Luyan. No.

Mr. Prorrrrr. Indiana might have 500 proprietary schools, but not
all those 500 schools by any stretch of the means would have been
cligible for our funding program.

Out of that 1.730 T would just gness there would be 50 or 60 of those.
of the 500 in Indiana, that would be eligible and included in our 1,730
figure.

“There are rouchly considered. estimated. or guessed to be anywhere
froni 10,000 to 30.000 proprietary schools in the United States, depend-
ingr on the definition.

Me. Priteirarn. You say there is somewiere between 10,000 and
Jn00ea?

Mr. Provrerr. That's the guess. )

Mr, Prirertarn, Doesn’t somebody know in Government ?

Mr, Prorrrrr. Well, nobody knows anywhere in our society how
many of these there are. _

Depending upon the definition of a proprietary school, the most
generally accepted figure is 10,000, but if you expand that definition
to include one-man operations and one-room above store fronts that
advertise in the vellow pages and the want ads and newspapers, it may
very well go ae high as 30,000.

}.\h?'. Prircitarn. Welly they have a State business license, don’t
they ¢
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Mr. Prorrrrr. It varies from State to State. X ) )

In some States. they could move in and set up their operation with
no qualification whatsoever. )

Mr. Hicks. Well, this raises a point in my mind. .

If vou've got these restricted down to 1,700 that are eligible for
vou. out of this tremendous number. are any of those 1,700 the people
that the Reader's Digest was writing about, and the Boston Globe, and
the Washington Post, or are they writing about all these other
institutions?

Mr. Moemriean. The Boston Globe article did inelnde schools from
the 1.730, and as I reported in iny testimony. we pursued that with
them, both with the agencies that had accredited them, and with the
school itself.

Mr. Hicrs. Well, are the problems with the 1,730 miniscule in com-
arison with the rest of them, or are we talking about the same prob-
em with the 1,700 that we are talking about with all the rest of them

that don't get. at least, money from your department ?

Mr. Prorrirr. Well, the problem is greater than the number of
schools that we dea! with. Unquestionably. the problem is much
broader within our societal context than just the schools that are in-
volved with the Office of Education or the Veterans’ Administration.
or what have vou. We do have a broader social problem here, very
definitely, and we have tried to address it within the context of our
statutory responsibilities, because when we do have unethical school
operators. again, the impact can be really serious. serious upon onr
funding programs and upon the individual students and their rela-
tives who are involved in this matter. We have also felt we had a
broader responsibility to society, and that’s why we've taken certain
steps within our province to encourage an effort to get at this broader
societal problem which not immediately, but very definitely, indirectly
impacts upon our ability to deal with the unethical school operator.
One way has been to get three Federal agencies together to fund the
development of a model State law to regulate private postsecondary
institutions. That law was pronmlgated by the Educational Commis-
sion of the States. and the various State legislatures have begun to
look at that. ‘

One, the State of Montana, has already adopted it. The State of
Tennessee has adopted portions of it. and so forth.

Mr. Prircttarp. The thing that's hard for me to understand is that
we're talking about. as I gather here, about $200 million that has gone
into these schools. If it's 10 percent of $1.9 billion, why we're talking
about $200 million

That’s a lot of money, and we've been searching here to see what
kind of controls are on it. You people in 1972 got some additional
anthority. Did vou testify when that was going throngh?

Did vour office testify, or did you ask for this legislation? Did you
favor it. or how did this additional anthority come to yon?

Mr. Mumkisean, T think, as I look back at it, in retrospect, if the
question had been addressed to us. and I ean’t say whether or not it
was. but if it had been addressed to us. we would have favored it be-
canse we see all the needs for additional responsibility to prevent mis-
use of the Federal funds.
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Mr. Prrrcrar. I would think you would have been the people who
would have been testifying, and when you testified in 1972, or at least
you saw this legislation going through, you would have immediately
started working on the plans, and how to bring forth some regula-
tions that would be effective. ITere we are in 1974, and we still don't
have the product, and I vealize that government moves slowly. but,
my golly you know, the horse is out of the barn, and it’s continually
getting out of the burn, and I get upset with the Defense Department
and how they handle the Federal dollar. but after listening to all of
the testimony, we do know one thing,

The State of Indiana isn't having troubles. That’s the one thing
I found ont in this whole deal. We have one State—I don’t know if
the other States are having problems, but Indiana isn't having
troubles.

You say maybe they're not reporting, Mr. Proffitt? But I'm sure
we Te going to turn the spotlight on and find out.

It’s incredible to me that we're talking about this many millions of
dollars, and we're moving this slowly, and I begin to wonder if the
press and the Reader’s Digest, and the rest of these people that have
been jabbing you and jabbing everybody else, maybe this is the best
thing.to kind of warn the public.

It’s beyond me, and maybe I don't see the picture.

Mr. Muirneap. No, Mr. Chairman, I think that your criticism is
well founded.

I think that we should have had in the Federal Register now reg-
ulations carrying out the amendments of 1972; in explanation of that
and not in defense of that. I think you have to understand that the
education amendments of 1972 carried a lot of other provisions and
among those provisions was the requirement that every Federal pro-
gram for support in education had to have regulations developed and
published in the Federal Register.

You know. on the face of it that may not seem much of a task, but
when placed upon an agency and upon the legal staff of an agency,
that has been a gigantic operation to carry forward.

We have had to make decisions as to which regulations we wonld
go forward with first. In our system of priority. we were faced with
deciding. if yon don’t have these regulations, then this program will
not be operable. Our decisions were to move and to get the regulations
out. to make the program operable. ]

We're now honefully going to move to carry out the limitation,
suspension, ternination regulations. but the explanation, and it's not
a good answer to your question. is that it’s a matter of priorities in
terms of carrving ont the mandates that were in the edneational
amendments of 1972 )

Mr, ProFriTr. Another dimension of this. Congressman. is the par-
ticular wav that that statutory provision was worded.

The limitation, suspension, and termination aut horitv referred hack
to the substantive reculations of the program—the substantive regn-
Intions of the program had been nnder rewriting, They’re very com-
plex. Tt's heen a major job so that the limitation, suspension, termina-
tion is move or less linked with that.-
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Towever, as Mr. Muirhead indieated, that portion has been de-
tached from ir, and we hope we can move forward separately on the
main body of the regulations.

Mr. Prrrcraro. Let me just say how, as a neophyte, I would have
done it and have gotten into a lot of trouble. You people have had
the ability to hold back money. At least, you've proven to me that
you can hold back money in a lot of areas where things were going
pretty good.

Now, it would scem to me that you would call in those States and
vou would tell those States, you clean up your own house or we're
going to start holding back the money. We've got a million ways to
slow down the pipeline, and you've got some States that are operating
pretty well, and you undounbtedly know where the States aren’t doing
a ood job, and whether it's real abuses, and you turn the heat on State
covernment and say, look. we don't want to get in this ficld. This is
what von would have done, shonld have done, and we want you to do
the job. Now, we're going to start slowing down the money that comes
to vou and vou're going to start getting a lot of complaints because
these sehools aren't going to be able to operate, and all kinds of you
are going to be hurt. Now, you get on the stick and do the job, or we're
o to come in and start hurting you.

And it would have taken some heat and you would have gotten
some lettors and you would have had some Congressmen like me writ-
ing vou about how vou are hurting some good school. but I just have
the feeling that my State would have moved faster when they found
nlut that they were going to lose some Federal dollars if they didn't
shape up.

Now, ¥I) come back to it—we have some States—# years, we haven't
had any complaints on Indiana. After all, you can't say that about an
awful lot of other States.

Thats all the questions I have, Mr. Chairman.

Mr. Hicks. OK.

Mr. Luman? ) )

Mr. Luarawx. Mr. Muirhead. despite your claim of priorities and
what have you, referring back to your statement. you point out the
ability to act quickly and fairly on determination of eligibility is
extremeiy critical when an institution's quality siiuation is deteriorat-
ing rapidly. We also found out that in perhaps 75 percent of the com-
plaint cases, assuming they're representative, the Ofliee of kducation
could have moved against the school if it had written its regnlations.
Yet, here we are 2 vears later, and you say in your statement that
vou're considering legislation to expand the authority of the Com-
missioner to limit, suspend, or terminate cligibility for Federal funds.

Have you now. in your office. put a higher priority on this job than
in the past? What would happen if yon got that legislative authority ¢
Would we have another 2- or 3-year cycle until we rewrote the regu-
lations?

Mr, Merieap. Quite obviously. no.

The point has been made by several people that we have been late
in publishing the regulations that we were cmpowered to publish
ulndor the education amendments of 1972, and I have acknowledged
that.
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I'm now saying that we are moving and moving vigqrously to get
those regulations published. I did respond to your question by saying
that our experience now would seem to indicate that the authority
that is embedded in that statutory provision for limitation, suspen-
sion, and termination should ])mﬁn})]y be extended to melude pro-
grams other than the gunaranteed stndent loan program, and we're
, acknowledging that we should have had it done before,

My explanation, and not a defense. is that the education amendments
of 1972 had many other provisions that at the timme seemed to us to have
a higher priority. .

Mr. Luaax. When do youn predict that we will see the regulations
appear in the Federal Register?

My, Muienran, Would yon answer that, John ?

Mr. Prorrrer. We wonld hope within the nexr several months.

~We're working on the dratt. This is a draft of the particular Limita-
tion, suspension, and termination procedures. This is a markup draft.
1t all zoes well, we expect to have this draft in polished shape for the
Commissioner to review at the end of this week, certainly by next week.

Mr. Prevenann. Who else 1s working with you on these guidelines!
Who outside of your organization are yon consulting with, working
with on this? :

Mr., Prorrrrr. Well, at the present time, a group within the Office of
Faneation and with departmental representation is working on this.

Mr. Prrreiaro. It's always tongher, you know. you have to back
off your position. Will you then take it, sit down with ditferent groups,
national groups, or what have you, or will it come out as your docu-
ment. and then you'll sit down with these other people?

Mr. Murmrurap. What we will do. in followmg the behavioral pat-
tern that we have followed in similar activities, is that when we have
it in draft form, we will then circulate it to appropriate, interested
bodies and ask for their input.

Then, having digested that, we will put it up for rulemaking, and
there will be another period of input from those interested partics
before it becomes final, »

Mr. Lraan. Is your estimate, Mr, Proffitt, a couple of months to
when it hecomes final. or until when it goes into the Register?

Mr. Prorrrrr. Well, it would be when it goes into the Federal
Register for a 30-day peried of comment,

Mr, Luman, Yes. but just to reclarify my question, what is your
target date for putting the regulation in the Federal Register 2

My, Prorrrer. You're talking about in final form?

Mr. Leatan, Well, no, for comment, the initial publication in the
Register,

Mr. Prorrirr. T'm sorry, for comment our target date wonld be to
get it in the Federal Register, if at all possible, by November 1.

Mr. Luatax. Now, intil you write your own regulation here, aren't
you forced to use the acerediting encies ?

Mr. Prorrrrr. Well, yes, sir. We have been using, been relying upon
accrediting agencies for some years, and even with these regulations,
we will continue to rely upon them, i

Mr. Luyan. But without a regulation, aren’t you in a situation that
if yoit go to the accrediting agency—let's say you ask them to do
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something about what might be termed a business practice, refund
policvy—and suppose that vou are unable to come to an agreement with
them. Then you will have to throw the whole accrediting association
out.f it got down to that point, would yvon not ?

Mr. Prorrrer, Welllit's quite possible.

If we renched that kind of a position. we wonld definitely have to
call the acerediting ageney before the Commissioner’s Advisory Com-
mittee to explain or to defend why it shonld not be removed frem
the Commissioner’s list.

You might say there have been at least half a dozen such instances
in the past,

We have reviewed and taken action upon acerediting agencies on
approximately 160 occasions. and on 80 percent of those occasions,
some stipulation or other. at least one, and quite often a number of
stipulations. have been placed wpon the acerediting agencies relative
to their continued listing on the Commissioner’s list .

Mr. Loyax. Lei me ask once again on the funding involved—I
think we went throngh this in vour office one day. Mr. Proffitt. and
1 left rather confused. Let's try it again,

How many student loans do yon estimate under the gnaranteed loan
program have heen made to date to persons attending proprietary
vooaiional sehools?

Mr. Mewmaewn. T think Mr. Moore may have that in his records.

Mr Moore. Well. as T <aid earlier Mr, Luman, T don’t have the exont
total for proprictary schonle, Lat the fignre is around 20 percent for
all pe tsecondary technical. public and private. inchnding proprie-
taries, These are non-degrec-granting institutions,

Mr Loy, What iv vour etimate of that gronp that wonld be
proprietary ‘ .

Me, Moore. Just a ball park estimate—I"d have to give you some
more precise figures, but my guess there is that probably three-fourths
of that would go into proprictary school students. or about 15 to 20
of the total loans.

Mr.Lo-wvamgl hat's of the total 37 hillion?

My, Mooge, Yes,

My, Lvsax, OK.

Now. how much of that. how nmeh of the $7 hillion, should have
been paid by now ?

Mr. Moors. Been pai.i back?

Mr, Lusav. Yes,

- Me Moore. Aeain, T conldn’t give a precise fisure, but my ¢ness
1= abont 221 hillion has run off, that i, has heen paid back. which
wonll leave a little less than %3 billion. of what paper that is in
sehool or paper that is not in a fillly repaid status, )

Mr, Loesas, Now, this £5 billion is not vet owed to the lender. is
that correct? .

Mr. Moore, It's either in-school. which means the student is still in
school, or it's matiured and is being paid back.

Mr. Lusax. It's being paid. All right.

Now. vou said %2.1 billion has run off, How much of that was not
paid hack. went into defanlt?
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Mr. Mooke. We're not finushed with the 1974 figures vet, but my
guess is that the total cumulative default figure will go to about %240
million as of the end of fiseal 1974,

Mr. Leatas. So we're gotting what. 88 pereent or somewhere in that
tigrure paid back ¢

Mr. Mooge. Well, my $2 billion figure was the runoff. I meant that
has been paid back.

Mr, Lryas, 1T see, X

Mr. Moore. And part of that $5 billion is in the repayment process.

Now, the way we arrive at defoult 1uces is to take the cumulative
defaults and apply them to all paper in matured status or paper that
las been retired. and the rate we've nsed—we don’t have a 1974 rate
vet. but the 1973 rate was 5.7 percent for the whole program,

Now, this changes every vear,

Mr. Muvignan, Let me just comment on that a moment. )

Whether or not the default rate is determined by the amount that is
outstanding. or the amount that has matured, we always start to get
onr feet tripped ap on this whole defanlt questinu—basically, the de-
funlt rate in the guaranteed loan program is running about the rate
that Mr, Moore suggested. 5.7 percent.

Ouvr projections are that that rate is probably going to creep np
and is going to ereep up for a very understandable reason. That is
that more loans are going to come into repayvment status, and at a
faster rate than had heen the ease in the last 2 or 8 vears.

Weare tremendously coneerned about the default rate. and we have
approached the Congress and have fonnd them equally concerned abont
the defanlt rate. We have put a considerable amonnt of our resonrces.
with the approval of the congressional Appropriations Committee,
into correcting and improving that sitnation.

Now, having said all of that, and indicated that it's a very. very
inportant problem that we must continue to pursue. T think e also
ought to point out that we have here a program that in a relatively
~hart time has jnst burgeoned to the level of $7 billion, and that abont.
5 pereent of the young people participating in the program are pay-
ing their loans back. Somehow or other, you know. we've got to put
that inte foens, .

On balance. voung people are willing to aceept this obligation and
pay the loan back, and we really ~an’t expeet, and I'm sure von don't
expect, that the aefunit rate in the guaranteed loan program of this
hind will be comparable to the defanlt rate in a commereial bank loan
program,

Mr. Pritenarn, You wonldn't need it.

Mr. Mumngean, Thank vou.

Mr. Lrsmax. What abont. the concentration of defaults? Mr, Moore
recently sent a letter over to the Senate Veterans' Affairs Committee
in which he said that preliminarv data suggests that more than 60
percent of the defaults on federall, insured loans can be paid on be-
hal? of stndents attending f=«or than 5 percent of the educational
institutions.

Now. wouldn't it be possible, and T suppose vou are doing some-
thing, to work with the institutions that seem to be attracting students
that have the problems? Couldn’t vou cut this default rate?

Mr, Momnrap. You're very right in your analysis.
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We shonld concentrate our forces and our resources where the prob-
lemns are, Throngh our regional offices where most of our help in deal-
ing with this ({)roblem will be located, they are indeed seeking out
the schools and those lending institutions where there is a higher in-
stance of default than in others. The problem, you know, is just not
a matter of collecting the student loans, but a more important part
of the problem is seeing to it that they have a much better method
of counseling the student before he goes into retainer status, and
that we get lenders to do mare about having students go into defanlt
before they reach that point, than they are now doing.

Mr. Hicks. Mr. Graham ? )

Mr. Grauam, Mr. Moore, what is a default? Is that a delinquent
pavment for 90 davs or inore?

Mr. Moore. No. default occurs after 120 days, during which the
lender makes a series of efforts to collect payment, and none is forth-
coming.

_ -\t the end of the 120-day period. he is then able to declare the loan
in default and file elaim with us for payment,

Myr, Grinas. Has there been any determination as to the reasons
for the defaults? '

Are the defaults primarily the fanlt of the student who is just not
paying money back. or is it the fault of the institution to which he
went and felt smmewhat dissatisfied with?

Mr. Moore, We're in the process of finishing our first detailed analy-
sis of this default business through a computer based estimation model.
which will provide the kind of information that. I guess from your
question, that vou are seeking, including the set of characteristics
which deseribe the pereon who is in default, and also a set of charactor-
isties which, T think, will refute some myths about who defaults and
who doesn't.

Some 240-0dd varinbles have been fed to this model, and beeanse of
just the sheer size of this program. it's going to provide, I think. some
very interesting characteristies,

Mr, TTiexs, Well, T want to put a little input into this myth busi-
ness here, )

T had a banker., a small town banker. come in to see me 2, 3 years
ago. Ie was very concerned about vour organization's program be-
eanse, T gnthered, hie conldn’t get a definite statement about the regu-
lations, 1Te said there were all kinds of them. and T understand yon
finally @ot aronund to putting them out, where vou conld enconrage
these’ voungsters to realize that they had a sertous obligation when
thev sianed this note. and what vou did when that note was in de-
fault—it's slipped my mind now: I wrote a few letters on the matter—
and he told me that vou finally got regulations out, but you had them
seattered all over the place and_ they were contradictory. Tfe felt
that vou couldn’t do enough under the regulations that previously
existed to make these people understand that when they signed this
note they weren't getting a grant, that they had an obligation to pay
it back, and they didn’t understand that in many instances.

It was jurst a very blase thing, when they'd come in and they finally
got somrebody in their school to approve the fact that they could get
the loan. and they signed it. and that was the end of it. as far as
many of then: were concerned.
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Now, is there any truth to that, is that part of this myth ? Did you
have good, solid regulations all the time. ov did you spend 2 or 3
years putting those regulations together, too?

Mr. Moore. Well, I'm trying to remember the sequence in which
we issued them.

I think the first comprehensive set was available. was issued prob-
ably in 1969, in the third year of the program, because they really
began in 1966,

Mr. Hicks. Well, time goes really fast around herr—it might have
been that long ago—it doesn’t seems to me that it was that long ago
that he was in complaining about it. )

Mr, Mook, Am‘) then another set was reissued in 1971 or 1972, and
we now have what is, in effect, the third comprehensive set, that Peter
Muirhead was talking about which incidentally has in it, for the first
tinie, a whole set of control devices to get at soine of the concerns
that have been expressed here this afternoon, not the least of which is
an agreement between the Oflice of Education and every one of these
¥.000 schools, which spells out their responsibility under the program.

We have not had that before.

We're also placing requirements on lenders which would speak on
the point that you mentioned, requiring a much more clear-cut defi-
nition to the student of his responsibilitics and obligations under the
program. )

Mr. Hicks. And this, T take it, would permit the lender, if he
wanted to do something, to do it, because some of these sinaller bank-
ers. they're really concerned about this sort of thing.

They just don't take this as a Government guarantee—I don’t have
to worry, we're going to get our money regardless—some of them are
concerned about what happens to these youngsters when they start this
sort of thing,

Mr. Luaax. To pick up on the chairman’s point, wonld you agree
with the statement generally made that one of the most effective ways
to assure a loan is paid back is to make sure that when the loan is
made, the debtor understands his obligations ?

Mr. Moore, Yes,sir. )

Mr. Luatan. Now, the statement was made in testimony before Mr.
O'Hara's subcommittee as an addendum to presentations by the presi-
dent of the Nationul Council of Higher ﬁducation loan prograins,
which said, it's unrealistic to assume that a person responsible for re-
cruiting students could, at the same time, impress on the borrower
the seriousness of the loan obligation he has undertaken, especially
when stressing this point conld result in loss of the sale. )

Now, in your report, I notice yoit don’t break down the (!eln!quqncy
by the gmarantor, but have you found that student lending institutions
are sometimes having difficulty in collections beeanse of this feature?

It's come under attack, as you well know. Some say the schools
shouldn’t lend money, and others say that's the only way that we can
take care of some of the students. It's also attacked on the gronnds
that when you're selling the course and financing the course at the
satue time, You may not make the impression that this is a debt.

Mr. Mookr. There has been some evidence that where the same per-
son. as vou suggest, i< handling both the enrollment contract exeeution
with this hand, and the initiation of the loan agreement with the
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other, that because of the way in which one has to work in that situa-
tion that these obligations are not underlined as well as thev might be.
This is one of the reasons that we will generate for the Federal pro-
gram, out of our computer in Kansas City. along with a postcan{ re-
porting system, which is going to keep the lender much more enrrent
as far as the location of the student is concerned, a letter from the
Office of Education to the student which says the loan commitment has
been issued in o amount: do you realize. or vou mnst understand
that your obligations under this loan as follows: That he understands
from the Federal Government at the time the commitment. is issied,
that this is a loan, not a grant. that it is expected he will pay it back,
that he will keep his lender informed of his status as he goes through
school and leaves it.

Actually, on that point, there are only abont 40-0dd, 44 I think is
the precise number, at the moment, nondegree granting institutions
in the direct lender g:ognm today, so to the extent that that problem
exists, it could only be in a relatively small number of schools.

Mr. Lusa~. Some of them handle significant sums of money though,
do they not ¢

Mr. Moore. Well, that's true.

There are half a dozen—five, T think. to be specifie—very large
correspondence schools where courses are sold on a franchised hasis
all over the country by salesmen.

These are National Home Study Council aceredited conrses.,

Mr. Lresas. Tow soon could we tell the resnits of vour letter sup-
posedly reminding the student of the seriousness of his obligation ?

Mr. Moore. If we measure by some change in the defanlt rate.
withont being facetions, it will be 3 or 4 vears, becnuse of the way the
paper moves throngh this pipeline. With lonns originated this year. the
earliest that loans conld go into payont status. assuming a student
had even a 1-year course in a voeational school, would he 2 years
from now or 2-plus years from now.

Mr. Lumax. T wonder if you'd react to a letter that was sent to
our chairman shortly after we started these henrings. T think we got
it yesterday, us a matter of fact, referring to this pavticular problem.

[The letter referred to follows:]

Juny 12, 1974,

DEAx Cosarrcevax Hicxs . [ read in the Tacomu News Tribune of Juty 11,
1974 anout 1he hearings scheduled on July 16-July 23 on nlleged abuysos by
private sehools,

I do tralning plan approvais or denfale at one of the local “welfare office™
Econonle and Rocial Kervices Office of the Department of Socinl and Health
Services. T am told that pablie vocational schools simply cannot compete with
the private achools In two categories: 1. Atrruetng students through use of
advertivements and publieity : 2. Number of financial afcers avallable to make
conticts and asslst students in making Federally Insured Student Loans, Fedoral
Raslc Grant and other applications for money needed for schiooling. One vehnol
(Batex) to'd me they had not even gotten a reply back from H.E.W. for certifien-
tion for Basic Grants,

Consequently, women on ADC are continually coming Into our office for day
care after having applied for a heauty, huxiness or other school and signed loan
srreements for thousands of dollars, In their attempt to get off axsistance they
are. and already have, |y the time they've come to us, usually put themselves
In woree financial jeopards than before,

Public vocational schoolx offering the reme course of study, of comparahle
quality, are not being utilized. T helleve that public assistunce reclplents are
finding it harder to get off assistarr e and save the government expense hy sign-
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m2 the usunlly untiecessary lonns they mahe to get into private vocationnl
SO,

Pulilic vocational schools need to be afforded publicity, adequate numbers of
financial aid officers, and equal consideration from agencies like HEW for
inclusion in grant programs like Baxic Grantx,

Rtudents need to e protected from the sigaing of loan agreements with private
sehools in much the e vy as houscholders are protected from doot-to duor
alesten. They vaght to be able to get ont of the Qeal 4 week of a month
later if they apply for day care, and we dont helieve their going to a private
selivol and being latd under with a costly Joan repad ment is the faxtext way for
thew to hecome self-supporting.

Sincerely,
Joux A Rirxer.

Mr. Lusay. Would this student referred to here, or these students,
have received a letter under your program? )

Mr. Moore. If the loan conunitment has been issued from the en-
dorsement center in Kansas City, then snch o document will go to them.

Mr. Lusman. So that if we were to look into this, we should find that
these recipients who are on welfare were alerted to the fact that they
are making a loan.

Mr. Muiriean. Yes, and they should also be alerted to the fact that
judging on the basis of the information you shared with us, that they
probably would be eligible for a basic grant.

Mr. Lusax. There's some concern about the basic grant pro. m
not working to reach these people.

Mr. Muirnrzan. Well, the basic grant program is rather specifical v
designed to reach thaso people. That is, we would hope the persoi. on
welfare, 2 Young person secking postsecondary education. wonld be
a prime candidate for support under the basic grant program.

Mr. Lusax. In other words, if the facts are as stated with the writer
of this letter, something is amiss.

Mr. Muiritean. Yes, you are quite right, und we would be more thun
willing to see to it that there is put into the hands of that young person
an application for a basic grant,

Mr. Lusas. Mr. Proflitt, in looking at the Federal coordination and
cooperation, there have been a number of remarks made in these hear-
ings today that it is not all it should be.

How would you describe the relationship of the Office of Education
with the FTC, and the Veterans’ Administration, and the State
agencies as far as exchange of information?

Mr. Prorrirr. Well, first of all, we have several systems under which
we operate in that regard. )

First, I would have to mention the Federal Interagency Committee
on Education's Subcommittee on Educational Consumer Protection.
where we have representatives from roughly 10 or 12 Federal agencies
cooperating together in this whole area and pursuing certain specific
projects through that subcommittee,

}}r. Lunax. How often are you meeting these days!?

Mr. Prorrirr. Well, it varies.

In the 2-vear lifetime of the subcommittee, we've had probably 12 or
15 meetings. There is no regular scheduling of the mceths. These are
busy people—we meet only when we have something of substance to wo
into the agenda. At the present time, the subcommittee is engaged in
developing a report, a Federal  categy paper. if you will, on educa-
tional consumer protection. ¥* ¢ been charged by the chairman of
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the full committee to have this report back and present it to the full
committee at its September 25 meeting, so we're at the present time
engaged in quite a }cw meetings in & relatively short period of time,

Mr. Lrasay. Is the Social Sectisity Administration » member of
that committee?

Mr. Prorrirr. I8 iz not at the present time.

Mr. Luxax. Was it invited to become a member?

Mr. Prorrirr. I don’t know the answer to that.

I wounld have to get that for you. My memory doesn't serve me on
-that pout.

.\glenciu that were considered to be interested were all invitad, and
I don’t recall whether the Social Security Administration received 2
letter or not, but, in addition to that. we have a variety of informal
working arrangenicnts with some of the other Federal agencies, in-
cluding the Veternans' Administration, the Department of Defense, the
Foderal Aviation Administration, the Consumer Office of the Depart-
ment of Health, Education, and Welfare, and other branches of the
Department,

Mr. Lisan. Well. do you think these informal relationships in this
committee suffice, or should we pay more heed to some sort of a central
information organization as was recommended, I think, at a confer-
ence and proposed by & number of witnesses,

Mr. Prorrirr. Very definitely, those of us who are on the suhcom-
mittee feel very much that we need to regularize and formalize the
interngency effort in this area.

A clearinghouse is one ;roposal that’s under consideration in regard
to the suhcommittee's report, 't we don’t think it’s the total answer.

We feel that there are other interagency devices of & more formal-
ized nature which we certainly nead to consider. such as perhaps an in-
teragency working group that does more than just share information.
The clearinghouse is definitely one aspect, but not the only one in the
aren of interagency activities.

“We also benefit from interchange with State agencies, This some-
times is a matter of divect interchange between us here in Washing-
ton, members of my staff, and the State officials, but quite often also
the interchange comes through the Department’s regxional office.

Mr. Lusn. How many States wonld you say, without naming
the, are really interested enongh in this problem to work with it?

Mr. Prorrrrr. Well, onr contact and workiig reintionship has heen
with s minority of States. that I could say, per se. It has not been a
majority.

I would point ont that the problem here is that many States do not
have appropriate mechanisms such as Kentneky. This is very hard
for me to say. but the State of Indiana is very gifted and verv fortn-
wate. if you will. in having an ~flective State agency. )

It <tands somewhat nnique, Tnere are oniv a handful of the States
that have agencies that work at the level of effect*veness of Indiana.

Mr. Pritesrarn. Is it just by luck that they happen to have this?

You've heen looking at all the States. What makes it so?

Mr. Prorrirr. Seriously, no, sir. von have some good people in
Indiana who perceive the problem and who have dealt with it on a
statewide basis. They have met their State responsibility.
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Mr. Prrrcraro, There are some other States—

Mr. Prorrirr. There are some other States. T wish there were far
more than there are at present.

We're going to see this come, and I hope that we in the Office of
Edueation conld encourage and contribute toward this. Over the past
few years, we have been asked to consult with State officials, including
to appear before the State legislative committee, to testify and give
consnltation on this very matter of cither setting up a State agency
or passing a law, or improving a law, or what have you. within the
State, )

I wonld say that we have consulted with about eight States on this
very matter. )

We have let it be known we will be happy to go anyplace, anytime,
to assist State officials in giving them the benefit of our advice and
expertise on this matter, )

Mr, Prrrcuarn. What is it, inertia, or is it some people don't want
to have this type of activity in the State?

When yon start putting some of these regulations through, who is
the opposition?

Mr. Prorrirr, Well, I'm sure here that it varies from State to State.

In some States, private school groups wonld support such regula-
tions.

Mr. Prrreiarn. The legitimate ones—it wonld be in their bes
i.terests.

Mr. Prorrrrr. That's correct. and in other States it's a matter of
developing consciousness on the part of State officials that this is a
need which merits addressing in terms of all of the other priorities of
the State. In some States, the problem which they have frankly is not
so much the operations of the schools within the States as it is the
operation of schools from outside the States, that have their salesmen
coming in, and so forth. so it's a complex situation. Nevertheless, we
do believe we perceive a growing awareness on the part of State offi-
cials, as hopefully we have a growing awareness on the part of Fed-
eral officials. including ourselves, to this problem, and the need to
address it, not in a simplistic fashion. not through one mechanism, but
throngh a variety of mechanisms. .

The States have the legal responsibility, certainly, but the States
can be victimized in spite of their best efforts if they don't have the
cooperation of the Federal Government. )

JMr. Lvaas, Mr, Muirhead. if we assume that the provision of Fed-
eral funding was to open educational opportunities to certain prople
who might not otherwise have it, I think we assnme a use of the exist-
ing systent. Now, havent we somewhat created a new system if we
have schools that are having students that are 90, 95 pereent federally
supported?

Can yon assume, for example, that such a school would be operating
if it were not for the Federal snpport. or is there an upper limit that a
school should have in order to be a Liealthy institution?

Mr. Muirnean, That is, inleed, one of the important eriteria that
we're seeking to identifv in the regulations that we are secking to
establish here, as to haw nneh should the <chool rely upon Federal
funds to pay its operating costs.
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Our approach to that is that we would be quite concerned if a school
was almost totally relying upon the influx of Federal funds, particu-
larly through the loan program, in order to carry on its operatg
costs. so one of the criteria that we will have in our regulations for
limitation. suspension, and termination will be a look at the financial
stability of the institution. and how hea ily it is relying upon Federal
loan funds. B

Mr. Leaay. That would include VA funds?

Mr. Muirneap. Yes, that certainly should include the V.\ funds.

Mr. Lusax. Do vou have any idea whether you're going to come up
with a certain limit in these criteria—is that what you're working
toward, a percentage limit such as we have in the VA schools?

Mr. Mumnueap. We are working toward a percentage limit that
would. in other words, make a caution bell ring, if that situation exists.

We don’t want to say precisely that if you are dependent upon this
percentage of Federar Funds for operating, you are automatically
ineligible.

We want to say that if that is the case, then we've got to look into the
matter more deeply. )

Mr. Lesan, Do you think as part of these eligibility rules, since
supposcdly people take vocational training in order to prepare for
employment, that yon could have cither disclosure of placement fig-
wures, or a requirement of a certain percentage of placement? Is that,
in your opinion, a fair measure for the industry ?

Mr. Mrirnean. We are considering, again. as another criterion,
what is the job placement record of the institution.

Aeain, that single criterion would not be decisive, but it would be
part of an overall pattern that we would be looking for. T might as
well continne with this and say that we would also include some fig-
wre as to the dropout from the institution, and we certainly would
inelnede in the reculations some information concerning the refund
policy. Hopefuily. the regnlations then will give ns sort of a mosaic of
heing able to say that if these things happen all together, then you
ate probably not serving the public interest. )

Mr. Lraravy, Will von have the same standard in terms of placement
for a vesidential school zs for a correspondence school? i

\ir. Memnean, I don't know the answer to that, but we certainly
will apply a measure of job placement to both the residential and to
the corre<pondence sehools that are seeking eligibility.

M. Li aay. You mentioned that you're considering requesting that
the Congress broaden seetion 428(b) of the Higher Education Act of
1965. so that the Commissioner eould recognize Staie ageney moni-
toring of private vocational schools, just as you can now for public
vorational sehools. )

Now. what wonld be the effect of this change?

Mr. Prorrrer. 1t would establish an alternate means for providing
cligibility access for private voeational schools, that is, alternate
acereditation. )

The private vocational school would still have to meet the other
statutory requirements of the funding act, but in place of aceredita-
tion by 2 nationally recognized acerediting agency, they conld utilize
the approval or accreditation, whatever it might be called, of that
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State ageney if they were in a State and had status from that State
agency, which was recogmized by the Commissioner of Education.

Mr, Luaran, That was a situation which we discussed this morning
with Mr. Clark. I assume since they have already an in place organiza-
tion which makes visits to the schools and such, that an Indiana school,
if this amendment were passed, would be eligrible for loans without be-
longring to one of the national acerediting bodics,

Mr. Prosrrer, That is correct, as long as it had appropriate status
with the Indiana Commission on Acereditation of Private Vocational
Schools, I believe it is called.

Mr. Lumax. What becomes of the idea of peer review and national
standards then ?

Mr. ProFrrrr. Well, one of the aspects of our recognition process
for State agencies, as it presently operates for State nurse approval
agencies and for State agencies that approve public occupational post-
secondary schools is a set of criteria standards, if you will, which have
been promulgated by the Commissioner of Education, which each
State agency must meet so we have a degree of perspective here which
provides a certain elenient of consistency from gate to State.

It still provides for a great deal of flexibility and a variation from
State to State in terms of meeting their own educational standards.

In_the nuatter of peer review, this is one of the things which our
standards call for. That is, the State agency will utilize site review
teams composed of educators from comparable schools, both within
and without the State, and they won’t utilize solcly staff members of
the State agency.

Mr. Luyay. How many States have met that requirement for pub-
lic vocational schools to date?

Mr. ProFriTr, At the present time, it’s eight.

Mr. Luvsmay. One of the things that Dr. Orlans mentioned yesterday
is that we don't know very much about preprietary schools as an
industry,

Couldn’t your office, in its loan function, assist in this by corumuni-
cating with the students? Mr. Orleans mentioned vou had a letter
alerting the stuclent that he has made a financial obligation, Tsn’t there
some way we can use your relationship with the loan program to find
out more about what happens in schools and what the students think
of them, and perhaps to tell the student where he can make his com-
plaints about schools? )

Have we done anything like this?

Mr. Prorrirr. We are presently developing through, again, the
Federal interagency committee's subcommittee a pamplet, a brochure
if you will, on avenues for redress on the part of students. The bro-
chure will go forward as part of the report to the full committee.

It will be very specific in terms of telling a student where he may
and how he may file a complaint, the varions Federal, State, and
private agencies, including the accrediting agencies to which he may
address a complaint. There will be a format for him to follow in terms
of providing the specific information that the agency to which he
compluins will need to have in order to process this complaint.

I might say that I left out of this complaint matter the fact that
accrediting agencies do work with us on complaints, and they are not
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our antagonists in dealing with complaints from st idents. As the fig-
ures that we have provided show, in a certain percentage of the cases,
complaints which we refer to our accrediting agencies ultimately are
resolved in favor of the student, not always in favor of the institution
by any means.

We do also have an early warning system informally agreed to be-
tween ourselves and the accrediting agency where, when we run
across a problem at an early stage that involves an accredited school,
we will inform the acerediting agency of that problem, and they
reciprocate and inform us of early problems which they feel we should
be aware of.

Mr, Lryax. Thank you. )

Mr. Gramavi. One more question, Mr. Moore, on statistics. On that
a-percent default rate. do you have any breakdown as to where those
defaults are in relation to colleges and universities and private voca-
tional schools? )

Mr, Moore, Not at the moment, but T would hope, again, this would
some ont of the report that I mentioned earlier.

Mr. Theks. That will be furnished to the committee?

Mr. Moore. Yes,sir.

[ The information referred to follows:]

A breakdosen on the 5.7 percent default rate as it relates to colleges and uni-
vervities and private vocational schools for the entire Guaranteed Student Loan
Program is not available. What we can provide is a table from a report showing
this kind of breakdown which is based on a fifty percent sample of all federally
insured claims processed (52,000 of 104,000) through December 1973. This data
doex not relate to nondefaulters, nor to defaults as a percentage of matured
paper but is only a historical report of cumulative defaults paid. The table
does not include data on loans guaranteed by State and private guarantee agen-
cies, which account for more than fifty percent of volume and defaults.

ANALYSIS OF DEFAULTED BORROWER CHARACTERISTICS—FEDERAL INSURED STUDENT LOAN PROGRAM (LOANS
' PROCESSED THROUGH DECEMBER 1973)

[a = number, b = percent of row, ¢ = percent of column, d = percent of total]

Borrowers by sex

Typ2 of institution Total Male Female  Not available

Colteges and unisersities
.. - o=

14,057 6,343 163

b~ - 68.4 308 8

[ - - 428 347 35.5

d.. . - . 273 123 .3
Juninr cotl3gs and tnshitutions

3 - = . Eoe e ooz 4,289 1,870 4

691 301 7

131 102 9.6

83 36 1

13 985 9,813 215

58.2 409 .9

. = = : 42 6 51.6 46 8

q - - - 271 190 .4

Cther or not avasiable

. 488 273 37

60 8 344 L

L5 1.5 81

- 9 .5 A1

Column tatals. s e s oo 51,594 32,830 18, 304 459

Parcent totals . . - 100 0 636 355 .9
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Mr. Gramag, We saw a statistic in the paper that said that 75 per-
cont of the student default rates were from vocational schools, and
then we were later told by OFE, that the computer was wrong,

Do yon have any comment on that figure ?

Mr. MoogE. Yes. sir,

1 have seen that figure in two or three articles and a couple of
newsletters. o

It’s my understanding that it originated in our claims unit and was
a hand-tab of all of the claims that came into the oftice in a 5 to 6 month
time frame. something like that, during the vear, in other words just
a slice of time, The clerks counted up the nwuber of them which came
from proprictary schools, so it's not a fair reflection of the total his-
torical experience,

Mr. Luaray, Mr. Moore, would you give us for the record your best
estimate, taking perhaps the last year or the last comparable period of
statisties, the amount of inoney owed from proprietary school students,
the amount of default, and what percentage of the defaults that rep-
tesents, and how much of the default was accounted for by school
lenders versus thicd rarty lenders ¢

Mr. Moore, I would be happy to supply that for the record. Yes. sir.

' The information referred to follows:

Information is not available on the amount of money owed from proprietary
school students, that is, the amount of loans that are currently in repayiment.
our system does not provide for the capturing of demographic data on claims
paid by the guarantee agencies. Therefore, school type data is not available.
Final reports on federally insured claims processed during the past fiscal year
are now available. These reparts show that claims paid on behalf of proprictary
school students amounted to $40.6 million or 39,1 percent of all claims processed
for identifiable schools (see below) during Fisceal Year 1974, For the same periud,
by type of lender, the reports indicate that school lenders accounted for $9.1
million or 11.6 percent of total claims of $78.2 million while the remuining 8.4
pereent, or £60.1 million in claims wias processed for third-party lenders (all other
leaderst. 8chool and lender figures are listed below,

FEDERALLY INSURED STUDENT LOAN PROGRAM FISCAL YEAR 1974
CLAIMS LOGGED-IN BY TYPE OF LENDER

Number of Number of Percent of Claims Percent of
lenders claims total amount tota

Schoot lenders . . - . . 94 15,248 201 $9,058 986 1.6
Ail other lenders . ... . 2,724 60,577 799 69,144,495 §8 4

Total L 2,818 75825 1600 78,253,481 1000

CLAIMS LOGGED-IN BY TYPE OF SCHOOL !

Number of Number of Percent of Claims Percent of
schools claims total ainount total

Higher education -- . . 1.433 18,936 283 $27,131.457 39.5
Vocational, - total . . . . 1.026 47,871 71.7 A1 486,998 60.5
(Proprietary). .. - - . . P (858) (46, 820) (70 1) (40,567, 781) (59.1)

Total' .. . o o... 2,489 66807 1000 68 624,455 100.0

1 Excudes an unknawn number of schools for which school code numbers were not captured during the early months of
fiscal year 1974 or for which esther no codes or invalid codes were entered on the uniginal loan application Trese schools
accounted for 9,018 claims totaling $9,629,026
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Mr. Grauas. Mr. Proflitt, do yon think that there shoulkd be a
separate procedure for cligibility which nses as one of its criteria
acereditation,as Mr. Orlans recommends?

Mr. Prorrrrr. A separate procedure ? )

Well, there is n separate preeedure administered by the Office of
Edueation. ) )

Mr. Guramay, Bat which primarily relies on acereditation, at the
moment that’snot exclusive.

Mr. Orlans reconmends that there be a much broader base, greater
OF investigation, issning of its own standards of eligibility.

Mr. Prorrrrr. Well, T wonld have to answer that in two parts.

I think thers is merit in a certain degree of his assertions. There is
probably a very justifiable need for us to develop greater flexibility in
oureligibility determinine inechanis.

This does not mean, however, that we have to get to the point where
the Oftice of Education siarts laying down specific eriteria outside
what is required essentially in the statutes, with some additional beef-
ing up, pernaps, and the qualitative assessment which is provided by
other agencies outside the Federal Government, accrediting agencies,
and State agencies that have met the test of our own criteria or stand-
ards. but when yon start talking abont the Federal Government
establishing standards itself to make a qualitative assessment regard-
ing a school, and here I'm talking abont the substantive aspects of the
edneational program, I think yon're talking abont a nightmare.

Mr. Gramay. But that’s what's done indirectly now by relying on
acerediting agencies. )

Mr. Prormirr. Bt the accrediting agencies on one hand and the
State agencies on the other certainly are better qualified in terms of
possessing the expertise to make this kind of qualitative assessment
reearding the edneational program. )

When vou take into account that we're dealing presently with he-
tween 60 and 70 acerediting angencies, and all the myriad fields in-
volved. the whole spectrnm of postsecondary education, it wonld be
impossible for the Federal Government to have that kind of expertise
without a virtual army of individuals here on the Federal payroll
and an immense operating budget,

Mr. Mvueman. Let me expand on that. T think that's a very eritieal
question vou have asked, and it does scem to me that the Federal
Government does have a dual responsibility in thie area.

They have. first of all. an overriding responsibility to sce to it that
the consumer interests of the person being educated are satisfied insofar
as possible, second. they have an overriding responsibility to see to it
that the Federal funds ave used for the proper purpose for which they
were provided.

Thev have. in addition to that, a responsibility to see to it that there
comes enough flexibility and enough change and innovation in our
postseeondary svstem to allow us to really reach what has been identi-
fied ns a national goal, and that is aceess to postsecondary education to
all those who can benefit and profit from it.

That means that there are going to have come about a great many
new opportunities. a great increace in the variety of training oppor-
tunities.
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T think Mr, Proflitt has said quite properly that in order to bring
that about, the best vehicle ta achieve it is to work with the accrediting
agencies and work with the States so that they will expand their
ertteria to reflect today's needs for a vaciety of training opportunities.
so the Federal Government has sort of a dual rexponsibility, that of
being prudent and seeing to it that the consumer interest is respected,
and that the Federal funds are properly used, and two, to encourage
needed change and innovation in postsecondary education,

Mr. Gramax. Thank you. X

Mr, Hicks, With that, the last word for today, we are going to bring
this hearing to a close.

Thank you, gentleman, for your attendance and answers.

The meeting scheduled for Tuesday, July 23, has been rescheduled
to Thursday, July 25 because of a special caucus that's being called
for next Tuesday morning, )

So our next meeting will be Wednesday, July 24, in this room, at
9:30 a.m., when you are going to hear from representatives of accredit-
ing associations.

Mr. Muiruean, Thank you, Mr, Chairman.

Mr. Hicks. Thank you, gentlemen.

The hearing stands adjourned.

[ Whereupon, at 4 p.m., the subcommittee adjourned, to reconvene
at 9:30 a.m., Wednesday, July 24, 1974.]
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PROPRIETARY VOCATIONAL SCHOOLS

WEDNESDAY, JULY 24, 1974

Housk oF REPRESENTATIVES,
SPECLAL STUDIES SURBCOMMIUTTEE
or FIIE COMMITTEE ON GOVERNMENT OPERATIONS,
Washington, N.C.

The subcommittee met, pursuant to notice, at 9:30 a.n., in room
2247, Rayburn House Oflice Building, Ilon. Floyd V. ITicks (chairman
of the ~ubcommniittee) presiding,

Present: Representatives Floyd V. Hichs, John W. Wydler, and
Joel Pritehard.

Also present; Joseph C. Luman, statf director; and James L.
MeTnerney. minority professional staff, Committee on Government
Operations,

Mr, Hicge The subcommittee will resume its hearings,

The tirst witness is Mr. Richard . Fulton. excentive director and
general counsel, Assveiation of Independent Colicges and Schools.
Washington, D.C.

I+ he accompanied by anybody ¢

Mr. Luanas, He is accompanied by these people, sir,

Mr, Thexs. Will all the people please come forward.

Mr. Fulion, for the benefit of the reporter, would you identify those
people wiw are with you who might be responding to a question, and
go =lowly ~o that if she wants to put them down, she will know,

STATEMENRT OF RICHARD A. FULTON. EXECUTIVE DIRECTOR AND
GENERAL COUNSEL, ASSOCIATICN OF INDEPENDENT COLLEGES
AND SCHOOLS: ACCOMPANIED BY JACK H. JONES, FORMER PRESI-
DENT: ERNEST E. ROBLEE, CHAIRMAN, ACCREDITING COMMIS-
SION: A. LAUREN RHUDE, PRESIDENT; AND DANA R. HART,
EXECUTIVE SECRETARY, ACCREDITING COMMISSION

Mre. Fenions Thank you, Mr. Chairman.

I an Richard Fultoi, On my left is Mr., Ernest Roblee, chairman of
the A1CS acerediting commission. On my far left at the end is Mr.
Jack Jones former chairman of the acerediting commission, former
presudent of the association, and he recently has compieted the term as
Chaitman of the National Adhvisory Conrnittee on Student Finaneial
Aud which, as yon know, is a statutory advisory committee under title
IV of the Theher Education Aet,

On my immediate right is Mr, Dana Hart, executive secretary of the
acerediting commission, and on my far right, Mr, Lanren Rhude who
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1% a former chairman of the acerediting commission and currently the
president of the association.

Mr. Hicks. Thank yon very much. You may proceed in any” manner
that vou see fit.

Mr. Frerox. Thank you. For the completene.., of the record, I
would like to file a complete copy of the joint statement. ol it 1s my
understanding with counsel that it wounld be preferable if we attempted
to summarize in about not more than 15 minutes our position, and then
leave about 30 minutes for individual questions,

Mr. Iicks, OK. )

Mr. Friaon. We appreciate the opportunity of responding to your
invitation, and I want to as<ure you that there’s no doubt or reserva-
tion in our mind that we are properly here and are ready to respond
openly to any questions you may have. ]

While the bulk of our institutions are organized as proprietary
organizations. that is. tax-paying instead of tax-consuming, or tax-
excupt. not all of them are, Not all of them are nondegree granting
institutions,

We are a mixture of collegiate. noneollegiate, proprietary. church-
lated. about 00 nstitutions in all enrolling somewhere around
150.000 people a year. Many people are prone to classify proprietary
education as a particular level of complexity or a particular program
of study.

For ‘example, they'll talk about proprictary and other vocational
schools. T think that's like saying nurses and other female health care
personnel, It just is not logical. Many of our schools grant degrees: in
fact. I think all three of the schools represented at this table grant
degrees—Jones College grants a ba(‘c:lLlUl‘(':lte degree; Jamestown
Business College, pursuant to the authority of the State of New York
Board of Regents grants an associate degree: and Chaparral Career
College under Arizona law grants an associate degree.

We all appear in our individual capacities. Obviously, we've not had
an opportunity to get a policy endorsement of the association or the
Commission of our views, and I hope they wili be accepted. Yes, we do
have individual experience, but they are not as per se. association views.
We do feel that accreditation and accrediting ageneies have wittingly
or unwittingly been miseast and misunderstood or their work has been
overemphasized.

We (\o not feel that our point or approach is the same as State
licensing. nor is it in the role of warranteeing the expectations of pro-
gram administrators of Federal or State agencies charged with dis-
bursing funds.

Now, the triangular coneept has emerged in these hearings, and we
certainly endorse it, and where the inner lines overlap, I'm not pre-
pared to always define. but I would say there are difierent points of
departure and there may be a convergence at times, and I don't think
we have a squabble over exactly who should necessarily always do the
same thing.

We have tried to analyze what we consider some generic problems
confronting proprietary schools, the students enrolled in them, and
have tried to come up with what we think might be some resolutions
of problems.
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_One of these, we think, it's really sort of an unwarranted assump-
tion that proprietary school students are different than college stu-
dents. 1've nlready had the FTC complain to me that they didn’t say
people go to college not to get jobs. Despite what Mr. Rosch said or the
statement. I'd be happy to entertain a stipulation from the FTC that
college students go to college to get jobs and that vocational students
go to school hoth to get jobs and for possible intellectual stimulation.

I'd be happy to entertain a stipulation that pretty much all students
have pretty common tendencies, whether they are enrolled in a voca-
tional course or traditional college course.

Another problem which confronts the school, and it is a human
tendeney to stereotype people ethnieally, racially, economically, but
we are not & monolithic industry, everybody acting in consort, the ac-
crediting agencies acting as some sort of apologist for the quarry as
one or more prosecutors take out after them. The diversity in institu-
tions that are governed by proprietary boards of directors is just as
different, just as complex as Yo'l find in the competition between the
public land grant State college. public community colleges.

This also is a diverse area ot education, but it is an area of education.

Auother problem is the belief that accrediting agencies drag their
fect. For example, Dr. Orlans the other day made a statement that it
takes a year or two for accrediting agencies even to act on negative
actions.

Briefly, I'd like to review for the committee just what we have done
since 1972 with regard to withdrawal of acereditation. Now, I realize
that the minute T start illustrating how many schools we have ac-
credited, I open the door to the question of what did you let them
in for in the first place.

_ Mr. Iteks. Well, let me get a more basic question than that. What
15 your concept of the purpose of accreditation?

Mr. Frrron, Accreditation has many purposes frora a statutory
viewpoint. The responsibility has been to certify the quality of edu-
cation,

Now, that's what Publie Law 82-550 criginally charged the accredit-
ing ageneies to do. That's their prime responsibility under the statutes.

Mr. Hicks. Yes, but we've had aecrediting services of one kind or
another forever, in edueation of all kinds, whether it’s a public high
school or college or vocational schools or whatever it is, and T suppose
that, basically, they have some common core or some common thread
that ran throngh the purposes of all of them.

You've stated earlier that acereditation doesn’t neces-arily mean
the stamp of approval for everything, so between the extremes it
doesn’t mean everything, and surely, it doesn't mean zero. Sonieplace
iv}n‘ between it should mean something, and T would like to start from
that.

Mr. Frrron, All right. First of all, it is not a permanent relation-
ship. It is an ongoing relationship that requires both the agency and
the institution to continue an intimate relationship. It's a bilateral
relationship.

Mr. Hicks. But with what objective in mind ? Does the institution
provide certain minimum standards?
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Mr. Ferron. Not only minimum standards, but should strive to
have more than a minimun. 1t is not a set of pharisaic niceties, where
if you do this, you don’t have to do any niore. It has a greater chal-
lenge to the institution: yon must continue to do more, and just be-
cause you're doing today what you did 5 years ago, that's not enough.

You should be doing more now,

Mr. Hheks, But if you aceredit an institution, the public knowing
that it'’s aceredited, a prospective student selecting that institution
should he able to be assured that it meets certain minimum standards
whether he knows what those minimum standards are or not.

Mr. Frrtos. That is true, but it is our position that some people,
and possibly the accrediting agencies themselves, have been put in a
ann 1on of warrmnteeing too much. just like the CPA can’t warrantee a

alance sheet. He can say yes, by generally accepted standards, we
have run such tests as we think are in conformity with AICPA., and so
on.

Mr. Thers, Yes, but they put a caveat in there, too, and we depend
on what they tell us. )

Mr. Frraox. And we think the acerediting agency should be al-
lowed to do the same thing.

Mr. Hicks. Do you?

Mr. Friros, Yes, sir.

Mr, ITicks. You put that statement on, that we didn’t go look at it,
we necepted their word,

Mr. Frrron. Oh, no, sir,

Mir. Hicks. That's what the CPA does.

Mr. Frirox. Well, sir, again for the record, T would like to say that
the accrediting agencies should be allowed also to suy the' they are not
police agencies. They do not have somebody to sit at the -toor. There is
a set of <hared responsibilities and our point of view hegins with look-
ing for quality.

Mr. Theks, At the time that you aceredit. though. you feel that in-
stitution meets certain standards.

Mr. Frerox. Certain standards.

Mr. Thiers. And if sometime down the road. whenever you inspeet
again. or however vou do it. if it's fallen below that you may give it an
opportunity to pull itself back up, and if it doesn't do it, you will dis-
aceredit it,

Mr, Freerox, That is correet, sir. or we may act on our own, when
we've had reasonable belief and information to do it, and which we
have done, in some eases at the invitation of the USOE,

My, Thers, Al vight, then, TTow mueh should the Government be
able to 1elv on what vou do in the way of acerediting? There was some
statement to the effect that the Government shorldu’t e able to rely
at all, they ought to do their own.

How much should they Le able to rely on you and how much should
they do themselves?

Mr. Frerox, They sheuld be able to rely upon us within what we
define as our responsibility as we perecive the statute and as we re-
spond to the eriteria published by the Commissioner of Education.

We nre responsive to that, We are not free sonls. We mnst respond
to what the Commiscioner demands we do in his eriteria, and to that,
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Mr. Frrrox. That's quite all right.
Incidentally, for the record, since you are a former judge, T must
. note that 1 respectfully take exeeption to your observation that the
FTC does not have jurisdietion over nonprotit organizations,

My personal opinton, that is. that 1 think a well-selected, well-argued
case might well estublish that the Nansas City Blood Bank case was
an aberration and that, on the other hand. maybe the FT('s successful
jurisdiction of Ohio Christian College, a nonprofit, was done for
strange reasons but with the right result.

. Mr. Thers, My statement was draiwn from what the FTC itself has

stated. T don’t intend here to pass on what F'TCs jurisdiction is.
Mr, Launant
Mr. Lusaxs. To follow up on the chairman’s question, one of vour
. gruidelines regarding advertising is that any advertisement must be
completely truthful and mnst avoid leaving any false, misleading. or
evaggerated impression with respect to the school or the occupational
opportunities, et cetera, o

Should the Government, in your opinion, look at that statement and
look at the ~chool’s acereditation and therefore not worry any more
about the advertising of that school? ’

ere is one of the overlap areas it seetus to me, where you are con-
cerned about advertising and so is the Government,

Mr. Furrox. T do not feel that any single point of view shovld be
relied upon. 1 think that there are three sets of obligation. . and to
avoid any one of them, I believe, provokes a possibility of mischief.
I would add on to that that if the State is doing its job in licensine
and the acerediting ageney is doing its job in acerediting. cortifving
quality, what need be there for the Government to have this de-
eligibilization mltlmrity of section 438(a), and I guess my answer is
that there are some things that are peculiarly within the knowledge
of the Government program administrator.

For example, we do not administer the guaranteed student loan
program. We do not know as an acerediting ageney how many stu-
dents with insured loans have defaulted. Thats knowledge par-
ticularly within the program administrator. So I would have to say
tiat I do not think that there should be sole relinnee on acerediting

. ageneiss or State licensure to avoid utilization of some other avenue
of protection,

Mr. Hicks, What do you think the function of licensing is?

Mr. Frizox. The function of licensing is a State responsibility,
am! I would like to rely upon a set of definitions—I might put them
in the records—ofTered in the study for the acereditation of selected
health edueation professions sponsored by the National Commis~ion
on Acerediting, )

They give the definition of accreditation and one of licensure, and
define " licensure as the process by which an ageney of Govern-
ment grants permissions to persons needing predetermined qualifica-
tions to engage in a given occupation or use a particular title, or
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extent, I think the public should certainly be able to rely upon what
we do, ] )
Mr. Hicks. Thank vou. and excuse the interruption.
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grants permissions to institutions to perform specified functions, and
I accept that definition.

Mr. Hicxks. Licensing, then, means meeting minimum standards,
too,

Mr. Frerron. T would accept that, yes, sir.

Mr. Hicks. But the standards that you look at as an accrediting
agency, are not necessarily the same that the State will look at in
determining whether to issie a license.

Mr. Frrrox. That is correct.

Now, what becomes a primary object of scrutiny and what is sce-
ondary to it can change. Now, if you're looking at quality, obviously
you're looking also at the stability of an institution and how well
funded it is.

On the other hand, if you're the State and you're concerned about
the proper number of seats in the classroom, the fire extinguishers, and
bathrooms. you also are concerned about the way that has an impact
on the quality of education, but it's what is & primary emphasis and
what isa secondary emphasis,

Mr. Luyan. We could have a sitnation where the Federal Govern-
ment. the Sate. and the acerediting agency were all concerned about
the same thing. Tet'ssay advertising.

Mr. Frrron, All right.

Mr. Lusas. The FTC is eoncerned about deceptive advertising, the
State could well concern itself with deceptive advertising, and your
own ethical criterion coneerns itself with deceptive advertising.

My, Frrron. That's right.

Mr. Loesan. In your opinion, this is acceptable, if yon have acca-
sional areas of overlap. It's just providing additional safeguards.

Mr. Frrrox. T believe so, It's like the 55-mile-per-hour speed
limit- the AA A iz concerned about it, the States are concerned about it,
and the Federal Energy Administration, and yet people still exceed
53 miles per hour,

We do think that another one of the problems is the contrast in
the shifting attitudes of the various Government azencies with regard
to proprietary schonls.

For example. several vears ago the FTC published some proposed
guides fer what they call the industry, T think those guides now, in
their final version, ave a very fine set of minimum standards for most
any proprietary institution, They are the results of eooperative liai-
son of people sitting down and discussing prollems, institutional
respongibilities. and people on the other side of the table aceepting
the faet that not all proprictary schools do the same things in the
same way, Then <uddenly. there is 2 new cast of eharacters, for
example, and we have a whole new environment now.,

Mr. Theks, Why should praprictary schools’ acerediting be any
different than public acerediting?

Mr. Ferrox. We don't think in all eases it should be, There is one
possibility, that proprictary <chools are generally entirely dependent
upon inconte cooperation. whereas public schools, while they’re en-
tirely dependent on income, it’s legislative appropriation rather than
the full payment of tuition by the individual, and private tax-exempt
nonprofit colleges have a quite often healthy supplemental endow-
ment income so that there is an acditional responsibility by an
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acerediting ageney dealing with the proprictary school not to ignore
the fact that the financinl stability of an institution i< related to its
tuition receipts, so there is that difference, yes, sir, but that doesn’t
prevent acereditation from being extended to proprictary schools.

Mr. Hicks. As far as the mininunn standard of what it delivers to
the student. they onght to he both the sune then

Mr. Friaox. I think that's a reasonable expeetation.

Mr. Hicks. Or if there are three eategories—you categorize them as
three: public, nonprotit, and private,

Mr. [Fvimon. Yes, sir, tax-consmming, tax-paying, tax-avoiding.

We also feel that there has been an overemphasis on acereditation
us the equivalent of eligibility., but I think these hearings have now
fairly developed the viewpoint that the States do and should have
a role, and 1 maintain that the States have had a role all along.

I think if you'll compare the cligibility definitions under the in-
sured loan program. for example, under 435(b)(2) for higher edu-
cation and 433(¢) (2) for voeational schools, you'll find the langmage
is not quite the same. and I don’t think Congress intended just to
have a dull litany when they refer to the fact that the institution shall
have anthority from the States or for the pr.gran: of edncation. Con-
gress meant. what it said in these sections about authority from the
State,

Now, whether or not in the administration of the law that aspect
has been fully implemented, thai's something beyvond our capability.
and ngain. we also say that we are not here to say that accreditation
~houlil necessarily always be one of the three elements.

If Congress feels that accreditation should not be used, that's a pnb-
lic poliey decision. We are not here secking monopoly, but what we
wonlhd sav, that based on our axperience we feel that s a determinant
of ¢ligibility there should be two concurrent. independent judgments
of an institution,

Whether or not one of those should be acereditation, that's a publie

wlicy decision, )

We would say this, that you know, just like any jackass can kick
down a barn. but it takes a good carpenter to build one, If you don't
enut to use accreditation which is here, it is a vehicle. it’s not that
easy to construct an alternative. For example, the Newman Task Foree
has suggosted that there be new procedures established to divorce ac-
creditation from cligibility.

Well. you know. that’s fine. but show e the procedures because
Jdiseriminatine judgments that are defensible to Congress, to the agen-
cies. to the public and can endure the harassment of the press and the
media have to be made, and people, we have no immunity from lia-
bility., Weare defending a £8.5 million law suit filed against ourageney
beeatise we've refnsed, until certain papers were filed and they have
not ver been filed, to continue the acereditation of five schools when
ownership control changed.

Now. an accrediting agency of course can’t endure an endless set of
13w suits. It would bankrupt us. but T want to assure this committee
ani I want to assure the administration that we have pledged our
resources to defend that suit because we think our decision was cor-
rect on the merits. We think our procedures were sound, and we think
the request was reasonable.
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Mr. Ilicks. What do you mean by harassment of the press? I under-
stand what that means when yon get to Congress.

Mr. Fruroy., OK. Put 1t simply like this. I think as a lawyer, vou
realize that dne process does contemplate some privacy: at some point,
yon go publie, but there is a point at which you carry on certain
activities before von go public and notify people of the decision ad-
verse to somebody, and that is one of the problems that plagues an
aecrediting agenev—wherein, yon know, we just don't have drnmhead
justice. We don’t have vigilante law.

When a school has been acensed of wrongdoing, it ~honld have
an opportunity to be confronted with the accusation and either refute
it or explain it, and then get a ruling: and then as we proceed, and
we conld be wrong. diiv process permits, as the USOE Connnissioner's
eriteria would require of ns. that the scheni have an opportunity t
have that initial nezative action whether it be suspension or revoeca-
tion, reviewed by somebody before you make a pnblie annonncement.

Now. that can’t be done overnight. It needn’t take a vear or two
hke Dr. Orlavs «aid beeause we. in the space of 15 months<, rewrote onr
eriteria, omi bylaws, we established a review board, we went in and
nade andits of institutions, we had hearings, we had reviews, and
within thi~ period we withdrew acereditation from some 21,

Mye. Theks, Yon mean fairness to all concerned—that isn't neces-
sary to go to the Washington press until you had yonr oppoitanity
to make vour review, )

Mr. Fevrox, In fairness to the institution, T think there is some de-
agree of privaey appropriate,

Now, if Congre-s—for example, contrasted with the Siate ageney
that has eonmipul-ory proecess, the initial proceedings probably are
of a public nature. the trial of the first instance. =o to speak, there is a
contrast there.

My, ITiews. Well. people feel that the grand jury proceedings ought
to be private, too, but we have a « gment of society that dee-n’t be-
lLieve that. )

Mr, Frrrox. That's right., and if Congress decides that they ean
five n= some -ort of impumity from damage liability, that we shonld
w0 public and possibly even <ay, well, a school’s under investizition
and there’s no civil Habiiity for making such 21 annonncement. that
wonld he fine,

Mr, Hicks. Bat thar doesn’t proteet the school against people re-
membering the charge but not the disposition. In our State, we don't
need a grand juryv: in State proceedings the prosecutor proceeds by
information, It every time he was looking into somebody hie toll the
press that he was looking into this partienlar individnal and it's run
across the headlim s of the newspaper, the fact that he makes his de-
termination a week later that there isn't anything there in the way
of a case doean’t nndo the harm,

Mr. Frrrox, That's the problem, sir.

Mr. Hicks. Well, maybe there's some good abont it. too. along
the way, but I see the harm more than T see good in the evervday
workings that we have going.

Mr. Tuman? ]

Mr. Lesan, ITow do yon fit in though, Mr. Fulten, in trving to be
fair to the schaol at the same fime the school is continuing {o get new
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students? You mentioned the States” powers: do you think in this
case that the State can act faster than the acerediting assoctation?

Mr. Freros. I'd like to field that question to Mr. Jones, who serves
on the statutory 1202 coordinating committee in Florida and has
~ome familiarity with Florida licenstng law.

Jack, conld yowanswer that ¢ )

Mr Joxes. The issue would be, of course, the particular State law.
With a good State law, yes. The State licensing board can proceed
miuel: faster than an acerediting commission in its deliberation.

However, problems that have recently arisen indicate that they're
gome 1o have to be very careful under the drafting of the act, and 1
would Like tocite you i example,

[n 1971, the State of Floridy passed 2 diploma mill act and set up
1 board of independent colleges and schools, mdependent colleges and
universities. To avoid conflicting jurisdiction with the <chools e
eredited by natiomally recognized acerediting agencies, there was
written into the bill a ~ection that provided that any school aceredited
by a nationally recognized acerediting ageney wonld he excmpted
from the licensing and regulatory requirements of the act.,

When the bill on it~ way through our legi-latnre, reached the ap-
propriations cotnmittee. the appropriations committee v rote in o Para-
araph that <aid any of the six classifications. and there were six
~chools exempted! from the licensing and regulatory provisions, conld
upon filing an application and paying the licensing fee be issned a
heense without fuither process. )

That put< Floruda in the positicn that when onr acereditation com.
miission aeeredits an institution as a bosiness college. that in<titution
may utomatically throngh our State licensing board be wiven the
right to crant eollegiate degrees. and we now have a situation in
Florida which is ¢oing to require correction, and so that in many
cises improperly drafted licensing provisions ean canse more tronhle
than they help. ] )

My Thews, Well, that™s jnst an indieation of the State putting it
onto acereditation and not wanting to take any re<ponsibility itself.

Mr Joxes, Precisely. The State should take the full re~pon=ibilit y
i v obinion for State licensing.

Mr. Loy, There is a problem. then, with an acerediting agency
with regard to due process in the school. Tf von have a report of im-
proper operations, there’s going to be a time lag until von can get
to the point of deacerediting. Let's cay the school does not respond to
your initial request that they ehange: then yon have to get to that
stage.

Mr., Ferrov, Oh, ves, if they don't respond, of course. then we
proceed. '

Mr. Lrsrax, Bt we may @o throngh several elasses of students.

Mr. Frorox. Ttsa period of at least months. )

Now, for example, on an optimum time frame. have we dicaceredited
snvhody ey within 6 monthe. from the time we have leveled charges.
had a hearing. and reviewed a publication?

Mr. ITser. Yes, but not too nich less than 6 months, bt it ean be
dene Lecause we have to allow for the appeal time, et cotera,

Mr. Hicgs, Do yon have any provision of putting peopie on proba-
tion fora period of time, saying do this or?
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Mr, Frrroy. Yes, we do,

. Nosw, we also had to build our own definitions, Mr. Chairman. What
is probation, what is suspension, what is revocation? A lot of people
attach some sort of onus, r probation being a punishment. Now, we
decided to nse probation—literally what it is. it's under probate, it's
under study. There's nothing necessarily guilty. In fact, any institu-
tion that's accredited is alwayvs under study, theoretically, in the
remot e sense,, o

Probation. as we view it. is a charge that during a certain period
of time vou should do specifications one, two. three. but when we
started to restructure our whole criteria—for example, T met with
the Amerienn Azzociation of Law School people. and T conlidn’t even
got agreement between their director and assistant director as to
what suspension meant, so we had to sit down and define our
definitions,

Ours may not be the hest, but thev are in our criteria and we think
we ean work with them, We think we've seen a watershed of onr
problems. For example. one of the problems was change of owner-
ship. Now, we nsed to have an approach that we had to go and take
acereditation awav if we were dissatisfied with the new owners, new
ownership control. Ownership control. we decided. is an_essential
element of an institution, so we changed our procedures so that when
it takes place which is an act in which we play no part. It's self-execnt-
ing. discontinnation of acereditation until it’s reinstated, and the
burden ison the institution. The burden of proof i< on the institution
and the hurden to come forward to us and aet its acereditation back.

Now. thi= Jdoesn't necessarily mezn a fight, but it does mean it’s an
act of the instiintion eutting itself off from ns by changing an essential
element of what is an institution, then they nmst ecome back to us. We
think that has substantially contributed to the diminution of onr
problems.

Mr. Wyprrr. What does that mean. change of ownership. what does
it mean in the sense of a corporation, what do you consider a change
in a corporation ? )

Mr. Frirox, Any sienificant change in the control of the institution.

Yow. Tremember vour question the other day abont just a strawman
manaeine a school. What we mean is the actual ownership control.

Mr. Wyprer. What docs that mean? )

In the ease of a corporation. does it mean the change of a president ?
Poos it mean 1 ehanee of the hoard of directors? Does it mean a change
in "1 poseear stock?

Mr. Fruroy. Less than 51 percent. I think Mr. Jones has a comment
on that.Imt it means all three,

Mr. Joxgs. T believe that when we adopted the policy. when we nserd
the word a change in positive or negative control. meaning that if 50
pereent of the stock changed hands. that this conld he a negative factor
in the control of that organization. .

Tt did not have to be 51 percent, but anything less than that would
not he a change of ownership control.

Am I correct on that?

Mr. Ronveg. That’s correct.

Mr. Wyprrr. Well, T can sce that’s full of loopholes. As an attorney,
T can sec a lot of ways to get around that. That would be simple to do,
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I mean. 50 percent at any one time in history, Isell someone 40 percent
of the stock, and then three weeks later sell him another 20 percent.

When do you consider the control is changed ?

Mr. Fruron. You're absolutely correct. and I think it came out the
other day that acereditation presumes that you are dealing, however
errant someone may be, they are within the ambit of good faith.

Now. you know, speeding laws don’t prevent speeders. and accredita-
tion Just eannot contend with deliberate frand any more than State
licensing. )

Mr. Wyprer. Well, I'm not even suggesting that would be deliberate
fraud. It might verv well be a very legal way to do it, but, I mean. it
would accomplish the results. and I don’t know how you could really
deal with it. How could I really deal with that situation because con-
trol could be =old at one time, or it could be sold slowly over a period
of time.

When do you determine ? It seems to me——

Mr. Friroy, That's why we use the term ownership control because
we didnt want to fall into a trap of legalistic determinations. We
wanted to, von might say, look at equity.

Mr. Wyprer. What I'm saying. instead of making a 50 percent sale,
if a person makes two 23 percent sales, you know, we've got two
completely different results. )

Mr, Joxrs. T don't believe that's the interpretation ov ihe enforce-
ment. the accumulative effeet. At a point in time when we aceredit
the school, we know preeisely what all of the ownership of the stock,
where it is loeated at any point, and if up to 50 percent of that has
chaneed hands, we would consider that a change of ownership or
control.

Mr. Wynr k. Even though it was sold even legitimately to different
people ?

Mr. Joxts, One <have at a time: it would make no difference.

Mr, Wyorrr. There was a change—as soon as 51 pereent of it is not
in the original names of the original owners, vou consider that a
vhange of ownership? )

M. Joxg < T definitely wonld heeause there yon have a situation in
which an inddividual conld execise negative control, contrary to the
eriterin, or we may find sowweone who is in control of a sehool whose
record is snel that he should not be in control of a schoeol,

Mr, Wybrrr. Well, who controls? T don’t want to get too philo-
~ophical here, but it just raises in my mind some questions. )

Who eontrols, for example, a university? Who's in control of it ?

Mr, Freros, Wello it depends on which universities. For
example—-

Mr, Wyprer. Well. take a State university. )

Mr, Teraos, Well, that's different from a private university.

T grew up in a State where the University of Florida was the estab-
lisliment school. Tt was pretty well agreed that it should have a good
foothall team. We didn’'t have much of a foothall team. but the State
legislature had a very proprietary interest in the University of
IFlorida.

On the other haad, there's been @ lot of sonl-searching by some of
the veiy religions denominations on who runs some of the church-
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telated universities, and there’s been a lot of internal upheaval with
regard to them.

Actu: ally. many church-velated colleges are in a sense proprietary
nonprofit in that they are owned by a given. identifiable gronp of
people. So. again, it’s not that simple. but there is an ow nership con-
trol_even with private colleges and universities and publie ones.

Mr. Wyntek. But T don’t think they would consider the importance

of the control. a change in the ownership really important there.,

There, vou'd be more interested in yon and the changes in mavhe the
makeup of the board of trustees,

Mre Ferrtos. Correct,

Mr, Wyprer. That lv.n]l\ would be the significant change,

Mr. Frrrox, Which is wheve the ow nohlup 15 resosed. That's cor-
reet Tmean. T would agree,

2 o Leaax, Are you concerned here that one might starr ont as a
frandulent operator and buy a small aceredited school. pump it up,
take a lot of front-end money and then abscond? Is that what von're
tivingto stop here?

Mr. Fowroy, Yess or someone who may have been a good operator
and wot in tronble. 1 mean. it could be a variety of things. but we
want to try ard protect against tr; afficking in accreditation and trafhick-
e inedneation

Thishasbeen onrattempt.

Mr. ks, Whats the typieal kind of trouble that the proprietary
«:hool ean get into?

Mr. Frarox, One of the problems that lias emerged is that the
~sehools eame into the programs of finanecial aid for students adminis-
tered by the USOE, <ort of by the back door.,

The wnaranteed student loan program was enacted i m 1965, Tt was
<wld to Congress as loans of eonvenienee for middle-class stndents.
Aetuallv, it was a politieal response to the Ribicoff-Dominick tax
credit for tuition proposal. which was gaining quite a bit of momen-
tmr, As a footnote and as a small separate Bill, the edueation estab-
hislunent realized that here were millions of stndents and thousands of
1y pesof schools who were not a party to the National Defense Ednea-
tion Aet, the eollege work-stady program, or any of these other
programs,

So thevaas sort of a ~op. gave them eligibility. but most of the stu-
dents, as a central tendeney., they tend to be from the lower socio-
cronomie zroup. These stmlpnh had to have loans of need. not loans of
convenienee, No these schouls gor for their students an unbalaneed
diet. yon might sayv. Tt wasn’t antil several steps laier. in 1968, when
college work-study and National Defense student loans wese made
available to their students, and in 1972 when there were opportunity
arants, that a halaneed] program of student aid was available, So there
was a period there when sehools had too muech of one thing in the stu-
dent aid diet. That was insnred loans,

There were also come problems with the l(]lnilli&fl ation hy the
USOE, an inconsistent attitnde. For example, it ironie that the pro-
hibition against disconnting and preminms and cempensating hal-
ances, all normal business practl. es. worked to prevent the schools
from having money on deposit in the bank which would support their
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financial stability and provide for refunds if students withdraw from
~chool,

Now, actually, there’s a worthwhile motive unsupported by statu-
tory authority, But it had an unfortunate effect. Conversely, the O
has not implemented other anthority that they™ve had to deeligibilize
sehools, Todav, T =ay this, that a good <chool should have a balaneed
progeam of administration of student finanecial aid so that the students
would have access and availability to a college work-study and the
NDSL. opportunity svants. Tnsured loans should only be part of the
portfolio of assistance available to a student, ‘

Mr.THiess, But how did they get in trouble?

Mr. Fouox, They got in tronble becanse initially that was the only
progeam avalable to their stadents. s hike telling a man who iz over=
welght, vou eat too many potatoes, bat the only thing hie has available
to him i< potatoes, .

Mr. Thegs, T nnderstand the words that yon're saying here, hut T
don’t under-tand why that™s trouble to the school, TTow did they get
i trosble, <o you're going to have to regulate them ?

MrcFurions Becanse the Federal policy of those yvears was to open
up the availability of student aid. You know. you can inerease the
~apply of edneation facilities, or yon ean increase the population that
will tahe advantage of existing facilities, These new Federal pro-
grani-on my opinion, increased amvailability of finaneial assistanee to
populations not previonsty having access,

Mr. Hers, Now, you're saying there ave a number of new schools
that orew un. then?

Mr Fuvrroxe Noosies a bnneh of new students,

MroThe s Well how does that hurt the school?

Me Furiox, Beeanse then people who were not middle-cliss oriented
began utihizing o system of finan-ial aid that was designed for middle-
class peoplecand that led to problems of administration of the guaran-
teed ~tiwdent loan proveam,

Me, The s Sueh as?

Mro Freroxe Suehas people not veally understanding that this was a
toan. sueh as people borrowing money ‘who don’t know Low to go into
a hanl.

Mi: Hicks, How does that hart the school 2 T can understand how it
Parts the stndent when it comestime to pay it back.

Mr. Furiov. Right. ‘

Mr. Hheks Bt how does the sehool get into trouble so that it wasn't
providing what it said it wonld in the advert isement ?

My Frenross Very simply., there was no governor put on the institn-
ton v bt beeame! for example, aneligible lender,

Under the Low, an eligible institntion can also be an eligible lender,

Now. despite giving notes and signing picces of paper. it still takes
dolar to pav teachers to teach people that vou've made a contract
with to provide them an edueation, When the interest rates shot up
aned the OF put no restrictions on how mueh paper von conld aceept
from a stadent. from groups of students, and then the sehools had no
wav of marketing that paper. becanse either the banks didn't want
to oy it or the OF institeied prohibition against diseonnting the
papere which is w normal husiness practice, the sehonls then had a
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bunch of students and they had a burch of notes, and they had no cash
dollars to pay the teachers.

That's an example of how they got in tronble.

My, Hiers. Then what happened?

Mr. Forrox, And what happened is that some schools beecame in-
eapable of fulfilling their responsibility, and they went out of husiness.

Mr, Loeyay. Do vou think we also might have a problem, Mr,
Fulton, in that there is o lot more temptation to go for easy money
with this whole new influx of people who otherwise you wouldn't
bother t¢ veernit beeanse they didn’t have money 2 They suddenly have
the money now, and perhaps a lot of students were bronght in who
perhaps shonldn’t have heen bronght in at that time!?

Mr, Frerown, T think that Mr, Rhnde and My, Jones can. we en-
countered examples of that when we audited some schools down in
Texas. ‘

~Of conrse, T think we all agree that entreprenenrial zeal is not
limited to proprictary schools. but it did take place.

Mrv. Rirene. May T respond to that ?

Mr. Chairman, T wonld like to respond. if Imay.

1 think (hese tw. goints are very valid as to what problems some
schouls do develop. In the original days. it was a natter of filing ap-
plieation to become an eligible leuder when the program first stated.

Of conrse, e know that was a mistake, and of course now that has
been corrected, and it’s very diffienlt for a school to become a lender.
Perhaps none of them should ever have become a lender unless they
were very large and capable of handling their finances. and this did
happen, I know, in a nmmber of cases of people T know myself.

They became a lender, inereased the size of their school throngh
the program. received all the notes and the applications for loans,
and had some commitments from banks, savings and loan, and others
to finance this paper, and when September volled around and they
went to the bank or the savings and loan, or whoever, who had made
the=e oral commitments, they were not iu a position to fund this paper.

So the school had several drawers full of the paper. The school is full
of students and no cash to operate, Some had enough resouvces where
they could borrow money until some of those papers conld be funded,
and vome didn't, )

The second point that Mr, Luman made. I think is very true, that
not only the schools theni-cives, but when the program hecame avail-
able—of course, high schools and high school guidance counselors were
notified of all the new programs available. the students were notified,
and more studenis who may—it's hard to say, maybe shonld or should
not have come with a particular school of any kind, took advantage of
the programs, who probably didn’t do this the year before or the year
before or the vear before that, and I think this definitely was a prob-
lem inthe beginning days. X

Mr, Lusan. Did we make a goof? We still do this by giving the
student the whole tuition at one lump sum. and then he passes that
Tump sumon to the sehool. T imagine if you goin with your own mency,
vou pay as yon go, don’t you?

Mr. Ruvor. By quarter or semester or something.
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Mr, Luwas, Yes, and it gives you a little bit of clout with the
s+hool. for one thing. and seeond, 1f you decide it not for yon and
vou drop out, you haven't put all of your money in.

Mr, Forroxs Incidentally, the BOG (hasie opportuniy grant) pro-
graun calls foe, I think, either three drawdown payments or at Jeast
two, It's not imtially turnme over all of the money to the institution,

Mr. Hieks, Before we get beyvond this here, now, what do you
gentlemen feel is the Government’s responsibility in this turn of
events !

Mr., Joxes, I'd like to respond to that, Mr, Chairman, the history
of the ~chools aceredited by ouwr commission is that they were not
large, vou mght even call them mom and pop™ type schools, very
small family operations generally,

Wien the gnaranteed student loan program was enacted, we saw
1 movement into this ficld of many large corporate enterprises who
saw that they had cash available cr they had influence with banks to
insare that the students enrolling in schools that they purchased
would get these insured student loans,

I don’t think it would be appropriate to eall the names of these
particular corporations, They're certainly available, but one particnlar
corporation acquired some 23 or 2+ schools in our field. a large number
of them in the State of Texas,

Now, these schools had been reputable schools, aceredited schools,
for a number of years. and owr commission had aceredited them, We
had no knowledge that it was goine to e any change, but when this
change was made the corporation

Mr, Hicks. Are you talking abont conglomerates here?

Mr, Joxes. Conglomeiates, preeisely. The conglomerates brought
In new taeties, corporate tacties, and they went out and sold tuitions.
In almost every ease, they sold it on the basis of a guaranteed student
loan. They paid high commission rates to salesmen, They brought in
students who were not qualiied, )

We were finally approached by the Insured Loans Division, Mr.
Simmons® office and Mr. John Proffitt’s Office of Institutional Eligi-
bility and Aecreditation. to say that they had information indicating
a high dropont percentage. mud onr commission responded inmnedi-
ately and we conducted investigations and we took action. I think mn
the vear T served as ehairman. agninst 27 suebh sehools,

Mr, ITiexs. All owned by eorporations or conglomerates?

Mr. Joxes, T would say that there must have been at least 20 of those
scheols owned by ermeloinorates, )

Now. not all conglomerates have this record. Some are doing a very
tine joh. and T don’t want to tar them with the brush of the few that
canses the diffieulty. but you must keep in mind that our particular
field of sehools is a very small one. Mr, Fulton said perhaps 150,000
students enrolled each year,

This is a drop in the bucket compared to the enrollment, for example,
in the home study schools, T don’t have facts but I would surmise tYmt
the five largest home study schools have more students than all of our
500,

Mr. Hrcks. That's what you eall a correspondence school ?
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Mr, Joxrs, Correspondenee, ves,

As a result, the impact on onr particular field was more noticeable
due to the small size of onr field, but I think the problem, then, was
people unfamiliar with edueation in onr partienlar field coming in
possiblv to take advantage of what appeared to be a windfall of Fed-
eral Teaislatton, and whereas our conmis<ion had funetioned for many
vears not as a policing agerey or a licensing ageney, but a voluntary
acereditation ageney for the purpose of uparading our sehools, and T'in
gaing to add to what Mr, Fulton said. and T think one of the primary
fumetions of an acerediting ageney ix to encourage the upgrading of
the standards of the ~chools that are its members,

The advent of the Federal programs placed ns in an entirely new
roie, The Foderal Government throneh the Office of Education and
insured loans then said yon are the ones and the only ones who can
put a stamp of approval on the schools: do something. )

And we were an agency unqualified to he a policing or a licensing
agenev, and T think Mr. Fulton summed it up corvectly, We moved
rapidly. and we are still moving rapidly to meet these two demands,
but these are demands that have not been traditional or normal for an
acerediting ngenev,

Mr. Hrers. What is the Government's responsibility for this prob-
lem? What shonld they do? ] )

Mr. Joxrs, The Government's responsibility, in my opinion, is one
of pas<ing on of information to the acerediting ageney.

We do not have the statistics. the data from a Government agency
that dishnrses the funds, that knows the number of defanlts,

Their computers apparently have been nnable to keep ns eurrent,
and the information that we were getting during the period of my
serviee on this Commission was so old that the hor<e had been stolen
before we conld aet around to elosing the barn door.

Mr. Frrrox. Conld T interjeet myeelf there, please?

Mr, Jones, Yes. pleace.

Mr. Fritox. T wonld again get back to the triananlar set of re-
sponsibilities, as what ean and shonld the Government do.

I think that the Government program administrators have the
particular knowledee and thev should do direetlv, Thev shonld ac
throngh their statutory anthority under section 43°7a) to set stand-
ards. publich regulations, and if a sehool violates those regulations,
to condition. suepend, or terminate the eligibility of an otherwise
elieibile institution.

T think the gavernment, either the State or the Federal. depend-
ing on the program administration, <shonld do directlv what it's
charged with doing. rather than always acting throngh the aceredit-
inea reney,

Mr. Trieks. Now, have yon gentlemen te<tified before Mr, O Tlara?

Mr, Forron. Yes,sir, ) )

Mr. TTiers, Did vou. in testifvine before him, recommend legisla-
tion that his committee Las jurizdietion of. to help eorrect some of the
problems? X

Mr. Frrrox, Yea, sir. Well. first of all, we've {aken the view that
the nresent State anthority is there. has not been assumed in all caces,
and we weald expand the anthority of 438(a) to cinlnace all programs
of student finaneial aid. not just the gnaranteed.
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Mr. ITicks. What's the 138 out of, some edneation act?
~ Mr. Frrros. That's title 1V of the Higher Education Act. and it
i1s the specific authority of the OK to what I call desligibilize an
Institution.

Unfortunately, the OFE has not yet implemented that authority,
and isstillmore or less relying on the acerediting.

Mr. Iicks. In your opinion, do they have suflicient anthority?

Mr. Jonrs, Yes, sir, i

Mr. Iicgs. Or shonld they have more jegislative anthority ?

Mr. Frraox, They have sufficient authority, as that seetion applies
to the guaranteed student loan program.

My recommendation to Mr, O'Hara. and onr recommendation here

a todday, would e that that authoriiy ihat is now limited to the guaran-
teed student loen program shonld be expanded to embrace at least all
procrmns of student financial aid.

Mr o k< AN right.

. Now, what <hould the Veterans” Administration do and what shonld
the gocial «cenrity people do? They had large amounts of money that
thes "re dispen<ing in the edueation program,

Mre Frorox, That moves over into other areas. Federal assi<tance
to cdieation s sort of a series of fiefdon:< and baronies. For a long
time the OF wouldn't even acknowledge the existence of the Social
Secority dependent s survivor program.

Mr. Hers. You nnderstand withont that, thoneh, we wouldn't have
any reasgon for existing in this committee here, Mr, O'TTara wonld he
the one that wonld be lookineg at the problem. It we have a jurisdic-
tion that cuts across the Government, In other words, we ean look at
what thesc other administratons are doing, and we ean make a report,

We ean’t offer any legislation, hut that i< our function, and that's
why it important to us to have vonr ohservations,

Mr. Frerox, Well, my olservation, and Mr, Jones may want to ex-
pnd upon it i< that T think whatever ageney. Social Seenrity or VA,
Fhink the purpose of the program should he acknowledged. )

Ts it a welfare program? Ts it a cost of edueation supplement. or is
it i cmitlement like the VAL becanse they do diffor,

Second, 18 there a particular cliss or eategory of schools, whether
proprietary or tax exemipt. or students, who are cansing a partienlar

| problem,and if that i< the problem. get at that problem.,
| Anather recommendation
. Mr. ITiews Well now, entitlement or not the Gevornment still cught
fo heinterested that {f th e paving for some edueation, they oueht
to get that edueation, ‘ )
Mr. Freroxs That's right, but the way in which they are entitled
may affect whatever wifeguard vou might want to sugeest on this de-
Jtermination, Then another problem with the VA i T mean, there’s
no hostility, there's sort of a bemused or hefuddled wha .o we doing
in the @ame, beeanse they have a verv detailed svstem of State ap-
proval. As Dr. Arnstein well put it the other day. they have a rule
against evervthing, )
Now, it mav not be coneurrent with eduecational thought. but they
have a very efficient <v~ton, of preventing sin, They may not promote
an edneation,
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Another problem is, they have a system. something called program
guides which are not generally wvailable to the public. These really
are at the heart of what the VA is doing in the administration of ed-
ucational criteria and what's going on. T would suggest that it would
be most helpful if the whole system of VA regulations interpretations
could somehow be updated. It's one thing to have freedom of informa-
tion. but it's another thing to know what to ask for, and T must say
not in all cases are we abreast of what the V.\ considers to be current

roblems. .

Mr. Hicks. Th ..'s one of the problems that the committees have, 18
that thev sometimes don't know what questions to ask.

Mr. Furron, Yes. sir.

Mr. Hicks. Well, now. do you have any idea what proportion of
the dollars that go to these proprietary schools comes from the Office of
Education, where there's guaranteed student loans or grants or what-
ever, and what comes from Social Security and what comes from the
Veterans’ Administration?

Mr. Frrrow. I think it would vary by the student population.

Mr. Jones, do you have the information ?

Mr. Joxrs. In the total program, in the Office of Education, the
budget that they spend on student financial aid would dwarf that
which the Veterans’ Administration is spending.

As far as individual schools. there are some schools that specialize
in one field or another. just as there are schools that have most of their
students under financing of the guaranteed student loan program,
there are schools that are mostly attractive to veterans, that have high
veteran populations.

There_are other schools. perhaps in the same field of work, that
prictically have no veterans in the school.

And insofar as veterans, the Federal Government hes seen fit to en-
courage schools that were not enrolling veterans to Jo so by offering
a veterans' cost of instruction program because it was felt that not
cnough veterans were utilizing the benefits that they had, perhaps be-
cause of the differences in the training allowances as compared to the
cost of living and the cost of going to school.

Mr, Luaax. Do vou have any estimate, looking at the schools that
vou're concerned with here, of what percentage of their tuition comes
from the Veterans' Administration, from guaranteed loans, from So-
cinl Seeurity ?

Mr. Frrron. Not current information. no. Again, you know. this is
knowledge that's probably better known to the program administra-
tors. We ddo ask the schools to give us some information on what hap-
pened last vear. but by the time we get the report this year of what
they said last year, the picture may change.

Mr, Lewas. Well. do vou have any rough guess as to the amount of
federally <upported students, using the categories I've just given,
that are in vour schools?

Would it be a third. a half?

Mr, Joxes. T would say that in the schools that we represent. that
certainly not more than 10 percent to 12 percent of the total student
population wounld be veterans. and T wonld say that not more than 3
or 4 pereent perhaps would be under the social security program.
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T cannot estimate the number on the guaranteed loan prograis be-
emise a student can go to a bank and get his tuition, and this orga-
nization would have no knowledge of whether he was finaneed in oue
wavor another, but T wonld, a< i edueated gness, T would say that
the bulk of the Federal funds coming to the schools in this field would
be coming throueh the guaranteed student loan program.

Mr. Hicrs, But are the number of students you have, there's 100
pereent of your student body, what pereent is one form or another,
whether it's guaranteed loan or whatever, of the Federal dollar is
mvolved?

Mr. Freron, We don’t know. We don't know, but T would say this,
My, Chairman, that in my opinion if a school has a sophisticated ad-
ministeation of student financial aid, there is nothing per se wrong
with 100 percent of the student body having sowe type of Federal
assistanece,

Mr. Hiers, Well, I'm not criticizing that. I'm just trying to get an
idea of —— ) ]

Mr. Fouion, Um just sayving that for the record.

Mr. Hicks. If all Federal aid were withdrawn, could any school
that you know of continue to exist in the form that it is right now ¢

Mz, Joxrs. There wonld be sonie.

Mr. Rutor. May I respond ?

Mr. IFrrros, Yes,

Mr. Rivor. Mr. Chairman, T don't know the figures overall, and
it’s very diflicult, as they mentioned, for us to have these figures avail-
able. There are many factors. but to take several schools T am aware
of. whether they're typical or not quite typical. I'm not quite sure,
but T would surmise in all programs that have some funding, State
or Federal, there might be 70 percent of the students involved which
would include the Bureau of Pﬁdi:m Affairs, through vocational re-
habilitation in addition to all the other things. There's a wide variety
of students and a wide variety of program purposes designed to help
them so that what they receive depends on their situation. Whether
that’s a_typical situation or not. I don't know. Most of our schools are
generally small: T imagine the average school that we represent has
mavhe 250 students, ) .

There are some larger and some smaller. but this would be the typi-
cal business college, in many cities throughont the country. .

Mr. Hicrs. Now, all of yon gentlemen have read the Reader’s Digest
article, the Boston Globe, the Washington Post series, yon are aware
of that. How widespread are those illustrations?

T mean. will ut least some of those illustrations apply to all schools?
Will they be confined just to a very few schools? What 1s vour opinion ¢

Mr, Frrron, Well, first of all, to take the Reader's Digest article, T
think the summer camps, the nursing homes are now schednled for the
next set of exposes, I think you could take the Reader's Digest articles
and just substitute either nursing homes or summer can.ps and pretty
well write the same article.

Mr. Hicks, Or Congress. )

Mr. Frrrox, Or Congress. You know, news is bad news. That’s it
simplistically.
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With regard to the Washington Post. Mr, Wentworth is a very fine

reporter. but unfortunately his basic premise was destroyed by the
facts, : .
_ Last year there was a lot of loose talk that 75 percent of the defaults
in the loan program were attributable to students in proprictary
<chools. Now, subsequently. the OF division of in<ured loans has begun
to wet their computer running in shape. T think the facts will indicate
that in the entire program, and FT1 _ was only part of it. another in-
crement is that which is administered by the State guarantee agencies,
that the number of loans in default and the dollar volume of loans in
defanlt administered by the State guarontee agencies exceed. both ex-
ceed the number of loans in defanlt and the dollar volume of loans in
default, under the federally insnred increment,

Now, if yor, read that, with the testimony of the national president
of the Stree guarantee agencies, he said that less than 10 pereent,
probably not more than 6 to 8 pereent of their loans go to students
in * oeational shools,

Welll since they did not make loans to voeational students, loans
had to be made to what we'll eall college «tudents, As the facts are
coming out and as the OE people themselves have now testified, they
are not ready to azeribe defaults to any partienlar category of institu-
tion, ‘That iz the latest word from the QFE.

Mr, Thers Mr, Fulton, mayhe the smoke i< not as bad as the articles
made it, and T would hope that the smoke it as bad—in eampaign
reform. for example, as has been painted—nonetheless, there’s some-
thing there and Congress recornizes that and Congress is trying to do
something about it,

I'm assuming that there is something there with the smake that's
been raised by these articles, as far as proprictary schools are con-
cerned. What are vou willing to say, based on yonr knowledere, that
ourht to be done?

M. Frirov, We're happy to say this, We'll try, we'll econtinue to
do what we've heen doing. We do think that the experienee shows with
reeard to insured loans and proprictary schools, that it deesn’t take
a ~ophisticated computer mn to point out that where either State
licensing has been Incking., or acereditation has been lacking, there
liave been problems,

Now, let's take New York, for example, Mr, Roblee i< from New
York, and I think he can aflirm that there were high default rares in
proprietary ~chools there, but generally they were in State reanlated
but nonaceredited proprietary schools.

California. you all heard testimony ahout the West Coast Trade
Sohool situation. California has a good system of State licensure, but
as T understand. the West Coast Trade Schools were not aceredited,
By an exception, it was nade an eligible institution.

Now, T don’t want to cseape responsibility. T want to make it elear.
The next set of examples—I am talking about aceredited <chools. In
<neh States as Texas, where My, Jone< and Mr. Rhude went into, which
they went into at USOE request. von had at that time no authority
from the Statc no Heensing, Louisiana, Mississippi, were <ome other
States where, although yon had aceredited schools, yoio do not have
State licen=ure, 8o my recommendat ion is that the triangle of responsi-
bility contemplated by Congress, artienlated by Congress in the stat-
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ntes, of State leensnre, acereditation or some other independint
Judment, plus  deeligibilization, postaudit authority, be fully
im )l('montwl. i

The OF has yet, for whatever administrative reasons, I don’t know.
they have not implemented their authority at all. They are still trving
to doindirvectly through the acerediting commission w hut possibly they
should be doing directly on their own.

Some of the States, for example, Indiana. Mr. Clark gave some
effective testimony, He's not giving acereditation hecause there’s no
peer participation, but they're doing a good job, but Tdon't think all
States have assumed this rospnnsibiﬁty.,

Mr. Hicks. What part "o you feel that the Foderal Trade Conunis-
~ion =hould play in this?

Mr. Frovos, Well. that's a very diflienlt question, because there's
A hew ethie there, and t' . old atnzosphere of cooperation seems gone,
Theze people are commiitted to four big lnw suits. and they've put their
pride ou the line. You know, it's understandable, I've litigated. and
1S pretty tough to sit avwn and objectively diseuss things when one-
half of your personnel is out to hang sealps, )

So the FTC has a very difficult role, Ud rather let them define their
vole, I wish that we had'a more reciproeal relationship with them, but
[ think they probably should be limited to frand situations. You kiiow.
the malefactors, and not got into the quality of education.

After all, they're committed to some sort of poliey that if you don't
get a job, vou shonld get your money hack. Maybe that should prevail,
but maybe it should prevail as to all education. )

Mr. Hicrs. Mr. Melnerney, do you have any questions?

Mr. MeIserviy. No.

Mr, Thicrs, Mr. Luman ? )

Mr. Luaas, Only one final question. You mentioned the necessity to
cooperate. Do vou hold up your end of the ('oos)('rutinn., in your opin-
wn?! For example, will you refer complaints about a school of yours
to the Federal Trade Commission, if that complaint might involve a
violation of the law that the I"I'C conld act on?

Do you see that as within your duties and 1esponsibilities, or docs
that tuz vou in the opposite diveetion? )

Mr. Feuron, it teving to contemplate the necessity of referring
theni, beeanse, you know. if it violates the law, it probably alsg violates
our criteria,

Mr, Loarans Yes.

Mr. Frurox. And we shouldn't pass the buck, T maan. we shoukd
act ourselves,

Mr, Lusans That's tree, but vo veould pass a copy and ask yourself
too. conldn’t yon? We've been talking about the fact that the school
might be under three different strictures on its advertising,

Mr_Ftrrox. Yousee, they haven't been interested inany complaints
we get, They want to ranmage arourd our acereditation tiie. you know,
and destroy the intimacy that we have with the schools, but they've
never reguested any copies of complaints, )

Conversely, we have requested eopies of complaints from them, so
we conld act, and to my knowledge, have we ever gotten anything
from the F1¢*
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Mr. Harr, Welve never given them anything; we haven't gotten
anything in relation to a complaint.

Mr. Frrrow. 1 don't know about any legal liability here, but cer-
tainly any final decision made by us should be shared with the FTC,
yos, sir.

M, Hhers Thanl: you very much, gentlemen.

Mr. Furros. Thank you.

May I file two exhibits for the record?

Mr. Hicks, Certainly. They will be accepted and will be made part
of the record.

[Mr. Fulton’s prepared statement follows:]

PREPARED STATEMENT OF RicHARD A. FULTON, EXECUTIVE DIRECTOR AND GENERAL
COUNSEL, ASSOCIATION OF INDEPENDENT COLLEGES AND SCHOOLS

Mr. Chairman, and members of the subcommittec, my colleagues and 1 wish to
acknowledge the serious responsibility accorded to us by you in responding to
your invitation to give testimony to the Committee on problems confronting
proprietary schools, the students enrolled in them and what cau be done to re-
solve them.

I am Richard A. Fulton, Executive Director and General Counsel of the Associa-
tion of Independent Colleges and Schoos [AICS]. With me are:

Dana R. Hart, who is Executive Secretary of the Accrediting Commission of
AICS which, under our corporate Charter, Bylaws, and The Criteria of the U.S.
Office of Education, is the body endowed with independence of judgment with
regard to accreditation of institutions within our scope of authority.

Jack II. Jones, President of Jones College, Jacksonville, Florida, a four-year
degree granting, nonprofit institution. Mr. Jones is a former President of the
Association and a former Chairman of the Accrediting Commission. Presently
Le serves on the Postsecondary Planning Commission in Florida authorized by
Seetion 1202 of the Higher Education Act as amended in 1972,

Ernest E. Roblee, President of Jamestown Business College, Jamestown, New
York, a business school authorized by the State of New York to award the As-
sociate Degree. Mr. Roblee is cnrrentlv serving as Chairman of the Accrediting
Commission, e is nalso a member of the State of New York Education Commis-
siner's Advisory Council on Higher Edueation.

A. Lauren Rhude, I'resident of Chapparal Career College. Tueson, Arizona, a
histuess ~chool authorized by the State of Arizona to award the Associate De-
gree. Mr, Rhude is currently President of AICS and formerly served as Chairman
of the Acerediting Commission,

I wonld underscore the fact that sshile the hulk of our membership is institu-
tions which are proprietary in form. we are not the Acerediting Commission for
proprictary schonls. Rather we are the Accerediting Commission for institutions
other than publie tax-consuming institutions, hoth proprietary and nonprofit,
which offer programs of education in business and business-related programs,
hoth at the collegiate level and at the postseeondary high school level. Further,
~ome members of AICS are aceredited by regional acerediting agencios,

Of the 500 institutions holding membership in AICS, the hulk of these institn-
tions are proprietary in their form of governance. Some people would eall them
profit-taking institntions.”” others micht refer to them as “tax-payving institu-
tinn<" rather than tax-consuming or tax-avoiding institutions. Abont 157% of the
institntions are tax exempt or. in the layman’s term, “nonprofit” institutions.
Some of these are chureh related, such as LDS Business Colleze in Salt Take
City. Utah, or the Aquinas Junior College in Milton, Massachusetts.

Although many people are prone to classify proprietary education a8 a level of
complexity or a particnlar program of study, it is our position that proprietary
iz merely indicative of one of the three forms of institutional governance, that
is publie tax-supported, private tax-exempt, and proprietuary tax-paying institn-
tions. The form of governance is unrelated to whether or not the in<titution is
degree-granting or “collegiate.” Within cur organization there are proprietary,
colleginte. baccalanreate degree-gr.onting institutions sneh as Strayer College here
in the District of Colnmbia. and tax-exempt 501(¢)(3) institutions such a< the
American Inctitute of Business in Des Moines, Towa, which Is accredited a< n
busineus school instead of a collegiate institution. To those who persist in refer-
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ring to “proprietary and other voeational institntions,” we niust respond that
this has the same logic as those who refer to “nurses and other female health
personnel™ or “secretaries and other female elerical employees.™

We cach respond in our individual eapacities. Yhe views and opinions which
we present to the Committee are our own and not the policy positions of cither
AICS or its Accrediting Commissivn. Nonetheless, we hope that onr views uay
e of ntility to the Subermuittee with regard to the problems confronting pro-
prietary schools, the students enrovlled in them, and what can be done to resolve

them.
PROBLEMS AND RESOLUTIONS

In our attempts to articnlate some of “the problems confronting the schools
and the students and what ¢an be done to resolve thew” we have con-
cliuded that the role plaved by aecrediting agencies and accreditation has too
often been overemphasized, miscast and misunderstood. Simplistically, aceredi-
tation is peer participation in n judgmuent meaxuring the quality of education
by pre-established criteria. It shoull uot be confused with the distinet respon-
sibility of state lcensure and regnlation or warranteeing the accountability
expectations of program administration disbursing federal or state funds.

The problems and resolutions we have listed are by way of illustration and
not limitation. Nonetheless, we hope they can point out areas of concern to
assist the Comniittee in its recommendations. The order of presentation is in no
way indicative of any particular priority.

YIEWS 0X THE PROBLEMS CONFRONTING THE SCIIOOLS ANN THE STUDENTS AND WIIAT
CAN BE DONE TO RESOLVE THEM

1. Class Bias Against Vocational Education

The class biz=ed as<nuption that proprictary students take vocational courses
to get jobs but eollege students enroll in “traditional” higher education for
potential intellectual stimulation rather than the desite to get a better job.

2. XNot g Monolithie “Industry”

The nnwarcanted supposition that all proprietary schools comprise a mono-
lithic "industry™ all acting in concert and constituting 2 wassive undifferenti-
ated] gronp of educetional institutions lacking the diversity of, and not in com-
munion with, “traditional” higher education.

3. VIS Has deted Responsivddy and Lopeditiously

Fhe misinformation that an acereliting agencey is hesitant to act decisively
and expeditiousty in the denial or withdrawil of accreditation or in response to
student complaints.
4. Contrasting Government dgency Attitudes

“I'he incomsistent, shifting, and at times diametrie attitndes manifested by
involved federal and state agencies ranging from constrictive cooperation at
the U.5. Office of Education to prosce ntorial zeal within an adversary aml coer-
cive frunework at the Federal Trade Commission.
5. Overemphasis of Police-Prosecutor Role

“The serus jeupardy to the pequisite intimate reintionship that an acerediting
ageney ~tould mAML N with 2n msiiation in careying ong s orizinal ~Liutery
role of cortifying as to the quatity of eilneation or trnmite afforded has restulted
from the necessity of an acerediting ageney to andertake 2 poticing role because
of cither an abrewr e of assunption of statutory respensibility or a lack of imple-
mentation of federal authority, or both.
6. Aeereddation Only an Elvment of Lligibility

The erroncous tendency to equate “acereditation”™ with “eligibility™ thas over-
looking the important co-equal statatory rexponsibility of the individual states to
effectively license and regulate schools.

RESOLUTION OF THFE PROBIEMS

1. Elimination of (‘lass Bias
Action to unburden vocational education, its students, and Institutions which
are proprictary in form from the putronizing and debasing class bins with which
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it i~ rreated. wirtingly and unwitiingly by adwinistrators, evaluators, iand
catilientiitors,

2 Futl Ascmption of Authority

“Phis i< n trast of national scope merging the effective gassnmption of state re-
spenability with peer judgizent of private acereditation and fall implementation
b Ted el peesieaudit anthority to de-elgsibelize so that e tiangie of accenat-
abeiliiy is onnplete.
3 1o APrm Unity of Legislative Purpose

It was to heip siedents thiat the Congress enacted progrinns of gicancial aid
aned et tox

L peree
shijer or 1

it cddueationad institntions; (b) eteonrage bureaneristic turfan-
1y reputations by the exhivnition of malefactor's scalp-.

C1ASS BTV AGALINST VOUATIONAL EDUCATION

Ac snling 1o ibe Secolad Newnman Report,! “Americans hiave long considerisd
cullege as the zatenay to the upper middle class.” The report goes on at page 1»
tenaite s L4~ uly stremn of rhetorie from the ednedional coatnuinty atal gov-
ernm Lt has temded o reinforee widespread expectations that there is a direet
o battetaship L etws en the amonnt of cducstion and the iikelilcod of upsard mobil-
1o snatns cind pcome.” I faet, Ccollege degrees, it has beea poisted out re-
prectodiy, ane werth o Lreat deal to the student over his tiferime.”

Last week the Federal Trade Commissivn informed the Committee in its writ-
test ~tatement “har o

Aot st uls Lake voeational conrses to get jobs, not for poiential intellee-
il cpmaaiatee,

Th- nieas angdicatien by the FTC is that college students are in school seck=
jng mpoterti intellectral stimutation.” The FTC theory for which ne anthority
is cited i< totiliy sr oibds with a study ® by the prestigions American Council on
Folnarien the orzanization of the higher wlueation establishinent, which re-
portend that 8545 of black cotloe freshman and 7370 of non-biachs gt often cite
as their reson fir oing to college the desire to get a better job!

Snch an nmdeestnented, batantly cliss conscions rationalization by the FTC
wihieh jsunres - errent research in higher edune:tion illustrates with great clarity
the proilees of prejndice confronting proprietary schonls and students enrolled
in *hem. Cihis s part of 2 never ending effort to make them different frow the
pesf af the aendersic comnmunity when they arein fact part of it.

Gaven the FEC'S lingation conmitment, one can perceive the necessity of its
adyerary effert in dichotmmize proprietary students a< “different” from college
stied st~ Bat 1 the overwhehning najority of students, vocational and college,
it Gt sere 1 s ool to get jobs, as the inrefuted research shows then the FTC
i wrene It i< wrene aned it is unfair. No stadent should be stereoty ped racially,
ethnieails or ol =ovionalty as< the Federal Tride Commission has done.

As Dr. Stepton Ko Bailey, Viee President of the Aneerican Couneil on Ednea-
Vi, <fatel in his keynote sddress to the 1973 Aunnal Meeting of ACE:

“in ent ineneangy sealitarian world, onr own generally accepted, if slightly
s it st atue atisplaevneent~ the peekiigg order from Harvand to Cornell to Sy
Cliae e Chane oo S et Onendage Connannity College to Apax Bosiness School)
are o erder areising, Lazht thensnwl tas-payving proprictary schools want to
R wis 1 v a0 histestan for unciuployient at the taxpaders’ expetise is
better thin thomng an aeeountant for g-efnl emplozment at the learner's
eXtrser,”?

Uy F 8 fese tmairing o histerian i A Mer beetise it §s ntelleetuadly
LN £3 {TEE I e

SOP A UMONOTITHLCT 1IN STRY

Peepe el L MO natitiedeas are baestly oriented. Where they da hee
Sherent o froe c terstate” areis it is more by omeographie bappenstanee than by
eevttare b <z Norvmtlly this §s true of any institution, public, tax-exempt.

Eed v me edb Suenr g B et o Nadiern] Petieyoant Hizher Adintalsseation™ Report
Sl i, b eme b the Seapelape o Faeaith Fdagotion and Waeltare, p, IN
| N AT

The RIaek 500 oo e Yt enn <4 hareeferfat s d and fterent Tropds
the Spgne’ Steplen R Balley, Btueatonal Becord sol. 5%, No, 1,
>,
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or proprietary. if located in a city such as New York, Philadelphia, Washington,
Louisville, or Memphis. Similariy, it is to be expected of one which draws from a
vast geographic area which ix sparseiy populated such as Denver. Generally such
“interstate activity” is limited to two or three states which the metropolitan
area serves.

All AICS schools are residential institutions offering programs predominantly
designed to train students for careers in business. The median enroliment in an
AICS institution is about 2350 students with a faculty of ten or less.

The average or median AICS school has annual receipts of $200,000. In fact,
more than 209 of AICS schools have annual receipts of less than $100,000, al-
though 21 AICS schuels. mostly nonprofit, comprising 4.3% of the membership.
do have annual tuition receipts in excess of one million dollars. These are not
multi-million dollar institutions enrolling tens of thousands of <tudents on a
vast nationwide scale. They are modest, loeally criented residential schools trying
to il local needs for local employees and students.

COLLEGE TRAXSFERS

Business school graduates have proved to be good risks for college transfer
with recognition of credit for studies previously completed. Ferris State College
in Big Rapids, Michigan. is but one example of the practice of accepting business
school students with credit on transfer.

According to Dr. Robert L. Hitch, Director, Business Education at Ferris:

*. . . the 52 husiness college transfers. comprising 209, of our enroliment in
Business Education, are performing at a very acceptable level. Indeed, over
25¢% are making an excellent record for themsel\ ¢s on this campus.”

For the record, we would file with the Committee, copies of 1971 and 1966 re-
search studies reflecting the analysis by Dr. Hitch of graduates including business
school transfers. They are: “Academic Achievement of Ferris State College Busi-
ness Education Graduates for 1966-1968;" "Certain Characteristics of Ferrix
State Lollege Business Education Graduates for 1938-1965."

ACCREDITATION IS ONLY AN ELEMENT OF ELIGIBILITY

In discussing such terms ax “accreditation” and “eligibility’’. great precision
should be nbserved. Often one hears that erroneous statement, *‘accreditation is
one device currently used to determine eligibility.” More precicely. accreditation
is often a necessary element. hut by itself is insufficient to establish *efigibility"’
for nartiernlar programs.

We suggest that a review of the statutory definitions of eligibility for pur-
poses of \ SOE administered programs of student {laancial aid as contained in
Nection 435i(h)12) or Section 4351¢)(2) or Section 12011a)(2) or Nection
F1940) will show that all define eligibility as a bundle of elements. anly nne of
whirh iz arcreditation. Unfortunately, many people, in our opinion. tend to equate
acereditation with eligibility. This. for example, ignores the esxential and vitat
role and responxibility of state government ax a co-equal, hut independent ¢le-
ment in that bundle all of which go together to niake “eligibility.”

State responsibifity is quite specific and is certainly differentinted for an
eligible institation™ under the Guamnteed Stiudent Loan Program depending
upon schether the school ix an “institution of higher education™ or a "vocational
s‘.h"d-"

Sectinn 435(b) (2) requirex that an “institution of higher education.” to he an
efigible institution : ~i< legnlly antherized within <uch State to provide a program
of eduecation beyond secondary education.”

However. in Section 433(¢)(2) for “vorational schoonls,” Coigress wax much
more specific and elahorate in that a vocational schonl ; “ix legally aunthorized to
provide. and provides within that State, a program of postsecondary voeational
or technical education desigaed to fit individuals for useful employment in reeng-
nized orcupations.”

In other words. we think Congress, in enacting these various sections of the
Higher Education Aot defining “efigibility™ or allied terms<. masde it anndantly
clear that acereditation was only one of several elements. Whether or not in
the administration of the Iaw eqnal concern for the re<ponsihility of the state
has< been observed. is, T suppose. n matter of judgment and ohzevrvation. We wish
to clearly estahlish onr respert for the responsibilitiex of the statex and to ac-
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knowledge the important role that has been played by Imaginative and innovative
administrators in some of the states. We wish such an attitude could be found in
all Aty states, but such has not been the case.

THE MOXNDALE EXEMPTION

Just as some states have been reluctant to accept their respective responsi-
bliitiess, 50 tup the same can be said for some accrediting agencies. The denial
of access to public area vocational schools to accreditation fully justified the
exemption from accreditation achieved by an amendment to the Higher Education
Act in 1972 by the distinguished Senator from Minnexota, Walter F. Mondale,
which can be found in Section 438 (b). Unfortunately, there is a great deal of
confusion and misunderstanding about the Moundale exemption; what it does and
what {t does not do.

The Mondale exemption Is just that; It exempts a certaln class of schools
from the requirement of belng accredited because those schools had no access
to accreditation. It does not, in our opinlon, exempt any class of schools from
the suthority of the State goverriment pursuant to Sections 4353(b) (2) 435(¢) (2)
or Sectlon 1201(a) (2) which states that the institution "is legally authorized
within such state to provide a program of education beyond secondary education.”
We presentls think there is ample authority for the administrators of these pro-
grams  of student financial ald to require as a condition of “eligibility™ of an in-
stitution to have two concurrent but independent judgments : one from the states
and ome from the accrediting agencies. Lacking either, an institution does not
<atisfy the definition of eligibility.

However. if the administrators of the program feel that the statutory language
cited gives them insnflicient anthority, then we most vigorously suggest that the
authority of the state to oversce and snpervize in their capacity to regulate and
license educational institntions hoth proprietary and tax-exempt. should bhe
enhanced. enibellished and reinforced, by additional language to Sections 435,
1201, and 401,

To further expand the Mondale exemption of 43R(b) to include private voca-
tional schonls as well as public vocational schools would deny the USOE and
the Congress the benefits of the system of dual, concurrent and independent
judgments, Indeed it would repose entirely the decixion for eligibillty snlely
in the hands of the State Agencies.

It may be the judgment of this Subcommittee that accreditation itself should
be eliminated a< one of the elements of eligibility. We suggest that that is & xepa-
rate issue from what we perceive to he the need for a continuation of the system
of two separate, but concurrent, independent judgments.

NECESSITY FOR TWO CONCURRENT BUT INDEPENDENT JUDGMENTS

Althoungh we have only limited access to Information or statistical data con-
cerning the problems in the administration of the Guaranteed Stndent Loan
Program. we do snggest that a qualitative analysis on a state by state basia
indicates the effiracy of having this dual judgment system. With regard to pro-
prietary school<, where either element hax heen lacking. there have been more
qerioix problems. We repeat, where either element (state anthority or aceredita-
tion) has heen lacking, there have heen problems.

We believe that the I'SOF, can confirm the following analysis with their data.
For example, in New York and in Californin. proprietars institutions with a
student population manifesting a high default ratio nnder the Guaranteed Stn-
dent Loan Prograni. had a number of “eligible institution<” whicli. while licensed
or regiinted under well-ndministered state laws, were institutions that were
rzeepted from the acereditation requirement. becanse at the time. the institn-
tionx nlleglly had no aceess to an aeccrediting ageney. Conver<ely. there have
heen a nmnmiher of examples of institutions in sueh states as Texas, Lonisiana.
Missiesippi. Georgin. and Alabama, where. althongh the institutions were aecred-
ited. there was no state Inw authorizing the institutions to offer the program of
edueation lere again were institutions hav’ <student luslies with extremely
unfavorable defanlt ratios under the Guaran od Student TLoan Program. We
euggest this supports one argument in favor of the necessity for state regila-
tlon as well as some other independent judgment. Currently. that judgment uneder
the statnutes has been by the acerediting agencies. There is of course the three
letters of transfer Rule which i< applicable only to public and tax+xempt col-
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leges. It may be appropriate to establish some alternative to accreditation but
if that is the decision of the Subrommittee, we urge that it clearly be that aml
no more. The s¥stem of two councnrrent but independent judgments should
be preserved.

ACCREDITATION AS IT 1S PRESENTLY PRACTICED

My colleague Mr Hart, Executive Secretary of the AICS Acerediting Commis-
sion, stands ready to respoud to particular questions that members and staff of
the Subcommittee may have witih regard to our afecreditation procedures. In
summary, those procedures have been published and are available to the public,
pursuant to the Criteria ixsued by the Commissioner of the URNOE. They have
been periodically reviewed by the USOE and the Comumissioner’s Advisory Com-
mittee on Accreditation, We have been informed by the Comunissioner that they
are in conformity with the Criteria as they previonsly exi<ted, and we look
forward to having them measured by the newly extablished Criteria which were
ouly recently published governiug the recoguition of Accrediting Agencies.

The Accraditing Connmission for AICS was established in 1952, In 1856 it
was dexignated by the Commissiouer of the USOE as a “uationally recog-
nized accrediting ageney™ pursuait to PL 82-330 in subsequent legislation. From
its outset. the judgmental body, and by that T mean the commissioners them-
selves and not the <taff. has included “public members.”

One of the criticisms leveled agains<t acereditation by crities is the allege-
tion that such a body is self-serving and self-accrediting. Although the older
and more established accrediting agencies are in the process of flirting with the
idea of non-peer members of an accrediting commission, we have more than
twenty years of successful experience with outsiders serving in an equal judg-
mental capacity. Another innovation of our Accrediting Commission is the adop-
tion of a policy of proration of retunds when students withdew from school.
The minimum standards of the formula are explicitly set forth in this Supple-
ment to the Criteria.

The problem of refund is often discussed as only one involviug proprietary
institutions. Actually, there are many nou-proprietary colleges and universities
that have very simple refund policies. These policies are of “no refunds.” While
our policy may not be perfect. and onr suggested minimum fornula may be snb-
ject to disputation, at least we have adopted hoth a policy and a formuia. which
is more than can be said for the sn-called “teaditional™ educational community.

Accreditation is a complex mosaic of continuing judgments and relationships.
It is not a “hallmark” stamped upon an institution fo. all time. It is a privately
aéministered system of privately adopted standards and procedures. There are
well-intentioned persons who in their endeavor to achieve worthwhile purposes
would preserve the forn of accreditation while denying its suhstance and dyna-
mism. Such an example is ILR. 11927 introduced by Represeutatives Bell and
Pettis. This is a well motivated mensure which in our opinion uses the wrong
agency at the wrong point in time to tind out things which either the state or
feders! governnent probably shonld rightly know if it is to continue to fund pro-
grams of student financial aid. Most of the very worthwhile suggestions that
HI.R. 11927 wonld insert into the criteriz of an weerediting ageney. more properly
are a function of either state licensure of iusiitutions or the federal program post-
audit authority of 438(a). Our pesitio : is that if the Congress wishes to continne
to utilize arereditation as one of the elementis of eligibility, then let it remain
accreditation. Of course refund« and advertising are already a part of our
Criteria.

Implementation of program post-audit authority requires a candid recognition
of the function of a particular program. We snggest that there is a general lack of
candor in identifying lie purpases of the several programs of student financial
aid. which in onr opinion. are Dot alt identical in thrust or support. Title IV con-
tains & numher of progranis generically styled as <tudent aid. However, there are
programs in which the institution is but an incident of the student’s discretion
siich ax the BOG or the GSIL.. On the other hand, there are programs such as the
NDSIL, CWS. and SEOG in which the stndent is but an incident of the institu-
tion's digeretion to dispense its government subsidized iargess. Further, there are
programs of obscure intent such as the State Scholar Incentive Grants which,
while democratieally administered in some states to provide asdistance to all
students to attend any institution meeting the definition of eligibility under Title
IV of the Higher Education Act, offers the possibility that in one or more states
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they may be used in a particular state to preserve some sort of elitism or perpetu-
ate little enclaves of priviler~ Then there are the Veterans Cost of Instruction
Grants as well as the othe: institutional increments authorized by Title IV.
Supposedly. these are payed by the Federal Government to the institution because
of the institvtion's estimated increased cost of instruction by obligating itself to
enroll certain classes of students whe allegedly would coxt more to educate than
others. Certainly if these payments are justified, they should he denonlinated for
what they are and their cost effectiveness should be established on a post-audit
basis. These should be payments under a contract.

The phnciple for such a post-audit system was established in 1972, when Con-
gress amended the guaranteed Student Loan Program to provide the USCE with
authority pursuant to Section 438(a) to fiscally audit an institution, to establish
standards of administrative capability, and to suspend, condition, or «erminate
the eligibility of an otherwise eligible institution. It is at this point in !ime, and
through such a federal system in conjunction with utilization of state authority,
that we feel tne intentions of the Bell-Pettis legislation are best implemented. -~

L1088 oF ELIGIBILITY

Theoretically, the instant that any element of eligibility, be it st .te authority
or private accreditation, ceases to obtain, eligibility should terminate. Addi- -
tionally, though unimplemented, Congress gave to the Commissioner of the USOE
at its request in 1972 the authority to condition, suspend or terminate the eligi-
bility of an otherwise eligible institution. This authority is found in Section
438¢a) of Title 1V. Hopefully, the regulations implementing this two year old
authority will be issued soon. As a legislative recommendation, we wonuld hope
that this authority would be expanded to include at least all programs of student
financial aid, and not limited merely to that of the Guaranteed Student Loan
Program.

Quite reasonably one might ask, if eligibility contains at least two concurrent
but independent juilzments, one from the state and one generally from the
private accrediting agency ; if both judgmental hodies are doing their job effec-
tively and responsibly, what need be there for this post-audit sutherity reposed
in the USOE to condition, suspend or terminate the eligibility of an otherwise
eligible institution? The answer lies in the fact that neither the state nor the
private accrediting agency is the disbursing agent or the administrator of any
of the programs of student financial aid under Title IV. Only the USOE has
available to it the facts concerning a particnlar p™gzram, whether that pro-
gram be GSL, BOG, SEOG, CWS, or NDSL. We ¢,) not administer the program.
and we can only rely upon the facts as disclosed o us by the USOE. For example,
during 1973. particularly, there were a number of news stories which attributed
just about ail of the problems under the Guaranteed Student Loan Program to
defaults by students enrolled in proprietary schools. Since we do not administer
the program, we have no evidence as to the source of these stories or the au.
thority for such disclosures. Happily. since approximately the first of the year.
statistical information has been made availahle to the public by the Division of
Insured Loans of the USOE with regard to defanlts under the Guaranteed
Student Loan Program. The facts are rather interesting. They have also de-
stroyed some assumptions of those who would criticize education in proprietary 2
institutions.

For example. many people confuse the Federally Insured Student Loan Pro-
gram (FIKL) with the Guaranteed Student Loan Program (GSL). As we know.
FISL ix but one increment of GSL. the other increment ix that which is admin-
istered by the State Guarantee Agencies. Statistics released hy the Division of .
Insured [oans show that the total number of loans in default and the total
dollar volume of loans in default ix greater for the loans administered by the
State Guarantee Agency than the total number of loans in defanlt and the total
dnllar volume of loans in default under FISL. That tatistical data, peculiarly
within the knowledge of the USOE. must be read with testimony given hefore
this Subrommittee last year by Dr. Donald Payton. then President of the National
Counctl of Ntate Loan Guarantee Agencies. Dr. Payton testified on July 26, 1973
hefore this Subcommittee (page 100) that only hetween 55 and 89 of the fundsx
administered by the State Guarantee Agencies go to students in voeational
«chonls. If the fund< do not go to students in vocational schonls. then ohviously
they are going to students in the traditional puhlic and private collegiate insti-
tutions. One need not helahor the obvions, or quantitate the unnecessary, to
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conclude on the hasis of these two sets of facts. that not all of the problems of
defaults under the Guaranteed Student Loan Program can he attributed to stu-
(dents enrolled in proprietary schools. or the decisions of either state regulatory
agencies ot the private acerediting agencies. These are facts peculiarly reposed in
the USOFE and are appropriate for action by the USOE pursuant te the authority
wiven to the USOE more than twoe years ago pursnant to Section 438(a). We hope
thiat before too long, the regulations implementing this anthority will be an-
nouneed. We do not <eek to abdicate onr responsibilities. but rather we seek the
necessary support to contribute to the success of the administration of the
progran.
ACCREDITATION WITHDRAWAL BY AICS

Often. the critics of accrediting agencies equate due process with undue delay.
We suggest that the activities of AICS in the fifteen months immediately after
the passage of the Education Amendments of 1972, fllustrate that an accrediting
azeney., when provided with definitive data by the USOE, justifying coucerns
about the GSLP at any particular institution, can act respongibly. with alecrity,
and with efticacy. During the period marked by the enactment of the Education
Amendments of 1972 in June of that vear through September of 1973, accredita-
tion was withdrawn from twenty-one institutions by AICS. These were final
decisions. with all rights of appeal having been made fully availahle and puhlica-
tion of the action including communication to the USOE and concerned state
officinlx In all but a few <chools. these withdrawal actions were related directly
to the financial stability of the institution. and the administration of the Guaran-
teed Student Loan I'rozram. Accreditation has been withdrawn for cause from
an additional 18 schools since September of 1973, or & total of 37 in the past two
vears

Thi< does not Inclnde a number of other institutious which during the same
period were issued as ¢howr cnuze letter< resulting in hearings abont that insti-
tution's financial stahility and its administration of the Guaranteed Student
Loan Program. In some cases. initial orders of suspension or revocaiici were
ixsued. but subsequently vacated. either on appeal or upon showing substantial
remediation of the previous situation. In most cases. this has resulted in <ub-
~tantinl amonnts of refunds of taition. to either students or lending institutions
which bas substantinlly reduced the amount of delinguency or defanlt claims
<nhiect to the Federal Incnrance of the program.

To accomplish the<e decisive actions, expeditionsly but with fuil ohservance of
“due process”. we fonnd it necessary to amend the Bylaws of the Corporation.
provide for the establishment of a Review Board. amend the Criteria nf the
Acerediting Commuenion, send teams of field anditors to visit the institutions. hold
formal hearings hefore the full commission with an opportunity for the institn-
tion to appear. establish 1 review board. appoint members to serve on it, and to
hold timely hearings for the appeals. All of thix was accomplished In approxi-
mately tifteen months It began with infermation ahout the loan brogram. bronght
to our attention by officia's of the USOF. We think our activities illustrate that
when provided with definitive data, an accrediting agency can respond with
alacrity and efficacy to the sitnation,

Parcenthetically. T wonld note that for our activities during that period. and
for those schoels from which accreditation was withdrawn, there was no court
action bronght against u< by reason of any claing of lack of due process with the
procedures which we instituted and nnder which the withdmwal wag aceom-
pliched]. Sinee thic initinl activity during 1972 and 1973, we have eontimied to
take nemitive actions resulting in the withdrawal of acereditation from
institntions

SUFD—$4.% MILLION LAWSUIT

A< the resnlt of the refusal of AICS to eontirue the acereditation of five
institutions which nnderwent a change of ownership eontrol in 1973, we have now
heen subjected to a Temporary Restraining Order by the 1'.8. District Court in
Snn Antonio, Texas. vacating onr jndgment of sispension. and reinstating .he
aeeroditation of the five institntions, We are alsn defendants in a damage claim
for fonr and a half million dollars. By reason of the TRO reinstating the aceredi-
tation of the five institutions. the USOE hac reinstated the eligibility of the
nstitutions The present statns of the snit is that trinl on the preliminary injunc-
tion ha been delayed by stipulation of the parties. and the plaintiff schools have
agreed to file the requisite financial statements whereby the Acerediting Com-
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mission may have a hasis for expressing a judgment on the financial stabilits of
the institutions and the degree te which payment of tuition refunds due students
have been made. The defense of this lawsuit has cost eur Acerediting Commission
thousandy of doilars in legal fees, with no expectation of a reimbursement from
a private foundation, the USOE or the Congress. Nonetheless, it is our intention
to vigorously defend this suit, and to attempt (o maintain our published Criteria
which have had the approval of the USOE, We do look forward to the day that
the USOE will have published regulations permitting it to do directly what it
is now doing indirectly through our acerediting agency and at our expense.

WHERE DOES THE BUCK STOP

The determination of eligibillty, whether it includes the element of accredl-
tation or some other “council of wise men” requires courage to make decisions
and the will to defend those decisions publicly, be it in the courts, in the
political arena, or in the news media. Obviously, a private accrediting agency,
with limlted resources, cannnt defend a series of lawsuits without courting
bankruptey. Similarly, however emotinnally tinged the efforts of the institu-
tion may be, there are times when hard decisions must be made denying accredi-
tation, if accreditation is to be a viable element of eligibility.

The ecritics of the accrediting agencles claim that the agencles’ insistence upon
due process necessarily involves “andue delay”. It requires more than a medicum
of self-discipline to endure the innuendos of the investigative media who some-
how feel privileged to have detailed knowledge of the confidential internal pro-
cedures which we understand tn be an inherent part of due process. However,
it is interesting to note that in two situations the media refused to underwrite
our possible 'egal liability in return for public disclosure of our iuternal pro-
cedures which could lead to withdrawal of accreditation.

The ery that the public has a right to know is not unique to accreditation.
From international diplomacy, to rule making by the federal regulatory agen-
cles. the reformers have, from time to time demanded “open decisions npenly
arrived at.” Such has even been snggested, and sometimes attempted by the
committees of the Congress. We do not have the fiseal rescurces to pinneer
Jurisprudeace in this aren However, if the Committee feels there is n statutery
solution which can conserve the rights of the institution, proteect the acecrediling
agency from legal liability. and yet provide information to the public at some
stage earlier in the proceedings than that of a “final decision.” We wonld wel-
come such legislation. We do not have the resources to establish it hy a litigation.

ALTERNATIVES T0 ACCREDITATION OR ADDITIONAL CRITERTIA WITH RESPECT Tn
ELIGIBILITY

Whether or not accreditation should remain as one of the elements of eligi-
bility is a political decision berond our capability. We dn suggest that at all
costs the Committee retain the tri-partite system of at least two concurrent, but
independent jndgments to establish eligibility with a post-audit. wntch-dog
authority. repnsed in a third bady to condition. suspend or terminate the eligi-
bilits of an otherwise eligible institution if it i< not measuring up to the purposes
of these particular programs for which it has heen made eligible. We wonid
urge bhath the imvlementation of the present authority of the U"SOF to “de-
efigibilize” institutions purenant tn Section 438(n) and expand ~uch authority
to embrace at least all programs of student finsineial aid.

With regard to the necessary element of state authority to license an institution
tooffer a program of education, we suggest that the present langnage is sufficiently
explicit. I further encouragement is necessary to the states to pssnme their
respective reeponsibilities with regard to the regulation and licensure of all
educational institutions, we suggest that it hest he accomplished by enhancing
and embellishing the language of Section 433(h) (2): Spction $33(c) (2): or
Section 1201(n) (2), The langnage of 438(h) is an exemption rather than an
authorization.

With all due respect to the sincerity and the dedication of the authors of the
second Newman Report. “National Poliey and Higher Fdneation.” we sugwest
thev too misunderstand that acereditation i< only one of the elements of eligi-
bility. rather than the determinant of eligibility (=ee pame 62 and recommenda-
tion number 7 at page 108) At the risk of heing too charitable, we suggest that
the propneal for a “national procedure for determining elicibilits bacod primarily
on an institntinnal disclosure statement™ hegs the question. The determination
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of eliglbility and its withdrawal, necessitates definitive judgments which do in
fact discriminate. The important thing is that the discrimination be solidly
founded and not capricious. The vague stand:rd suggested by the well-inten-
tioned authors of the second Newman Report at page 108 ignores the fact that
some group of people must make definitive decisions defensible to third parties
under our system.

We look forward with interest. to the proposal which we understand will be
suggested in Dr. Harold Orlans’ final report on "Private Accreditation and
Public Eligibility"”. Although we have seen an advance draft of this report, we
are under a stricture not to quote or discuss its content publicly.

We wish to restate our understanding and our position that accreditation is
only onc of 2 number of elements of eligibility. Possibly perhaps, within that
element of eligibility. the Committee may come up with <ome alternative such
43 the three letters of transfer system which is presently utilized as an alterna-
tive to accreditation for colleges and universities. Such a proposal in no way
diminishes the responcibility of the states to license or regulate or authorize
institutlons to offer programs of education.

If the Committee entertains fears that accrediting agencies have neither the
financial resources nor the will to defend litigation brought against them as the
result of denials of accreditation or withdrawals of accreditation, it might wish
to consider reposing in some other body, possibly, perhaps, the USOE, a sort of
supra-equity power, to permit an institution which claims to have been un-
fairly denied access to accreditation. or to have been wrongly stripped of ac-
creditation, a means to satisfy the accreditation element by an external deci-
sion in lieu of the accreditation which the institution has either lost or been
denjed. Again, this would not be an alternative to eligibility, but merely an
alternative to that element of eligibility which is accreditation, and it would
only be available after the institution has either been denied accreditation or
has been stripped of it.

While there is a superabundance of the critics of accreditation as an element
of eligibility. we sugzgest there would be a paucity of volunteers to gerve on this
equity supra-body who would be ready to stand in judgment and personally be
responsible for the decisions with regard to institutions which have either heen
denied accreditation or have been stripped of accreditation. Nonetheless. such a
proposal could relieve accrediting commissions of threats of personal liability
and the accrediting agencies of serious legal expenses. It might, but we doubt
it, open the door to innovation so dear to the hearts of accreditation’s critics.

Whatever alternative may be suggested, we reiterate our suggestion that the
Committee maintain the tripartite system of two independent and concurrent
judgments leading to eligibility with the post-audit authority of de-eligivilizing
when it is evident that an institution lacks the capacity to perform its stated
mission within the terms of the particular federal program.

CONCLUSION

No matter how sophisticated new assessment techniques may be, at the hottom
line there still remains the fact that some gronp of persons must make decisions
which will contribute to the denial of, the granting of, or the withdrawal of
institntional eligibility. We suggest that no one group of people or particular
individuals is especially endowed with the capability of always making the cor-
rect decision. That ix whv we have a Review Board. We do suggest that the
statutes contemplate a synergistic result in reliance upon state authority,
accrediting agencies and the USOFE's post-audit authority. Rather than elimina-
ting accreditation as an element of eligibility, we would suggest that if neces-
«ary, the cuthority of the states be ezhanced and embellished, and the authority
of the USOE he implemented.

We urge that it is inadvisable to eatablish any single system of controls, be it
tederal. state or privately administered. We hope that this Subcommittee will
not lose «ight of the fact that careful consideration is required in defining the
appropriate federal role, and the extent of direct government intervention that
is permiscible and compatible with our traditionally independent, diverse,
pluralistic. and autonornous educational system. Whether it he accreditation or
some other “natinnal procedure for determining eligibiilty” which may use “new
assessment techniques,” we suggest that decision still must he made by fallible
men. In substituting one aggregation of fallible men for another. we are reminded
of the observation by Milton writing “On the New Forcers of Conscience” : “The
new presbyter is but an old priest writ large.”
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EXHIBIT 1
STATE oF MICHIGAN,
FERRIS STATE (OLLEGF,
Bic Rarins, Micai.

Re : Business school transfers.

To 1 Selected business colleges.

From : Robert L. Hitch, Director, Business Education.

Date: May 4, 1971.

The School of Teacher Education at Ferris State College has recently had the
opportunity of working with some of vour graduates. Because of your interest
in encouraging capable graduates to continue their education after leaving your
institution, we thought you would be interested in some information we have
recently compiled regarding business college transfers who are presently in our
RBusiness Teacher Education program.

The enclosed profile suggests that the 52 dusiness college transtfers, comprising
26 percent of our eniollment in Pusiness Education, are performing at a very
acceptable level. Indeed, over 25 percent are making an excellent record for
themselves on this campus.

This study substantiates the fact that we can expect & good performance from
the students you have been recommending for continued education. As a result,
we will be happy to correspand with any students whom you may recommend.

Enclosure.
Ferris State College, School of Teacher Education, business education student
proflle
Totai students enrolled o eeeem—mm——- 198
Number who transferred from business colleges. - oo occmeccceeen 52
Number of business colleges from which students transferred...____.____ 27

Ferris State College CHPA's® of transfer students (doesn’'t include transfer
grades) =

Percent

4
25
16
28
27

AcApeEMIC ACHIEVEMENT OF FERRIS STATE CoLLEGE BUSINESS EDUCATION
GRADUATES FOR 1966-68

(By Robert L. Hitch, Director of Business Education)
THE PROBLEM

The “opportunity school” philosophy of Ferris State College no doubt results
in a fairly high degree of heterogeneity within its student population—hetero-
reneity in terms of academic ability and past educational experience, It is under-
standable that educators working in such an environment would be curious con-
cerning the characteristics of such a student group. The purpose of this investi-
gation, therefore, was tirve-fold :

1. To identify educational backgrounds of husiness education graduates of
Ferris State Collcze,

2. To determine seineching of the nature of their academic achievement at
Ferrix State College, and

3 To compare the findings of this study with those of a similar study made in
1968 of husiness education graduates for 1958-1965.

THE PROCEDURE

The data utilized in thix study were obtained from the transcript of the 150
gradnates for the 1966-1968 period.

The first phase of the research identified the type of program or institution
from which the graduate traasferred to the business education program at Ferris

1 Cumulative honor point average
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State College. The followin
analvsly {1 g classifications were employed in making the

}- Those who entered the program ag Ferris freshmen,

2. Those who transferred from a terminal Ferris program,

, e'iie.s’l'hosm who transferred from other institutions exclusive of business col-

4 Those who transferred from the School of General Education at Ferris,

3. Those who transferred from degree programs at Ferris,

8. Those who completed degree programs at Ferris and subsequently entered the
teacher education program,

1. Those who transferred from business colleges.

In a few instances students were subject to more than a single classification.
Where this was the situation. they were placed in the classification wherein they
had earned the greater amount of credit.

As a second phase of the study. tranxcripts were analyzed in terms of credit
earned in the following areas : 1. Business subjects; 2. Liberal-education subjects
3. Professional-education subjects: 4. Directed teaching.

In the process of transcript analysix it was noted that approximately 40 per-
cent of the work had been taken in the area of business. approximately 40 per-
cent in the area of liberal education and the remainder had been in the areas of
professional-education courses and in directed teaching. The only exception was
in the business-degree group which was “heavy” in the business area.

The third phase of the investigation required the computatiot: of honor point
averages for each group in terms of business subjects, liberal-education subjects,
professional-education subjects, and directed teaching. All grades. whether earned
at Ferris or not. were included in computing averages.

THE FINDINGS

Table I, Page 4, presents in summary form the information obtained from the
transcripts. It will be observed that business college transfers produced more
teachers than any other source. More than one fourth of the graduates in busi-
ness education transferred from business colleges. This represents better than a
100-percent increase over the 1986 study. As will be noted. the smallest number
of graduates came from the group that received degrees in business and completed
the requirements for certification. This was also the case in the 1968 study.

Girades in Business Subjects.—Students who entered the program as transfers
from business colleges earned the highest grades in business subjects. Ferris ter-
minal transfers earned the second highest grades in husiness subjects. The poorest
grades in husiness subjects were earned by transfers from the school of General
Education at Ferris.

Grades in Liberal Education.—The terminal Ferris transfers achieved better
grades than any other Rroup in the area of liberal education. It is interesting to
note, however. that the range is only .27 for this group and that the performance
in liberal education was considezably below what it was in business. Transfers
from Ferris' four-year programs were the poorext performers in liberal education.

TABLE | —GRAOE AVERAGES OF 150 FERRIS BUSINESS EDUCATION GRADUATES FOR 1966-68
BY AREAS Of STUDY

Profes-
Business  Liberal sional  Oirected  Total
Soyrces of students Percent subjects education education teaching  rank
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t These figures are high for thess areas of the program.
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Grades in Profeasionel Education.—Transfers from other institutions were
the best achievers in the aren of professional education. The range for the
Kroups was .58. Students with degrees in business were extremely poor performers
in professional education being considerably below the level of their counter-
parts identifled by the 1968 atudy.

Grades in Direoted Tcaching.—Terminal Ferris transfers excelled in the area
of directed teaching by a wide margin. The range within the various sources
was .35. The great majority of terminal Ferris transfers were women who
came from the executive secretarial program in the Nchool of Business, In al-
most all instances these student teachers taught some or all classes in the
secretarial skills area. This might suggest that business skills are easier to
teach than business information.

Comparisons.—As a means for identifying the most capable group of graduatea
(in terms of the seven sources of students) the variolts solrces were ranked
in performance as compared with each other. Thus the business college trans-
fers were ranked number one in business subjects, number two in liberal educa-
tion, number three in professinual education and numhber four in directed
teaching. Adding these rankings gave ‘his group a total rank of ten points which
was the second best of all groups, being surpassed only by the terminal Ferris
transfer group.

As may be seen from an analysis of Table I, transfers from other institu-
tions ranked third, entering freshmen ranked fourth. degrees in business ranked
ffth, transfers from Ferrls four-year programs ranked sixth and transfers
from the Ferrig School of General Education ranked last.,

The following listing in rank order with total rank points presents the find-
ings in A more comprehendahle manner :

Terminal Feeris transfers_._____._____._.______. Ranked 1st with 7 points.
Business college transfers__.____________ ____. . Ranked 24 with 10 points.
Transfers from other institutions_________ ______ Do.

Entering freshmen_.________..__________________ Ranked 4th with 17 points,
Degrees in business__._.______.__ .. .. _____.__. - Ranked 5th with 18 points,
Ferrig 4-year program transfers___._____________ Ranked 6th with 24 points.
Ferris general education transfers_______________ Do.

It is obvious that the first three sources are providing Ferris with ita more
academically talented graduates.
The : Nowing listing was taken from the 1966 study.

Business college transfers__.___.______________ Ranked 1st with 7 points.

Entering freshmen____________________________ Ranked 2d with 10 points.
Ferris 4-year program transfers________________ Ranked 3d with 12 points.

Terminal Ferris transfer<___________.__________ Ranked 4th vith 13 points,
Degrees in business.__________________________ Ranked 5th with 18 points.
Transfers from other institutions______________. Ranked 6th with 22 points.
Ferris genersl education transfers__.___._______. Ranked Tth with 28 points,

The following listings compare the final ranks of the seven sources for the
1968 and 1971 studies :

Sources 1966 1971 1966 and 19

Business college transfers . - = 1 2 3
Entering freshmen .. 2 4 [
Ferris 4-yr transfers - - 3 [ 9
Terminal Ferris transfers . - [ - 4 1 ]
Detrees in business - S S 10
Transters from other institutions 6 2 8
Ferns genarsl educstion transfers 7 6 13

SUMMARY

The more significant finding< may be summarized as follows «

1. The findings of the 1986 study together with those of 1971 reveal that Ferris'
most academically talented graduates came from the busines« college group.

2. The next best group of graduates were transfers from terminal Ferriz pro-
gram<, The great majority of these came from the executive secretarial program
in the School of Business.

Q
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3. Entering frexhmen constituted a good soutee of achievers for the program in
business tescher education,
4. The !mst attractive gronp, weademically speaking, came from the School of
General Education
RECOM MENDATIONS

" The findings of this investigation seety to warrant the following recommenda-
Ons
L Program promation should he fintseq on encournging husiness college stu-
cents—those recommended for further wlucntion—to enter the Forris husiness
edueation program.

2. Program promotion should give more attention to encournging graduntes of
Ferrix terminal progrnins to consider a career in tencher edirention.

3. More consideration should be given to encouraging high school graduntex to
cuter the program as fresh en,

4. There is a nead for cov *inning research in the aren of identifying sources of
students for the Ferri- nrogram in business education,

EXHIBIT 2

CFRTAIN CHARACTERISTICS oF FERRIS STATE Cotiece BUsiNess Envcatioy
GRADUATES For 1958-65

(Ry Rabert 1. Hiteh, Director of Business Education)

THE PROBLEM

The “‘opportunity school” philosophy of Ferris State College no doubt results
f5i a fairly high degree of heterogeneity within its student populntion—hetero-
geneity in terms of academic ability and past educationsl experience. It s
understandable that educntors working in such an envitonment wottld be curions
concerning the characteristics of snch a student greap. The purpose of this in-
vestigation, therefore, wis three-fold

1. To identify educational hackgrounds of business education graduntes of
Ferris State College,

2. To determine something of the nature of their academic achievement at
Ferris State College, and

3. To determine the extent of their initial success in the teaching professlon

THE PROCEDURE

The majority of the data utilized in this study were ohtained from the tran-
seripts of the 189 gradnates for the 1988-19¢3 period.

The first phiase of the research identified the type of program or institution
from which the graduate transferred to the business edneation program at Ferris
Ntate College. The following classifications were eniployed in making the analysis :

1. Those who entered the program as Ferris freshmen.

2. Those who tranxferred from a terminal Ferri« program,

3. Those who transferred from other institutions exclusive of business colleges,

4. Those who transferred from the School of General Education at Ferris,

5. Those who transferred from degree programs at Ferris,

6 Those who completed degree programs ut Ferris and subsequently enter.
the teacher education program,

In a few instances students were subject to more than a single classifieation,
TWhere this was the xituation, they were placed in the classifications wherein they
had earned the greater amount of credit.

As a second phase of the study, transeripts were analysed in terms of credit
earned in the following areas: 1. Buciness subjects: 2. Liberal-education suh-
jects: 3. Profescionai-education «ubjects: 4. Directed teaching.

In the process of transcript analysis it was noted thar approximately 40 per-
cent of the work had heen taken in the aren of husiness, approximately 40 per-
ecent in the area of liberal education and the remainder had heen in the areas of
professional-edication courses and tu directed teaching. The only exception was
in the business-—legree group which was “heavs” in 1he business area.
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The third phase of the investigation required the computation of honor point
averages for each group in terms of business subjects, liberal-edncation subjects,
professional-education subjects, and directed teaching. All grades, whether
earned at Ferris or not, were employed in computing averages.

As a fourth phase of the study, comparisons were made of administrators’
ratings of first-year teachers.

THE FINDINGS

Table I, Page 4, presents in summary form the information obtained from the
transcripts. It will be observed that terminal Ferris programs produced more
teachers than did any other sources. More than one-fifth of the graduates in
business education transferred from a terminal program. The greatest number
of transfers came from the executive-secretarial program and the next largest
number transferred from the program in higher accounting. As will be noted, the
~mallest number of graduates came from the group that received degrees in
husiness and completed the requirements for certification.

Grades in business subjects.—Students who entered the prugram as Ferris
freshmen achieved the highest grades, 2.60, in businesx subjects. Terminal Ferris
transfers constituted the second best gronp in terms of grades received in the
are& of bhusiness. It might be observed that in both instances students were sure
of an interest in business and one group wags also sure of an interest in teaching
at the time they initiated their collegiate experience. They apparently were not
confronted with the necessity of “finding themseives” as were members of some
of the other groupe. This is to suggest fairly high motivation factors for these
groups which excelled in grade averages. Several students in these groups held
scholarships by virtne of good academic records in high scheol and later at
Ferris.

TABLE | —GRADE AVERAGES OF 189 FERRIS BUSINESS EDUCATION GRADUATES FOR 1958-65 BY AREAS OF STUDY

Business Liberal  Professional Directed

Sources of students Percent bject ducati ducati teaching

1 Entered as “"eshmen_.. ... e u 2.80 2.62 2.67 13

2. Terminal . nis transfers. . 22 2.64 2.9 2.62 4

3 Transters from other institutions . = 16 2.4 2.38 2.46 306
4 Teansters from Ferns School of Gcn-

oral Edueation. .. . 11 2.3 2.21 2.41 305

5. Transfers trom Ferris l-yr programs . _ 17 2.5 2.43 2.63 3.5

6. Degrees in business.. ] 2.32 2.38 M .50

According to Table I, those graduates who transferred to bhusiness education
from the Ferris School of General FEdncation did the poorest academic work in
the area of business, Stndents with degrees in business were only slightly better,
grade wise. than the general education transfers.

Libveral Education.—There seems not to he a very satisfactory explanation
for this keeping in mind they were initially attracted to business colleges and
apparently were more pragmatically oriented than other groups, especially the
transfers from the Ferris School of General Education who had the poorest
average with 2.21.

Profesainonal Education—For purposes cf this studv the directed teaching ex-
nerience was not inclnded as a part of professional education. In most instances,
it was a full-time teaching experience and represented as mnch credit as all pro-
fessional courses combined. (A few 1958 and 1959 graduates took directed teaching
on less than a full-time basis.) Separate review seemed to be justified for di-
rected teaching.

Practically the same average as that achieved by the same gronp in the area
of liheral education. The freshmen grouv ranked second again with an average
nf 2,67 being not far helow the husiness college gronn.

Directed Teaching —Ranked In second place with 3.50's are fonnd the business
degree gronn and the transfers from four-vear programs. Transfers from the
Ferriz School of General Education had the lowest grades in directec teaching
with an average of 3.05 followed very closely by transfers frown other institutions
with an average of 3.06.
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Effectivencan ax first-yiar trackers.—One measure of a teacher-education pro-
gram’s effectiveness may he found in evaluations of first-year teachers as
provided by school administrat-rs.

In most instances the evaluation form was completed by the principal. It was
assumed that he was more qualified than any other person to make the evalua-
tion. Administrators rated the teachers on a six-point scale as follows: poor, 17
fair. 2; average. 3: gowd, 4 very goad, 5 excellent, 6.

Figure 1. Page 7. reveals adnministrators” evaluations for husiness education
graduates of 1958 through 1964. As is indicated by the fizure. those graduates who
entered the program as transfers from terminal Ferris programs received the
hizhest rating as Rrst.year teachers. It shonld be observed. however, that five
of the groups were separated by only three-tenths of a peint on the value secale
of <ix. Viewed another way. the terminal-transfer group received the highest
ratings on six of tae thirteen profesxional traits.

Those graduates whe transferred in front other institutions. junior colleges
and nniversities. received the lowest administrator evaluations. They were quite
low when compared with the other gronps—es=pecially the transfers from Ferris
terminal programs. Transfers from other in<titutions received the lowe: ! rat-
ings of 311 #FToups on eleven of the thirteen traits.

FIGURE | ~SCHOOL ADMINISTRATORS™ EVALUATIONS OF IST-YR FERMS BUSINESS EDUCATION CRADUATES
FOR 1958-65¢

{Evaluations are 12 terms of 2 perfect rating at 6]

Tramster  Tromsler
Torminal  Tromsfer Ferns Forris Dagress
Fertis othes Goneral Lyr 1]
Sources of students Freshmen transfer  inshivhen  Educaben program business
45 151 ?G) 4.7 4.7 Se
50 48 4.1) 43 46 5.3
45 48 Q2 249 48 45
4.5 47 ae 4.8 148 4.3
40 48 511) [ ¥ ] 49 160
5.4 156 2.0) S3 S0 S3
4.6 49 an 48 48 153
R A N
46 15.2 38 47 47 S0
4.6 43 (1‘; 48 44 150
15.6 5.5 .1 5¢ L %4 5.3
46 187 49 S 48 3
47 150 an 48 47 4.9

1 Admmstrator evalustions were nct available for the 1965 gradustes as they had net yet been evaluated.
2 Highest rating. Figures in parenthesis are lowest rating.

SUMMARY

The move significant findings may be summarized us follows:

1. During the period of 1938 tc 1985 the Ferris terminal programs provided
a larger number of business-education graduates than any other group.

2, Transfers from Ferris four-year programs provided the second largest group
of business-education graduates and together with the Ferris freshmen group
provided approximately forty per cent of all business-education graduates.

3. The smallest transfer group came from the Ferris School of General
Education.

4. The Ferris freshmen group Dlaced second in academic achievement with a
first in husiness subjects and second in both liberal and professinnal education.

5. The least attractive group from the standpaint of academic achievement was
found in the instance of the transfers from the Ferris School of General
F.ducation.

¢. In terms of administrators" evaluations. transfers from terminal Ferris
programs were most successful .. their first year of teaching.

The findings of the investigation sce 1 to warrant the following recommen-
dations :

1. Program promotion should give more attention to informing high schoeol
stiidents of the Ferris program.

181




202

2. More attention should he given to the possihility of securing increased nam-
bers of transfers from Ferris terminal programs.

3. There is need for continuing research in the area of identifying the sonrces
of students for the Ferrix progxram in teacher education.

Mr. Hicks. The next witnesses are Mr. William Fowler. executive
director of the National Home >tudy Conneil: and Mr. William
Goddard. executive director. National Association of Trade and Tech-
nical Schools. They are accompanied by Mr. Bernard H. Ehrlich.
Would you identify yourselves to the reporter, please. each of you.

STATEMENT OF WILLIAM A. GODDARD. EXECUTIVE DIRECTOR, NA-
TIONAL ASSOCIATION OF TRADE AND TECENICAL SCHOOLS; AC-
CONPANIED BY BERNARD H. EHRLICH, ATTORNEY FOR THE
NATIONAL HOME STUDY COUNCIL AND THE NATIONAL ASSOCI-
ATION OF TRADE AND TECHNICAL SCHOOLS

Mr. Goooamn. I'm William A. Goddard of the National Association
of Trade and Technical Schools.

Mr. Fowrer. I'm William A. Fowler of the National Home Study
Council.

Mr. Enrricn. I'm Bernard H. Ehrlich of the National Home Study
Council and the National Association of Trade and Technical Schools.

Mr. Hicxs. Gentlemen. proceed in any way that you desire.

Mr. Govoamn. ‘Thank vou, Mr. Chairman. The National Association
of Trade and Technical Schools (NATTS) is a “oluntary nonprofit
organization of accredited private residence schools offering job-
or'snted specialty training in trade and technical occupations. The
membership of NATTS includes both propiietary and nonprofit
schools. Although all member schools must be accredited. an accredited
school need not apply for membership.

The Accrediting Commission of NATTS is the accrediting agency
listed by the U.S. Office of Education as the nationally recognized ac-
crediting agency in the trade and technical school field. and is the only
accrediting agency so listed by the U.S. Office of Education.

The broad purpose of NATTS is to establish and maintain sound
educational standards and ethical business practices for its member
schools, which schools complement, rather than compete with. tax-sup-
ported facilities.

I will be available for questioni~g and will be pleased to answer. to
the hest of my ability. any questions this committee may have relating
to the trade and technical school field.

However. it is the primary aim of this statement to acquaint the
committee with the role of trade and technical schools in our educa:
cional system and to explain the nature of the accreditation process.

Seversl studies have heen made of vocational schools, including
trade and technical schools. which furnish substantial information
concerning the role of trade and technical schools.

In 1969, a fairly exhaustive study was published by A. Harvey Belit-
sk entitled “Private Vocational Schools and Their Students: Limited
Objectives, ["nlimited Opportunities.” The anthor is on the staff of the
W. E. Upjohn Institute for Employment Research. and the study was
financed over a 15-month perind by the Ford Foundation.
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In June 1970, the author published a condensed version of his studies
in this tield. at the invitation of the Burean of Higher Edueation.
Office of Education, U.S. Department of Health, Education, and
Welfare.

References herein to Belitsky™s studies are directed to the June 1970
condensed report.

Aleo, Mr. Chairman. T want to leave with you a copy of the full
study of the book itself.

Mr. Hicks. Thank you very much.

[ The material referred to follows:]
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The W. E. Upjohn Institute
for Employment Research

THE INSTITUTE, 4 privately sponsored nonprofit research
organuzation. was established on July 1, 1935 It is an actuvity
of the W. E. Upjohn Unemployment Trustee Corporation.
which was formed m 1932 to admunister & fund set aside by
the late Dr. W. E. Upjohn for the purpose of carrying on
“research nto the causes and effects of unemployment and
measures for the alleviation of unemployment.”

One copy ot this bulletin may be obtained without charge
fromt the institute n Kalamazoo or from the Washington
office. 1101 Seventeenth Steect, N.W.. Washington. D.C".,
20036. Addativnal copies may be obtamed from the
Kalamacoc office at a cost of 25 cents per copy.
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A. Harvey Belitsky jomned the staff of the Upjohn Institute in 1964, His
special interests include employment problems and vocational education. He
received a Ph.D. degree in economics from Harvard University in 1960; his
B.A. degree was obtained from The University of Wisconsin and his M.A.
degree from Syracuse University. Dr. Belitsky taught economics at Rutgers
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Preface

This paper was prepared at the invitation of the Bureau of Higher Education,
Office of Education, US. Department o Health, Education, and Welfare.
It is a shghtly revised version of a paper which will appear 1n a collection
of studies to be pubhshed in 1970 by the Bureau of Higher Education
under the title Trends in Postsecondary Education. The paper is based on
research made possible through a grant awarded to the Upjohn Institute
by the Ford Foundation. Complete findings on the research were published
n 1969 in the book Private Vocational Schools and Their Students: Limited
Objectives, Unlimited Opportunities.

The views expressed do not necessanly reflect policies or positions of
the W.E. Upjohn Institute for Employment Research.

A. Harvey Belitsky

Washington, D.C.
March 1970
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PRIVATE VOCATIONAL SCHOOLS
Their Emerging Role in Postsecondary Education

Introduction

This study undertakes to clarify the role of private vocational schools as
one of the institutions providing postsecondary education. The principal
topics include: estimated number of schools and students, types of
occupational tramng, nature of instruction, student charactenstics, and
regulation and accreditation of the schools.

The general status of vocational educatton 1s initially considered in order
to explamn the still inadequate awarencss and acceptance of the private
vocational schools and their students. Finally, in a brief concluding section,
a proposal to enhance the equality of educational opportumty is offered.

Status of Vocational Education

Despute steadily growing enrollments in colleges and universities, the potuntial
number of students who can benefit from instruction in private vocational
schools will continue to be exceptionally large. The promising future of the
schools 15 based upon at least two major conditions. First, only about
one-fourth of all high school students are enrolled in a vocational education
program. Second, less than 25 percent of all high school students ultimately
complete a four-year college program.

The expected advances in the use of private vocational schools are
grounded in the demonstrated capacity of the schools to motivate and train
students with various needs and interests for specific occupational objectives.
Young persons lacking vocational qualifications, private employers, and
several government agencies have shown the greatest appreciation of the
schools capabilities and have also made the most use of them. In general,
however, educators and school counselors have been unintoimed about and
even antagonistic to the private vocational schools.

Since high school graduates and nongraduates w™" coatinue to enroll
1n vocational schools, it 1s important to consider some of the plausible reasons
why key persons involved in advising such students have disregarded the
schools. Insights into this paradox arise from (a) the current emphasis upon
college education, and (b) the contrasting objectives of vocational schools
and colleges.
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Dr. James B. Conant and other highly respected educators have been
cntical of the many parents who ignore the aptitudes and interests of their
children and pressure them to pursue some form of higher education. Quite
understandably, the school counselors typically reflect a community’s
nterest in maximum coliege enrollment. The number of counsslors in most
schools is, moreover, inadequate, and the counselors who are available are
unfamiliar with the needs of and the opportunities for students not headed
for college. The net result of these conditions is that educational resources
are not efficiently used, and numerous cases of personal frustration and
disillusionment occur.

Dr. John W. Gardner, while strongly favoring equality of educational
opportunity, has stressed the dosirability of providing superior vocationial
education, and he has accented the possibilities and importance of achieving
“excellence” in all forms of education and work. .

The preeminence given to college enrollment by educators, counselors,
and parents is naturally related to the academic program and, perhaps even °
more, to the ultimate types of employment that college graduates are likely
to secure. The liberal arts curriculum is an important e¢ducational component
of colleges and universities. Such a curriculum may be a preparation or
requirement for an occupationally oriented program, but students may also
select the subjects for their intrinsic value. Even undergraduate curricula that
lead directly to employment (e.g., business administration or engineering)
require some general education subjects. In contrast, vocational schools,
particularly the private ones, offer hardly any subject matter that is not
directed toward the ultimate requirements of a job; and the courses, usually
less than two years in length, are not concluded by the conferring of a
degree. The term *course” is used by private vocational schools to represent
the entire training program. Comparatively few of the private vocational
schools are actually able to confer an associate degree under current
regulations in their states. Pennsylvania, for example, began considering
private vocational schools’ eligibility to award an associate degree in 1969.

Private vocational schools differ from colleges and universities not only
n subject matter taught but also in financial structure. Colleges and .
universities, whether private or public, are overwhelmingly nonprofit, while 4
the great majority of private vocational schools are profitmaking, or more |
accurately, profitseeking organizations.! This need not be noted per se as |
a distinguishing characteristic between the two types of institutions, but it

1A decision by a judge of the U.S. District Court for the Distnct of Columbia
might lead to the establishment of many more propnetary colleges. The Middle States
Assoctation of Colleges and Secondary Schools, Inc., was found: (1) to be in restraint
of trade, and (2) to deny constitutional due process by requiring applicants for
accreditation to be nonprofit mstitutions. See Civil Action No. 1515-&9

2
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has 1n fact been raised as an additional factor of comparnison. However, it
appears appropriate to focus less attention on the financial structure of an
euucational or traimng nstitution and, instead, to examine more closely
student needs, the nature of the programs, and the competence of nstructors.

This approach could lead to a clearer differentiation between the two
types of institutic-s. Perhaps 1t would then be concluded that colleges and
vocational schools are “noncompeting groups.” to be evaluated on the basis
of their comparative excellence in instructional programs and the
performance of their graduates on the job. (Colleges and universities should
naturally be supported in their search for excellence in those fields of study
tha:, are not directly related to ulumate employment.)

Estimated Number of Schools and Students

The first sersous attempt to estimate the number of private vocational schools
and to consider their programs was made in 1964, Drs. Clark and Sloan
estimated that there were more than 35,000 schools, with an enroliment
exceeding five million.?2 However, these figures included schools offering both
vocational and leisuretime trammng programs.

The author's study on which this paper 1s based disclosed a total of
7,000 private schools limited to vocational education and serving
approximately 1.5 mullion students during 19662 These conservative estimates
were divided into the following four broad occupational categories:

Occupational Category Schools Students
Number Percent Number Pearcent
Totl .. ........ 7,071 100.0 1,563,566 999
Trade and Technical . . . 3,000 42.4 835710 534
Business . . . - .. .. .. 1,300 18.4 439500 28.1
Cosmetology . ... ... 24717 35.0 272,470 17.4
Barber .. .. ... . 294 4.2 15,876 1.0

2HF. Clark and HS. Sloan, Classrooms o= Main Street (New York: Teachers
College Press, 1966), p. 4.

Yenvate Vocanonal Schools and Their Students timited Objectives, Unlimited
Opportunities (Cambndge  Schenkman Publishing Company, Inc.. 1969). p. 9.

3
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The above figures were based upon responses to a written questionnaire
by 1,200 schools and upon supplemental information provided by
associations of the four types of schools. The number of cosmetology and
barber schools was exact because their respective associations conduct an
annual census. In 1966 the United Business Schools Association had a
membership of 500 schools offering secretarial, accounting, business
administration, and other courses: and it maintained a recori of 300
nonmember business schools. The National Association of T-ade and
Techmcal Schools (NATTS). established in 1965. had only 200 member
schools, but the Association’s mailing list Was several times that number.

As shown above, the majority of students attended trade and technical
schools. Added to the enroliment in business schools, these two categories
accounted for 80 percent of all students. However, the cosmetology and
barber schools are quantitatively important because they train most of the
persons entering such occupations.

The data also revealed that the average annual enrollment in each type
of occupational training school was rather small. Less than S percent of
the schools enrolled more than 2000 students annually. The average business
school enrolled less than 350 students annually: this exceeded the average
enrollmen{ in the trade and technical schools by 20 percent and was much

greater than the typical enroliments in the cosmetology and varber schools.

One explanation for the small size of most of these schoois is related
to the importance assigned to practical. problem-solving aspects in the
courses. It follows that only a short period of time is spent in large
classtooms, and the costs of adequate space and machinery ir shop and
laboratory settings necessarily limit the size of a school building and its
staff. Second, the schools are widely distributed geographically—often either
located in cities with less than 100,000 persons or situated within sections-
of a large metropolitan area. A third reason is that the trade and technical
schools (the primary focus of attention in this study) tend to train for single
or related occupations. Nevertheless, collectively, the large number of highly
specialized trade and technical schools offer the greatest diversity of courses.

Aithough most Private schools operate on a year-round basis and offer
both day and eveming sessions. the capacity for expanding enrollment appears
to be sizable. The possibilities for growth are primarily due to the
underutilization of staff and facilities in afternoon and evening classes.
According to a survey of NATTS members, the schools were operating at
only 60 percent of their capacity. On the basis of this estimate, all trade
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and tecitnical schools could accommodate an additional one-half million
students 4

Some of the sahient features of the home study or correspondence
schools must be at least noted, even though such schools undoubtediy merit

a much more extensive survey.

The Nauwonal Home Study Council. with a membership of 120
accredited schools, is the principal association for these schools. (Some of
the schools have vocational school divisions simiar to those considered in
this study.) Accreditation s provided by the Council's Accrediting
Commission, which 15 recogmized by the US. Otfice of Education. There
are also approximately 300 nonaccredited correspondence schools. Unlike
the members of the National Home Study Counctl, the nonaccredited schools
do not always require examinations and frequent “‘exchange™ between school
and student.

Swmce homes serve, in etTect. as a substitute for classrooms, the number
of correspondence schools 15 much smaller than the estimated total of private
vocational schools, and the enroliments are considerably larger. One
international correspondence schoul has had more than 100000 students
during each of the past five vears. The National Home Study Council
members have students in every state. and their total enrollment is equal
to that of the private vocational schools. When the cnrollments in
nonaceredited schools and the Armed Forces are added to those of the
Council: the aggregate figure is five million students.

The total number of subjects taught by correspondence is about 600
and includes vocational subjects, high school courses, and college-level
courses. Students can naturally hold jobs and learn at their own desired
pace.

Types of Courses Offered in Trade and Technical Schools

The vanety of occupational courses found in private trade and technical
schools reflects the umque abihity of these schools to respond to the training
needs of many industries and professions. About 230 different occupational
courses were offered in the more than 500 wade and technical schools
examined in this study.3 Since most schools offered more than one course, the

41bid.. p. 46.
This estimate cxidudes the unused capacity in business, barber. and cosmetology
schools.

Sthid., pp. 13-14.

Aruitoxt provided by Eic:
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total number of courses provided by these schools was nearly 1,500.

The six major vocational categories (based on the number of courses
in each categoy) were:

Vocational Category Number of

Cowsses
roﬂ S v e S e YN e W s e e e e & oeS e s s & Y e e 8. “1
Auto Maintenance and Rela’ed Services .. . . . - . .. - . . .- 127
DataProcessing . . . . . o . o+ e o uiome s omanna 185
Orafting . . . . v cw s sm e v o nsoaman e dee . 131
Electronics . - . . . . o « v o ca o - e e e e e s e e e 159
Medical SErVICeS . © . & = w o % v G 5 e m e e e e e 154
Radio—TV . & i i vh s o v v v s se me s s ssassss 95

Less than 60 percent of all reported courses are included is the above
categories. The three largest areas of training (data processing, electronics,
and medical services) are acknowledged to be growth fields in most
manpower projections. The other three categories cannot necessarily be
designated “traditional.” because drafting may be allied with the electronics
industry and a radio-TV course may emphasize the repair of color television
sets. Even automobile repair offers numerous employment openings for
competent workers.

Other important training fields include courses in commercial arts;
construction; fashion design; needle trades: shoemaking; food preparation,
processing, retailing, and service; interior design and related services; machine
shop; major and minor appliance repair and servicing; photography; printing;
promotion, sales, and related services: tool and die design; various forms
of transportation and traffic management; and welding. Finally, courses in
aerospace engmeering technology, waste and wastewater reconversion,
gardening, hotel-motel operation, and many others though listed by only
a few schools, are areas of growing job opportunities.

Not all of the courses (see hist in Appendix) are equivalent to generally
accepted occupational designations. However, occupational breakdowns are
necessarily somewhat arbitrary, and personal differences are evident with
respect to vocational interest, ability, and willingness to devote the required
time to what is regarded as ideai. well-rounded training.

The great variety of occupational training is mztched by a wide diversity
in vourse length and. quite expectedly. in tuition. Tuition ranged from about

6
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S$100 to $4,500 and averaged nearly $1.200 annually for the courses offered
by the members of NATTS m 1966.

Aspects of Instruction

The 1nstruction 1n private vocational schools 1s highly specialized, with a
view to the final employment objective. Therefore, the schools maintain close
but informal contacts with employers. Course content is readily modified
to reflect pertinent changes that are reported to school officials by
employers. Decisions to add improved facilities can also be made rapidly
and directly . This differs from the delays often encountered by public schools
and colleges that must seek approval from school boards or legislatures.

Training is provided in a job-simulated setting. Visual aids and operative
equipment of all types are typically more important than textbooks.
Classroom or lecture instruction is usually followed immediately by
supplementary training in the school shop, laboratory, kitchen, or
*“department store” in order to demonstrate the practical application of
theoretical concepts. Most schools also arrange student visits to plants and
offices. Modest home assignments are required for many courses because
only those theoretical concepts which are relevant to the performance of
a job are taught.

The emphasis upon the functional phases of instruction represents more
than an adaptation to the actual requirements of an ultimate job. It also
reflects the mimmum level of formal education that is required for admission
to the schools. A substantial percentage of all schools accept students who
have not completed high school. At least 10 percent of the business schools
offer a minimum of one course that calls for less than a high school education
for admission. Approximately 40 percent of the trade and technical schools
provide at least one course that does not require completion of high school.
Educational requirements for admission to barber and cosmetology schools

are lower still. less than 10 percent of these schools require high school
graduation or its equivalent$

The private vocational schools have also devised methods for motivating
many of their students who found the general education program in high
school unstimulating. Hence, course materials are presented in short,
sequential units which reinforce previously learned materials. A sense of
achievement is experienced by the typical student because he is informed
of his progress on a continuing basis rather than at the conclusion of a
term or semester.,

61bid., pp. 28-32.
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Another significant aspect of the instruction offered by many of the
schools is the provision of training at various levels of accomplishment within
related occupations. For instance, in one school stude~ts may shift their
concentration from a radio-television repair course to a more advanced course
in electronics technology, or vice versa, depending on their demonstrated
aptitudes and interests. Some schools even provide courses in different
occupational fields and permit students to alter their specialty course. These
options are, of course, advantageous to students who would otherwise fail
their course or else be compelicd to accept the dissatisfactions of
employment in an occupation that is not their first preference.

A final feature of the instruction is the result of course selectivity among

the generally self-financing students. Since the students select occupational
courses which they prefer, they are much more likely to be motivated than
they would be in ihe absence of such free choice. Concomitantly, the
nreviously mentioned components of the instruction have such a strong
appeal for the students that they contribute per se to rather high student

motivation. Dr. David P. Ausube! is authoritative in supporting this type
of instruction:

Psychologists have been emphasizing the motivation- learning and
the interest-activity sequence of cause and effect for so long that
they tend to overlook their reciprocal aspects. Since motwaticn
is not an indispensable condition for short-term anl
limited-quantity learning, it is not necessary to postpone learning
activities until appropriate interests and motivations have been
developed.?

Evaluation: A Continuing Need

The ultimate value of instruction in private vocational schools is
demonstrated both through the graduates’ succes+ i) finding training-related
positions, and in their occupational progress during their working careers.
Only partial assessments of student achievement have, however, been made.®
In any case, since schools change their curricula and teaching staffs or simply
fail to adopt important changes initiated by other schools, a continuing
means of evaluating the training schools must be available.

7“A Teaching Strategy for Culturally Deprived Pupils,” in Miller and Smiley, eds.,
Education in the Metropolis (New York: The Free Press, 1967), p. 293.

8Dr. Kenneth B. Hoyt's Specialty Oriented Student Research Program at the
University of Maryland 15 virtually the only source for such findings.

8
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Accreditation or evaluation of most private vocational schools is
voluntary, as 1t is for ull types of education n the United States. States
do establish hygiemc rules for barber and cosmetology schools: and state
and federal laws deternune the scope of traiming for a limited number of
techmeal occupations, includ:ng certified pipewelder. commercial pilot, ship
radio officer, and tractor-traler drwer. Generally, however, business, trade,
and technical schools are evaluated by private accrediting organizations,

Accrediting teams evaluate a school on the basis of ... success in
achieving the purposes and objectives the school has set for itself, About
500 out of an estimated 1.300 business schools are members of the United
Business Schools Association (UBSA). sponsor of a recognized accrediting
body which has accredited about 250 schools. Schools that are not accredited
by September 1970 will no ionger be eligible for active membership. In
contrast. only about 10 percent of all trade and techmeal schools are
members of NATTS, which received its accredsting status from the US.
Commussioner of Education in 1967. o years after the Association’s
establishment,

A “visitng team™ from NATTS or UBSA is the principal effective body
for evaluating private vocational schools. The team, consisting of technical
specialists (industry representatives. educators. and school owners) who are
not affiliated with the school under consideration. verifies the school's
claims regarding 1ts courses or programs. A check 1s made of a school's
business practices. including job placement records and student recruitment
procedures, especially when the school’s recruiting representatives work on
a commission basis. Student impressions are secured through random
nterviews,

A NATTS member school must seek accrediation for any newly
acquired affihate, and an accredited school must apply for evaluation of
any new course.

An accrediting body examin: .aduate placement records at the time
of accreditation, upon receipt of detailed annual reports, and at five-year
reevaluation intervals. In general, practically all schools provide a placement
service for their graduates, and a great majonity offer the service **for life.”
The placement ratio (percentage of a school’s graduates placed in jobs by
a school) has, howevzr. not been determined with any firm accuracy, Of
course, many of the students are indirectly helped by the schools to find
jobs? more or less formal sessions are conducted on how to prospect for
work, and visits to schools by recrusters from industnial concerns afford
students an early and convenient start in job-searching.

9
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School followup of students after graduation is a crucial means of
determining the percentage of students who secured training-related jobs and
their occupational progress over the years. Most schools follow up their
graduates for one year; but only about 20 percent of the schools gather
information on their graduates’ employment progress after the first year.
It would seem, therefore, that private vocational schools—as well as most
other educational and training institutions—could improve their followup
procedures and, in turn, provide accrediting teams with additional important
evidence for evaluating the schools.

in the absence of dependable data on the employment experiences of
private vocational school graduates, only indirect and qualified impressions
are possible. In the first place, the utilization of the schools under numerous
government-financed training programs represents a measure of the
confidence placed in the courses, teachers, and managements. Second, close
contacts between the schools and employers are likely to ensure the
presentation of “relevant” training. Third, graduates recommend the schools
to o*hers, and in fact they are a principal source of new students; thus
they inust have been pleased with the training and employment received.?

In addition to the practical advantages of accreditation, such as detached
evaluation and suggestions for improving a school’s functioning, accreditation
draws attention to competent schools and strengthens their competitive
position with counselors and prospective students. Also, poor schools may
be forced to improve their teaching standards, purchase necessary equipment,
and generally raise their capital base.

The importance of voluntary accreditation is especially apparent when
it is noted that less than half of all states license the operations of private
vocational schools and that a considerably smaller percentage of ' the states
carefully evaluaie instructional courses.}© Principal interests of the regulating
states include: financial structure (e.g., requirement to post bond), teacher
qualifications, course outlines, adequacy of equipment, student contracts,
and advertising claims.

9IBelitsky, op. cit., p. 125.
Eighty-five percent of about 1,100 surveyed students gave their schools at least
an “average” rating.

10«1 jcensing is nothing more than a permit to do business, having regard generally
to safety and commerciat standards. Certification, on the other hand, 1s generally related
to curnculum, instructional staff, facilities, etc...” See R. Fuiton, “Proprietary
Schools.” Encyclopedia of Educational Research, 4th ed.

10
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In general, the inspection of private schools by most state supervisors
is less thorough than that of a NATTS accrediting team. Each state supervisor
in even the larger states frequently must oversee a sizable number of schools.
New York and possibly a few other states utilize subject specialists in their
evaluative inspections when a school introduces a new course. According
to New York law, each course must be reevaluated every five years; this
is similar to a NATTS provision.

Most of the 20 states that regulate private schools require instructors
to have work experience, ranging froin two years in Colorado to eight years
in Massachusetts, in the vocation that they are teaching. Usuiily work
experience is an alternative to formal educztion, and no state requires more
than a high school education. However, a survey of instructors in the member
schools of NATTS disclosed that about 60 percent of the instructors actually
had some college education and more than one-third of the total had at
least four years of college education.!? The larger independent schools, plus
those operated as subsidiaries of corprations, often pay the tuition of their
instructors enrolled part time in college courses that are related to their
teaching fieids.

Instructors’ Roles

1t is noteworthy that numerous policies regarding instructors in private
vocational schools are still exceptional cases or experiments in other schools.
For instance, most private schools consider a sizable number of student
failures in one instructor's course, or in scveral of his courses over time,
an indication of the instructor’s failure.

Instructors in private vocational schools are urged to consider their
students as ‘“‘clients,” not “‘charges.” An important financial accountability,
therefore, resides with the school and its instructors. The sufparvisor of a
school for electronics technicians once observed that each prospective
instructor must be critically evaluated, since the referrals of former students
account for at least SO percent of 4 school’s student body. The schools
are convinced that creditable teaching performances can be :nsured by
making teaching capability the main criterion for reward and advancement;
and instructors are not usually given tenure.

11Seven hundred and {wenty-six full-time and part-time instructors were included
in the 65 schools responding. See E,L. Johnson, A Descriptive Survey of Teachers
of Private Trade and Technical Schools Associated with the National Association of
Trade and Technical Schools, doctoral dissertation submitted to The George Washington
University; reproduced in part by Griswold Institute Print Shop, Cleveland, 1967, pp.
57, 70.
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A distinctive 1nstructor-student relationship in vocational schools
naturally influences the form and manner of instruction in suca schools.
For example, the instructors at maay schcols engage in *“group teaching
on an individual basis.” This consists of students proceeding at the same
pace in the theoretical part of their course and at different rates of progress
in the practical or shop training. Students who are deficient in the theory
portion of a course are encouraged to seek aid in frequently conducted review
classes.

Shop training, on the other hand, 1s apparently more readily learned
and applied although there are differences in performance levels here, too.
It 1s therefore an instructor's responsibility to circulate freely among
individuals or small groups of students.

Small classes and individualized instruction make many of the schools
an ideal setting for traimng both students who failed in secondary schools
and persons with a vanety of handicaps who are referred by a Vocational
Rehabilitation Center., Students with varied capacities surely require
instructors who are not hmuted to a fixed lesson plan. In addition, instructors
must be able to accommodate students who are at different stages of progress
because students can enroll in many of the courses at frequent intervals
(1e., there is no single starting date),

In view of nstructor responsbilities. the typical student-teacher ratio
for classroom instruction or lectures i1s small-at least when compared with
the ratios found in the introductory subjects of many colleges and
umversities. About 60 percent of the NATTS membcrs had a ratio of 24
or fewer students per insi.wotor, Of course, the average ratio is stll lower
in the shop, laboratory, and machine practice. The majonty of the schools
assigned 19 or fewer students to an instructor at any given time. !2

The student-teacher ratio is also significant since teachers often counsel
students. Although not licensed to provide guidance, the instructors have to
assume the role of guidance counselors to assist students who have been
inadequately counseled or not counseled at all while in high school. This is a
direct result of the limited number of high school guidance personnel and
their equally limited views on postsecondary vocational education.
Consequently, many persons who drop out of school, and even many who
graduate from high school, have insufficient knowledge of occupational
training opportunities and the labor market. A substantial proportion of
students are not thoroughly famihar with the courses provided by private
vocational schools, or else they learn about the schools through friends

12Behtsky. op. cit., pp. 82-83.
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attending them, members of their tamilies, newspaper advertisements, or sales
representatives of the schools. As a major consequence ot these formal
lines, many young persons who enroll i the schools are likely to do so with
meomplete mformation on the nature of training, requirements of the
occupation they are traming for, and the opportumties for advancement,

The counseling continues throughout a course for many students and
may mvolve a fatherly form of encouragernent that 1s not available at home,
This includes the prowision of extra assistance after class hours to a small
group or even to an individual m such subjects as elementary anthmetic
and reading.

Student Characteristics and Needs '*

Since students are the major “consumers” at private vocational schools, it
has been in the mterest of school adnunistrators and instructors to adjust
to student differences mn age, educational attainment, ability, and health,

Although the average age of the enrolled students is coriparatively
young, there have been numerous instances of success in training older
persons, both the healthy and those ailing physically or emotionally. The
study of NATTS schools disclosed a median age of 20 years for students
enrolled in the Jday sessions, only about 10 percent of the students were
26 or older. The average age of evening students was considerably higher,
with nearly two-fifths being 26 or older. Most evening students had been
employed full time, and a high percentage of them sull found 1t necessary
to work full time dunng the day while traiming for a specialty within their
occupation, or for a completely different vocation, For both day and evening
sessions, the general age range at the NATTS schools during 1965 10 1967
was 17 to 48 years; but some schools even had students who were 1n their
sixties.

Although enrollees in the trade and technical schools are predominantly
men, several schools do provide considerable training opportunities for
women in such courses as medical and deatal assisting, commercial art, and

134¢ is not known to what extent Negroes and disadvantaged members of other
minotities have been enrolled 1n private vocational schools. Probably most of the
Negroes enjoying such opportunities receive financial aid under programs of the Veterans
Admunistration, Vocational Rehabilitation agencies, the Manpower Development and
Traiming Act, and other government agencies. However, m some nonprofit schools,
notably the Opportunities Industnalization Center (O1C), Negroes have been the
pnncipal beneficianes, The OIC was organized in Philadelphia, but several of the traiming
centers have been cstablished recently in other cities,
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hotel-motel management. The women naturally account for the large
majority of students enrolled in business and cosmetology schools.

Flexibility of the schools in accommodating students of varied
backgrounds and needs is particularly evident with regard to educational
preparation. Student bodies include:

I. High school dropouts with no occupational training.

2. High school graduates of a general education program whe
lack any specific preparation for employment,

3. High school graduates who fail to pass the private schools’
aptitude tests in algebra or even anthmeuic.,

4. Persons preparing for a licensable occupation.

College dropouts, or even college students and graduates,
desinng an oth:rwise unavailable course, such as computer
programming,

6. Persons for whom the formal education requirement is eased
because they have had several years of employment
experience but are cumently unemployed or finding it
difficult. for physical reasons, to remain in their present
occupations.

Besides taking account of their students’ educational preparation, school
administrators adjust the scheduling of courses to the requirements of
students. For some courses, new students are enrolled as often as once each
week. The majority of schools have four new classes annually, but they
may accept students on a monthly basis. Students can also attend either
day or evening sessions, and they can choose to attenc on a full- or part-t-.ae
basis. Courses given by members of NATTS ranged from one-half week to
130 weeks. The median for these courses was 40 weeks. Most courses require
twice as long when taken on a part-time basis. Tiic option of enrolling in
a course on either a full-time or part-time basis and the great variations
in course length afford considerable flexibility to students, Finally,
practically all trade and technical schools operate at least 48 weeks annually,
permitting the ambitious student to complete the already compact course
most expeditiously.

After a typical student 1s enrolled in a private school, his major challenge
is having adequats funds to finance all expenses during the period of
education. Although empirical data are unavailable, it is likely that students
are predominantly from middle-income tamilies where the father is nor

14
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empivyed in a professional or managenial position. Only a small minority
of students attending trade and technical schools can rely upon their parents
or personal savings to pay for their entire schooling. For example, more
than two-thirds of the students enrolied at a large technical school, which
has been grarved recognition for transfer of credits to several colieges and
universities, are compelled 1o work on a part- or full-time basis.!4 The school
owners' practice of accepting deferred payments is a useful, albeit iimited,
form of financial assistance that is available in most schools. Under this
practice, students may elect tv pay their tuition in instaliments throughout
the year rather than in one or two lump-sum payments.

Despite financial pressures, the student dropout rate is only
approximately 20 percent in these schools~iower than the drop-ut rate in
most high schools and colieges. This is at least partially due to student
selection of courses which satisfy individual vocational interests. Financial
problems are the major reasons for student failure to complete courses. The
next most important reasons cited-the presence of family problems and
securing a full-time job-also suggest the presence of financial difficulties for
at least some of the students. School owners report that only a minor
percentage of students fail to complete their courses due to lack of ability,

Prospects for Private Vocational Schools

Private vocational schools are likely to experience a consistent growth in
enrollments and greater general acceptance as :n important training resource
for persons who do not attend college. Moreover, the congressional
recommendation for use of the schools under provisions of the Vocational
Education Act could lead to joint ventures with public high schools.

The ypes of courses offered in these highly flexible schools will be
a function of at least four factors. In the first place, the schools will continue
to adapt to those areas of the economy undergoing expansion and innovation.
For example, the schools were among the first to offer courses in the allied
heaith fields, computer programming, and commercial flying. Second, and
especially within a specific community, the private schools will offer those
courses that are either nct taught in the public schools or else are unavailable
in sufficient number to meet the desires of students. The third factor is
the extent to which public schools, and even colleges throughout the country,
will decide to subcontract with the private schools for those vocational
education courses which they cannot provide for their students. A fourth
factor is both the increased corporate subcontracting of training with the

14Betitsky, op. cit.. p. 106.



schools plus the significant expansion 1n corporate purchase and operation
of the schools. This factor is also likely to have an independent influence
upon the general growth of the schools.

The types of courses offered and the educational requirements for
admussion determine, to a great extent, the nature of the student bodies
in the schools. In all probability, the students’ average level of formal
education has nsen faster than the average educational requirement for
admussion to the schools during recent years. This conclusion is based on
the author’s study comparing admission requirement with actual
qualifications of students. The greater educational preparation of most
students could lead more schools to raise the level of sophistication in many

of their occupational training courses!®

On the other hand, since most trade and technical schools have unused
capacity and an interest 1n enrolling more students, their programs might
be broadened to accommodate the large number of people who need initial
training, upgrading. or retraining. This would involve accepting more persons
with lower educational attainment. The author recommends a government
loan-grant program as an equitable means for enabling these persons to attend
private vocational schools.

Toward Equality of Educational Opportunity’®

It would be operationally desirable to have a government loan- grant program
for all persons seeking employment-related training in private vocational
schools. There 15, however, a more important reason for universalizing the
program~namely, an impressive growth in social concern for and commitment
to *“free public education.”

The goal of equality of educational opportunity must naturally also
provide more persons in low-income families the option of securing a college
education. Nevertheless, equality (or, more accurately, equity) will not be
achieved by placing an exaggerated emphasis upon college preparatory
programs 1n high school. Many students simply lack either the interest or
the ability to attend a college or even a junior college. Also, a community
college, public technical institute, or area vocational school may not always

'50nly a minonty of trade and technical schools have thus far applied to colleges
and actually received partial transfer credits for students desiring to attend college.
Business schools may possibly have been more active in this regard.

168ehitsky, op «t., pp- 144-150, for a more detatled discussion.
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be available. Even where “free” schools are available, the courses that a
prospective student wants may not be offered; or else, the course length
and its contents may differ from his preferences.

In view of tha free or heavily subsidized education that is accessible
to a sizable and rapidly increasing number of students in universities, colleges,
and other public institutions, it would be equitable to improve the
opportunities of students who choose to attend private vocational schools.
The realistic and economically sound recognition and usage of the private
schools could be a major means for expanding the laudable goal of equal
educational opportunity.
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APPENDIX
Types of Courses Offered in 544 Reporting

Trade and Tochnical Schools*

Number of
Type of Course Courses

L - R I <

Auto Maintenance and Related Services ., . . .. . .. ... .... 127

Appraiser—AutoDamage .. . .. . ... . .. s s e wow 2
Attendant—Service Station . . . . . ... v v e s e e e e 3
Mechanic—
Basicand Master . . . . . . . . oo s e. s e e 50
Diesel ) - R T I I R ST S U Se e 6
Salesman—Parts Counter e e e e e M S et e 1
Specialist—
AirConditioning .. . oo o v v v ot b e s s s 8
Automatic Transmission . . . . . . s v v sm v s om -0 s u 13
Body and Fender Repair .. . . . .. .. ¢ s 0o cou.wa 22
Conventional and Power Brakes . . .. .. . ..« o c. . osouo. 4
Front End and Wheel Alignment . .. . ... . cv. cn v oa 6
EngineTuneUp . . . v v oo mv o c oo o semesecmenns 12
Commercial ArtS . . . . . .. . .. i s s 61
Artist—Commercial . . . v v vt v . s s s e e e e e 31
Consuitant—Color P i s s 1
Designer—
Greeting Card 2
Textile ... . 3
Glass Blower—Neon 1 .

{Hustrator—
Children’s 1
Fashion 8
General . ... L e e e e S m e n t g e e e e 11
Letterer . : : ; : 1
Painter—Sign 2

*A. Harvey Belitsky, Private Vocational Schools and Their Students: Limited
Objectives, Unlimited Opportunities {(Cambridge: Schenkman Publishing Company, Inc.,
1969), Appendix to Chapter 2,
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Construction

o
-

Building Craftsman—
Electncran

Mason
Painter . . .
Plumber and Plpefntter
Steamfitter ; e
Structural iron Worker :
Cabinetmaker {includes woodworkmg techmques)

N e - N YD

“Engineer’'—
Architectural Aide
Civil Aide ) :
Construction Techmcuan .
Estimator

Maintenance Man-
Technician
Superintendent

W W W

Computer Maintenance
Computer Programmer . . .
Data Processor (includes Keypunch and Tab Operator)

Blueprint Reader . . . . .. . . ¢ . i v o v o neeveeswan 6
Draftsman—
General {includes basic, intermediate, and advanced) . . . . . . . 44
Architectural . o o o oy s o s S e e e e s s . 16
Electro-Mechanical . . .. .. . o . v o v s v ot s e w55 on 4 |
Electronicand Electrical . . . . . . .. ... 5. 2. coana. 16 ‘
Engineering . . . .. ..t ine e e es 13 |
Mechanical .. . .. .. 0 v v v s e e e e e g e s 22 ‘
stfuctufal ..... MR T T S T T R RS ) TR S S B Ot 6 ‘
° Hlustrator—-Technical . . . . . . .o . v oo v .. . e e e s 3 ‘
Renderer—Architectural . . . v 4 o v 0 v v 5 h e e e s 1 ;
R Drycleaningand Laundry . . . . . . .. . .. .. uee .. 10
Drycleaner 3 |
Helper—L.aundry 2
Manager—Drycleaning G e s o - . 2
Presser—Laundry-Factory . .. ... ... ............ 2
Spotter . . . .......... S s s e e e e e e e 1




Electronics® | . . . .

Servicer SN
Technician® .. . . e g e e e e e

Fashion Design, Needle Trades, and
Shoemaking ... ... ... . ... ... e 63

Buyer—Assistant . . . . e e e G e e e e e e 3
Designer—Fashion and Asswtam Fashlon .
Dressmaker . . . .. . L. e s e s s
Fitter .. ........ S e e e W a e s e e .
Patternmaker and Grader S m e e mm g e S e e e s e s
Repairman-Rebuilder—Power Sewing Machme s e de e e g 1
Sewer—
NeedleTrades . . . . .. .. .. . .. cowowronmon.. . 9
PowerMachine . . . . .. .. .. .. . o0 i 4
2
1

Shoemaker-Shoe Repairman . .. . ... . . ... ... . 5. ..
Taorand Alterer . ., . . . o . o v v i e e e s 1

Floristry and Groundskeeping . . . . . . .. . ... ... :.... 14

Desgner—Floral . . . . .. . . . . ... e 3
Groundsworker~
Gardener . . . L L L e e e e e e e 2
Landscaper . . . . . . v i i i h e s e s 1
NurseryWorker . . . .. oo vt s n oo s ww v s o onen. 1
Retailer—
[ T
SalesClerk . . . .. .. i o st e s s
Shopowner . . .. . L L e e s s e

NN W

Food Preparation, Processmg, Retat!mg,
and Service . . . C it uu e na e sras v s 28

Preparation—
Baker . . .. ... ... ... . T
T 3
Kitchen Helper . . . . . . ... . ¢ i i o i s snw 2

R .
35ome of the courses oﬁered in this field include training 1n data processing. At the

other extreme, some might have been more appropriately placed under the less dramatic

headings of ”Elecmcal " or "Electricity,” but this was impossible to determine from the

titles as reported.

bEIectronics Technician courses prepare for work in a broad variety of occupational
settings—including manufacturing plants, laboratories, consulting firms, construction,
etc

[3%)
2
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Processing—
Meat Cutter .. e o
Meat Wrapper . . .
Service—
Dietetics and Food Service Management
Waiter s . e mome s
Retailing—
Cashier, Grocery Stocker, and Checker . . . .. ..+ . .. «
Market Manager s e . s

Funeral Work

Embalmer
Funeral Director

Hotei-Motel Operation

Maintenance Personnel—
E xecutive and House Steward
Housekeeping
Manager
Office Personnel—
Accountant and Cashier
Clerk 5
PBX Operator

Industrial Management

"Engineer”’—Time Study . . . . .
Manager—! ndustrial {(industrial management techmques)

Interior Design and Related Services . . . . . . . ... .. ..... 21
Designer— |
INEIIOT . o v v o o o o s d e f e e S e e e e e e e 10 |
Furniture . . . e e S S e e e e i e g e 1 |
. Related-Skill Workers— ‘
Carpet Layer e e e e e Se e e g e S e g g 1
Drapery Maker . . .. S m e e e e e g 2 ‘
Linoleum—Tile Floor Layer e s 1 |
g Slipcover Maker e s s s e e e e e s s, 2 |
IPhOISTErer . . . o o o e 5m e o v e o e e ue 4 |
Investigation 3
Fireand Explosion . . . . .« . o vt 0t cnmewmm. o 1
General . . ... L e e e e e 1
INSUTANEE .+ & v s o oo o o o e 8 o a m S e s v 1
23




Jewelry Designand Repair . . . . . .. .. .. cc .«

Diamond Setter . .. . e e e s e e e e e,

Jewelry Maker and Repalrman .
Watch Worker (includes elementary and advanced also

includesengraving) . .. ... . ... s s e .

Machine Shop

(Includes courses in layout, operation, and inspection, as
well as basic machines.)

Major and Minor Apptiance Repalr

andServicing . . . ... ..o e .

Technician—Air Conditioning-Refrigeration-Heating
Repairman—

ElectricMotor . . . . . . o o v it e s e e s s

Master Applance . . . . ... ... ..

Office Machine e e e

Smail Appliance . . . .. c e s s .
Serviceman—

Air Conditioning

O BUMEr . . . .. . e s e e e p e g e e o

Refrigeration

Medical Services
Aide—
Geriatric

Home Health
Hospital

Institutional . . .. . .. o vt i n e s e w o w

Nursing .

Pediatric . .. . . . oo v o v oo v e s e v s s e
Assistant—

Dental e e e m e m e m g

Doctor's Office . .

Laboratory . . .. ..... .‘ " .‘ . . .‘ . .‘ ‘. .‘ ‘

Medical . e e
Examiner-Medical Cla|ms .

Hygienist—Dental . . . .« . . & o o v W ot e e

Nurse—
Licensed Vocational

Practical ... . . .. . .. ¢ o, o vuevecn.ena

................

« e e

13

N
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Orderly .. v v oo wmwevessssdeenmasdmmsas e 1
Secretary—Medical® . . ... .o e ne e s e e 23
Technician—
Dental .. . . . .. co.wwmrmecnn®acseessons s 8
Laboratory . ... .. ce.cececgaegsonmanan oo 9
Medical . . . 0 vv oo v g oo gas e s o aas d e 13
Optical . ....c4 cvocesamsessnsenenssec: 1
Technologist— .
Dental ....... B T R 17
HRBY oo v smcaw s et s e a - Samengaene.ngy 6

Performing Arts . . .« . v o v o s s e s e e 8

Performer—Dance, Music {includes opera and concert sing-
ing); Theater (includes cinema, stage, and TV acting) . ... . . . 6

Dramatist—Radio- TV Ses e s s

Speaker .. . .. a4 e e e e

Personal Services . . . . .. .

Finishing—Personal . . . ... ... - . 000 oy
Modeling « . oo e o oo oewas oo
Swedish Massage . . ... « ..

PhOtOQraphY . . . c v v v v n v o e s o e s oot a e S S 18

Photographer—
Commercial . . . . «« o« ot o5 5 oee s
Medical
Motion Picture
Newspaper
Portrait PPN
Printer-Retoucher—
Airbrush Technique . ¢ « c s s e co v s @ oo o so o ow oo
COlOFISt . ¢ v w v v o e co oo v smus .
Dye-TransferPrinting . . . . o. o v« oo oo v v ga o oo o
NegativeRetouching . . .. s v oo s ue e oman s
Repairman—Camera e w e o :

W ©

O b v ws

- N —a Q) b

Printing
Artist—Graphic . . ... .. L v 0.
Assistant—General PrintShop .. .« . « .

- %

CAlthough other listings of office occupations are excluded, an exception 1s made for
medical secretary because it is assumed that a principal part of this training leads to
technical proficiency.,

25
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Letterpress—
HandComposition . . . .. .. .. o o v oo nen
Pressman . . . . L oL e e e e e e
Linotype Maintenance
Linotype Operator e e
Monotype Keyboard and Castmg Machme Opentor e e
Lithography—
Lithographer . . . .. ...« .. ... e e e,
MultilithOperator . . . . o o . m o v o o v s e v s o v o
Offset Cameraman e e n e s e e e i e e e
OffsetPrinting . . ............. e e n e
Photolithographer I T A S T T I T
Platemaker R R e T A T T
Pressman . . . . . . . . e e h s e e e e e e e
Stripper . e e e i i e e e e e
Snlkscreen*nchmcuan

1
1
3
4
1

-t et N) =t =t A) =t b -t

Promotion, Sales, asnd Related Services . . . . . . . ..+~ . ... 21

Promotion—
Advertiser . . . . .. B e e m e e B e e e e e
Copywriter . .. .. v . o4 v vt v v v e e e e
Market Research e e e e e i e e e e
PublicRelations . . . . . .« v v v v v v v oo W n e e
Sales—
Auctioneer P T S N L T R
Merchandising . . . . S e e e e e e e e
Professional Salesmanshlp 5. e e e e e e e e e
Sales and Management ., .. ... oL n e .o e e e -

- - N

~N=NN

Radio-TV 95
Broadcaster F R T U S e e e Woe e e e e 19
Repairman - e s s ; PN M4
Salesman 2
Technician—
Communications (mcludes preparatuon for FCC license) . . . .. 39
COlOr TV i s v e 5 e g o e e e s 1

Rocreationand Sports . . . . . .. ... . ... T, 8

AthleticTrainer . . .. . . . cuow e oo oo e e e e - 1
Barten&r D T S e e e e e s O I PR 1



Baseball Personnel—
Business Manager .. e i e e
Scorekeeper (also mc!udes softball scorekeepmg) e v e
Umpire e e s .

Farrier {includes some vetennary rourses)

Gunsmith :

Tool and Die Design . .

(Includes plastic molding courses; also includes both
separate and combined courses—i.e., certain schools
offer separate courses in tool design and die design,

and others combine them with one another and/or
with tool and die making.)

Administrator—Aviation Specialist
Communications—FAA ., . . ... .
Flight and Onerations Perscnnel—
Auxiliary—
Dispatcher
Hostess P
Instruments ., .. . ... ..
Ramp Agent i
Technician—Airframe Powef Plant Mechamc
Technician—Radar
Pilot A,
Office Personnel—
Airline Travel Agency
Internationas! Travet
Reservationist

Transportation—Freight

Supervisor—
Cargo P R A I B
Freight Claim W e e s
Rate Analyst . . . . ...
Transportation—-Highway
Driver—
Bus
Truck—
Diesel
Heavy .
Straight
Tractor-Trailer

41235 O = T4+ 16




Traneportation—8es . . . . ... ...l e e ., ..

Ship Builder . . . .
Shupboardl’momei
Deck Officer—MerchantMarine . . . . .. ... ...... e ..
“Engineer-Marine . ... .. .. .00,
Pilot—Merchant Marine . e e e e e e e e
Technicisn—Navigational . . . . ... ........... oo e
Underwater Operations Personnei—
DoeompnmonChanber Opomor s .
Oeep Sea Diver . . . .

Technician—Aerospace Engineering

Traneportation—Traffic Management . . . . . . . .

TratficManager . . . . ..
Transportation Specultst ..

Waste Reconversion
Technicisn—Waste and Wastewater . . . . . .

Weiding . .

Weider—
G'w.‘ I B A O I R R I B O I B I Y
Arc . ... e m e e M e mE e e e e e
ArcmdAectyleneCombmmon e e e e e e e e
Hl“-Arc..,;'.,..,..,.'.;...r.~.,‘..,...~...;....:.~.
Oxy-ACstylene . . . .« . v v 5 v v v i e e e e e
T e e e e

« pals)
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Mr. Govoaro. The author, at the outset, states:

The expected advances in the use of private schools
ia the demonstrated capacity of the acluzuda to xr:.::lnd train me
various needs and interests for specific occupational objectives.

.The author estimutes that there are 3.000 trade and technical sk,
with 833.710 students. He points out that the enrollment m each
individual school is small as compared to other types of schools, for
the following reasons: )

One explanation for the small sise of moat of these nchools ia related to the
importance amsigned to peactical. problem-solving aspectz in the courses. It
fellows that oaly a xhort peried of time is spent In large clasarcoms, and the
crats of adequate space and machinery in shop and laboratory settings weces-
sarily lmit the size of & achool building and its staff. Secomnd, the nchools are
widely distributed geograpbically—often efither jocated ia cities with less than
100,000 persons or situated within sections of & large metropolitan area. A third
reason is that the trade and technical schools (the primary facus of attention in
this study) tend to train for single or related occupations. Nevertheless, collec
tively, the large number of highly specialised trade and technical schools ofer the
Kreatest diversity of courses.

He points out that the variety of occupational courses found in
private trade and technical schools reflects the “unique ability” of
these schools to respond to the training needs of many industries and
professions, and that about 230 different nccupational courses were
gﬂe:ddm the more than 500 trade and technica! schools examined in

is study.

. Asfor instruction in these schools, he found that it is highly special-
ized, with a view to the final employment objective: that the schools
maintained close but informal contacts with employers; that course
content is readily modified to reflect pertinent changes that are
reported to school officials by emplovers: that decisions to add im-
proved facilities can also be made rapidly; and that this differs from
the delays often encountered by public schools and colieges that must
seek approval from school boards or legislatures.

He further points out that training is provided in a job-simulated
setting. that visual aids and operative equipment are typically more
important than texthooks, that classroom or lecture instruction is
usually followed immediately by supplementary training in the school
shop or lahoratory to demonstrate the practical application of the theo-
retical concepts. that most schools arrange student visits to plants
and offices. and that modest home assignments are required because
only those theoretical concepts which are relevant to the performance
of a job are tanght.

As for instructors’ roles, he found that each instructor must be criti-
cally evaluated. since the referrals by former students account for &
substantial percentage of the student body: that the schools are con-
vinced that creditable teaching performances can be insured by mak-
ing teaching capability the main criterion for reward and advance-
ment : and that instructors are not usually given tenure. He further
found the student to instructor ratio to be quite low. with the majority
of schools assigning 19 or fewer students to an instructor at any given
time.

In conclusion, he found that private vocational schacls are likely to
experience & consistent growth in enroliments and greater general ac-
ceptance as an important training resource for persons who do not at-
tend college: and that the realistic and economically sound recognition
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and usage of the private schools could be a major means for expanding
the laudable goal of equal educational opportunity.

In 1973. Wellford Wilms, of the Center for Research and Develop-
ment in Higher Education. University of California, Berkeley, pub-
list od a study entitled “Proprietary Versus Public Vocational Train-
ing.” .

1 will endeavor not to duplicate material already developed bv Be-
litsky, but to point out additional factors developed in the Wilms
study.

Mr. Chairman, T have with me a copy of the full Wilms study that
T want to leave for your records also.

Mr. Hicxs. Thank you.

{'The material referred to is in the subcommittee files.]

Mr. Gooparn. Wilms develops the concept that proprietary and pub-
lic postsecondary schools are conceptnally (and practicallv) distinct.
The proprietary schools are rooted in the market place. Public schools
ultimately depend on the political process. This essential difference de-
termines how each type of school derives its income, allocates re-
sources and. most important, provides vocational training.

He says:

Proprietary vocational schools® income is related to how well their graduates
do in the market place. Most proprietary schools are relatively small, and they
base personnel hiring. retention. and promotion largely on performance of tasks
dictated by the market. If their students do not get satisfactory jobs. these
schoolg quickly lose their appeal. In short, the proprietary vocational school de-
rives its income through the market mechanism.

In summary. he points out that proprietarv schools must meet the
needs of their students and prepare them for occunations better than
their competitors for any given cost : they must consider sienals from
outpnt markets to survive: they are characterized by limited objectives
and programs; thev are single-purpose organizations. to prepare stu-
dents for successful emplovment : thev recognize that their own snccess
depends largelv on the occnpational s:ccess of their graduates and
therefore they select students with a high probahility for successful
placement : thev are characterized by flexible operations to accommo-
date the needs of students and emplovers: year-round operations and
frequent class starts are the norm; their operations show evidence of
market incentives to provide effective training at low cost : the market
encourages them to experiment and evaluate new approaches: and
their teachers are hired, retained and promoted on their ability to
teach. are not given tenure and are evaluated frequently by school
management and students.

He then contrasts this sitnation with that of public institutions
which do not depend on their performance in the marketplace. but
rather on the political process, and which place less smphasis on job
placement.

Tn conclusion. he found that public and proprietary schools march to
different drummers (the public schools to the political process and the
proprietaries to the market) and that

Proprietary schools need to recruit. train. and blace graduates in johs surcess-
fully to get a return on their investments. Consgequently. their programs are
specific and determined by current labor market and consumer needs. Governed
by the profit motive. rather than political survival. the proprietary schools have

a builtin incentive to seek out student markets not served by nearhy competing
iblic schools.
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But for the limitations of time. many more factors could be devel-
oped at length to illustrate the need for and the pnrposes served by
private trade and technical schools. )

However, for our present purposes. I believe I have demonstrated
the useful purpose served by trade and technical schools and the need
for such schools as a part of our edneational systen.

With this background, T wonld now like to acquaint this connmittee
with the acereditation process as carried ont by NATTS—how it
works, what it does and the vesults accomplished.

At the outset, it should be remembered that the acerediting process
is pureiy voluntary. No school need apply for accreditation.

Although the membership of NATTS is composed of accredited
schools, an accredited school need not be a member.

The objective of NATTS. as stated in its constitntion ;

To promote high educational standards and ethical business practices in the
trade and technical field.

To cooperate with local, state and Federal authorities and business. com-
merce and industry in the maintenance of high standards and sound policies in
the fleld of trade and technical school education.

To develop a national accrediting program for the trade and technical schools
on the basis of established Federal standards.

Mr. Hicks. Mr. Goddard, would we lose too much if we asked you
to summarize the rest a little bit instead of reading the enti state-
went? Otherwise, we're not going to get the beuefit of asking any
questions, I'm afraid.

Mr. Gooparo. Certainly. 1’1l be happy to.

This represents a summary, but I'll summarize it as best I can.

Mr. Hicks. If you can summarize the summary, then.

Mr. Gooparp. Yes, right.

I do want to point out that accreditation within our definition is
primarilg' a nueans of assisting private trade and technical schools to
become better schools, to assure the public that this is a means of
identifying quality education in our type of institution, and also, ac-
creditation within our definition is a means of setting standards of
performance for our type of school. standards to which all trade and
technical schools can aspire.

We established an accrediting agency through our organization. to
comply with the requirements of the ".S. Office of Education for recog-
nition of accreditation in establishing eligibility for Federal programs.

The basic steps in the process include an application by a school,
strictly voluntary. The school then, through a very elaborate self-
evaluation process, examines itself, every department, every facet of
the administration. We provide the guidelines for this examination.

After the school has done this and supplied to us a detailed report of
its own self-evaluation, the accrediting agency selects a team of expert
examiners—people competent in school administration, in private
trade, and technical education, and specialists in each occupational area
in which the school is providing traini~g.

And then of course, we have with each team a coordinator, a person
representing the commission, either a commissioner or a staff person,
to give some level of standardization to the quality of the visits and the
examinations themselves.
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Each team member compares the report of the school with what he
finds at the school. and other elements that he examines in the school
and prepares a repcrt.

The individual reports are summarized by the chairman of the team
and submitted to the commission. In accordance with normal due proc-
ess requirements. we give the school a summary of the concerns that
appear in the report. in order to give the school an opportunity to
respond to each of the alleged deficiencies, if some have been found.

And then the entire package is considered by the accrediting com-
mission which meets periodicallv, four times a year, to consider appli-
cations and other matters. In light of the school’s announced objec-
tives. the accrediting commission will accredit with or without
stipulations. will possibly defer action pending development of new
information, or in a few cases giving the school a chance to improve
itself in certain areas, or the commission may denv accreditation.

When the accrediting commission makes its decisions. it’s an auton-
omous group, those decisions are not subject to review by the associa-
tion which sponsors the accrediting program.

There are other specific requirements of accreditation. and T won’t
go into those details as they are included in the statement. but I do
want to point out. very particularly. that every applicant for accred-
itation or reaccreditation is checked closelv with chambers of com-
merce, Better Business Bureaus. Federal Trade Commission rezional
offices. other Federal agencies such as the post office, the U.S. Office of
Education. both regionally and centrally here in Washington. and con-
sumer protection agencies. and vossibly others from time to time.

We check and trv to determine from everv available source infor-
mation on schools that apply for accreditation, and also accredited
schools that apply for renewal of accreditation.

Any complaints that we receive regarding schools from these
sources or from any other sources about schools, whetlier accredited
or not. are checked. We follow through on each compaint we receive
from anv source. and we try to resolve those complaints.

Mr. Hicks. How large an organization do you have?

Mr. Gopparp. Approximatelv 450 schools.

Mr. Hicks. How many people are there that are doing this checking?

Mr. Gopparp. You mean involved in the accrediting process?

Mr. Hicks. Yes, sir.

Mr. Gopparp. Several hundred over a period of a vear. if the exam-
iners that actually go to the institution are included. Most of these
people are volunteers. they are recommended to us bv the professional
societies or organizations. They're considered to be the experts in the
field of trade and technical preparation for occupations.

Mr. Prircinarp. Might they be members, owners. or people involved
in other schools?

Mr. Gooparp. Normally. there has t- be at least one owner or pro-
prietor or manager. director. whatever you might call him.

Mr. Pritcizarn. You might have an instructor?

Mr. Gopbarn. Normally not instructors.

Mr. Prrtennarn. Not instructors.

Mr. Gopparn. For the occupational competence. we prefer to use
employers instead of instructors.

C L R2%
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Mr. Prirciaro. Most of these are members of an accredited orga-
nization ? )

Mr. Gooparp. No, sir. Most of the team members who——

Mr. PrircHaRrp. Where do they come from ?

. Mr. Gobparp. Most of them come from industry, right out of
industry.

Mr. Prrrcuaro. I see.

Mr. GGopparp. People who are working everyday in the field, actually
employing the output of trade and technical schools. We feel that their
Input is absolutely necessary to the evaluation of the quality of occupa-
tional training.

Mr. PrircHArp, And you just pay their expenses?

Mr. Gopparp. We pay their expenses. Normally, the people will
serve as sort of, I guess von'd call it a professional obligation.

Mr. Prircuarn. Thank you.

Mr. Gooparp. I do want to say in conclusion of my statement that I
am here to answer any of your questions; I have not tried to address
all of these specific problems that have been encountered by this com-
mittee, and I will try to the best of my ability tu do that. I do want
to help everyone nnderstand that there is a place for private trade and
technical schools, that yon have a definite understanding abont their
contributions to society.

Mr. Hicks. Thank vou, Mr. Goddard.

[Mr. Goddard's prepared statement follows:1

PREPARED STATEMENT oF WILITAM A, GoppARD, EXECUTIVE DIRECTOR, NATTONAL
ASROCIATION OF TRADE AND TECHNICAL SCHOOLS

My name is William A. Goddard. I am the Executive Director of the National
Association of Trade and Technica! Schools (NATTS),

NATTS is a voluntary non-profit organization of accredited private residence
schools offering job-oriented specialty training in trade and technical occupations,
The memberahip of NATTS includes hoth proprietary and non-profit schools, Al-
though all member schools must be accredited, an accredited school need not apply
for membership.

The Accrediting Commission of NATTS s the accrediting agency listed by
the United States Office of Education as the nationally recognized accrediting
agency in the trade and technical school fleld and is the only accrediting agency
5o listed by the United States Office of Education,

The braad purpose of NATTS is to establish and maintain sound edueational
standards and ethical business practices for its member schoois, which schools
complement, rather than comneta with {ax supported facilities,

I will he avajlahle for questioning and will be pleased to answer, to the beat
of my ability, any questions this Committee may have relating to thc trade
and technical school fleld.

However, it is the primary aim of this statement to acquaint the Committee
with the role of trade and technical schools in our educational system and to
explain the nature of the ac reditation process.

Several studies have heen made of vocational schools, including trade and
technical schools, swhich furnish substantial information concerning the role
of trade and tachnical schools.

In 1969. a farly exhaustive study was published by A. Harvey Belitsky
entitled “Private Vocational Schools and Their Students: Limited Objectives,
Unlimited Opportunities.” The author is on the staff of the W. E, Upjohn In.
stitute for Eniployment Research and the study was financed over a 18 mont
reriod hy the Ford Foundation

In June. 1970. the author pubiishied a condensed version of his studies in this
tield. at the invitation of the Bureau of Higher Education, Office of Education,
U.8. Department of Health, Education and Welfare.
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References herein to Belitsky's studies are directed to the June, 1970, con-
densed report. '

The author, at the outset, states (p. 1) :

“The expected advauces in the use of private vocational schools are grounded
in the demonstrated capacity of the schools to motivate and train students with
various needs and interests for specific occupational objectives.”

The author estimates that there are 3.000 trade and technical schools with
£35.710 students. He points out that the enrollment in each individual school is
small as compared to other types of schools, for the following reasons (p. 4) ¢

“One explanation for the small size of most of these schools is related to the
importance assigned to practical, problem.solving aspects in the courses. It
follows that only a short period of time is spent in large classrooms, and the
costs of adequate space and machinery in shop and aboratory settings neces-
sarily limit the size of a school huilding and its staff. Second, the schools are
widely distributed geographically—often either located in cities with less than
100,000 persons or situated within sections of a large metropolitan area. A third
reason is that the trade and technical schools (the primary focus of attention in
thic study) tend to traiu for single or related occupations. Neveriheless, collec-
tively. the large number of highly specialized trade and technical schools offer
the greatest diversity of courses.”

He points out that the variety of occupational courses found in private trade
and technical schools reflects the “‘unique ahility’” of these schools to respond to
the training necds of many industries and professions : and that abont 230 differ-
ent nccupational courses were offered in the more than 500 trade and technical
schoole examined in his stedy.

Aq for instriction in these schoolg, he found that it is highly specialized, with
a view to the final employment ohjective: that the schools maintain close but
informal contacts with employers: that course content is readily modified to
reflect pertinent changes that are reported to school officials by employers : that
deeistons to add improved facilities can alsn be made rapidly: and that this
diiters from the delays often encountered hy public schools and colleges that must
seek anproval from school boards or legislatures.

He further points out that training is provided in a joh-simulated <etting: that
vienal aid< and operative equipment are typically more important {han textbooks:
that classroom or lecture instruetion i nsnatly followed immediatelv by supple-
mentary training in the school shop or lahoratory to demonstrite the practical
application of the theoretical concepis . that mosr schools arrange student visits
to plants and offices: and that modest home assignments are required because
only those theoretical concepts which are relevant to the performance of a job
are taught.

As for instrnctors’ roles. he fonnd that each instruetor must be critically
evalnated. since the referrals hy former students aceount for » suhstantinl per-
centage of the student hodv: that the schon's are convinced that creditahle
tenching performances can he ensured hy making teaching capahility the main
eriterion for reward and advancement: and that instrnctors are not nsually
given tenure. He further found the student to instruetor ratin to be quite low.
with the majority of nchonle assigning 19 or fewer students to an instructor at
anv given time

In conclusion. he found that private vocational sehools are likelv to exnerience
a econcistent growth in enrollments and greater ceneral aceentance as an imnor-
tant training recource far per<ons who do not attend college : and that the real-
istie nnd economicallv sound recognition and nsage of the nrivate schools eonld
bhe 2 major means for expanding the landable goal of equal edueational oppor-
tunity.

In 19073 Wellford Wilms. of the Canter For Resenarch and Develonment in
Higher Fdueation. Univercity of California. Berkeley. puhlished a study entitled
“Proprietary Versus Publie Voeational Trainine.”

1 wil' endenvor not to duplicate materinl ntreadv developed hy Belitsky, but to
point ont additioual factors developed in the Wilms study.

Wilms develops the eancent that proprietart and mnblie nostsecondarv schools
are conceptually (and nractieallv) distinet The pronrietarv sehonla are rooted
in the marketblace. Public cchonls nitimatelv denend on the nolitienl nrocesq,
Thix ecsentinl difference determines how each tvpe of school derives its income.
alloeates resources and. most important. provides vocational training.

He says (p. 8)

Q
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“Proprietary vocational schools’ inccme is related to how well their graduates
do in the marketplace. Most proprietary schools are relatively small, and they
base personnel hiring, retention, and promotion largely on performance of tasks
dictated by the market. If their students do not get satisfactory jobs, these schools
quickly lose their appeal. In short, the proprietary vocational school derives its
income through the market mechanism.”

In summary, he points out that proprietary schools must meet the needs of
their students and prepare them for occupations better than their competitors
for any given cnst; they must consider signals from output markets to survive;
they are characterized by limited objectives and programs; they are “single
purpose” organizations, to prepare students for suceessful employment; they
recognize that their own success depends largely on the cceupational success of
their graduates and therefore they select students with a high probability for
successful placement ; they are characterized by fiexible operations to accommo-
date the needs of the students and employers; year-round operations and fre-
quent class starts are the norm; their operations show evidence of market in-
centives to provide effective training at low cost; the market encourages them
to experiment and evaluate new approaches; and their teachers are hired, re-
tained and promoted on their ability to teach, are not given tenure, and are
evaluated frequently by school management and students.

He then contrasts this situation with that of pnblic institutions which do ner
depend on their performance in the marketplace, but rather on the political proc-
cs8, and which place less emphasis on job placement.

In conclusion, he found that public and proprietary schools march to different
drummers (the pnblic schools to the political process and the proprietaries to
the market) and that (p. 82) :

“Proprietury schools need to recruit, train, and place graduates in Jobs suc-
cessfully to get a return on their investments. Consequently, their programs are
specitic and determined by current labor market and consumer needs. Governed
by the profit motive, rather than political survival, the proprietary schools have
a built-in incentive to seek out student markets not served by nearby competing
public schools. . . .”

But for the limitations of time, many more factors could be developed at length
to {llustrate the need for and the purposes served by private trade and technfeal
scnools,

However, for sur present purposes, I believe I have demonstrated th: useful
purpose served by trade and technical schools and the need for such schools as
a part of our educational system.

With this backgronnd, I would now like to acquaint this Committee with
the accreditation process as carried ont by NATTS—how it works, what it does
and the results accomplished.

At the ontset, it shonld be remembered that the accrediting process is purely
voluntary. No school need apply for accreditation. Although the membership of
NATTS is composed of accredited schools, an accredited school need not be a
wember.

The objective of NATTS, as stated in its Constitution, is:

“To promote high educational standards and ciiicul business practices in the
trade and technical fleid.

“To cooperate with local, state and Federal authorities and business, com-
merce and industry in tte maintenance of high standards and sonnd policies
in the fleld of trade and technical school edncation.

“To develop a national accrediting program for the trade and technical sches!s
cn the basis of established Federal standards.”

Accreditation is intended to be a means of assisting good private trade and
technical schools to become better schools; a means of assuring the public of
high qnality trade and technical education offered by private schools; and a
means of setting standards to which all trade and technical schools can aspire.

The Board of Directors of NATTS has established au Accrediting Cominission
of nine members, five representatives of trade and technical schonl® and four
outstanding persons from outside the private school fleld. The Accrediting Com-
mission has authority to determine whether or not individual schools meet the
standards set by NATTS. Each school is judged in the light of its announced ob-
Jectives. Accreditation carries no intent of standardization of either objectives
or school operation.
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To initiate the accrediting process, an applicant school makes a study of its
own operation according to an outline provided to it. Facts and material evidence
arve assembled into a Self-Evaluatlon Report, coples of which are provided for
study by the Visiting Team and the Accrediting Comuiission, This is part of the
whole evaluation process by which schools are stimulated to continuous im-
provement. This Report and the accreditation process is expected to induce an in-
stitution to reassess its objectives, its resources, its program, procedures and
achievements. The preparation of the Self-Evaluation Report requires a detailed
and searching examination of the entire operation of the school—its objectives,
its study progeam, its course content, and 1ts business practices.

After receipt of the Report, the Commission arranges for a Visiting Team of
knowledgeable persons to visit the school personally. The Team normally in-
cludes a member familiar with the management, administration and business
aspects of private school operation; an educator familiar with trade and techni-
cal school instructional methods and educational processes; a subject-matter
specialist for each major fleld offered : and a representative of the Commission.

The Visiting Team verifies data in the Self-Evaluation Report, seeks additional
data and in general develops a clear understanding of how well the school meets
each of the standards. The Team is free to confer with instructors, other school
employees, students, graduates and employers of the graduates in making an
assessment of conditions, courses of study, and effectiveness of the school.

Each member of the Visiting Team prepares a factual report of those phases
of the visit for which he is responsibie and submits it to the Team Leader, who
integrates the report in proper sequence, caps it with a summary of strong and
weak points and submits it to the Secretary who reproduces the Report and
supplies each member of the Commission with a copy.

Following the Team visit, a File Review Committee prepares a File Report
describing its findings. A copy goes to the applicant school which has a perlod to
comment on the factual elements of the File Report and to submit any additional
written materials it desires to place before the Accrediting Commission in re-
sponse to the Report.

The Accrediting Commission meets periodically to review all the evidence
with respect to each applicant. An applicant school, upon request, is given an
opportunity to make an oral presentation before the Commission.

In light of the school's announced objectives and ti.» Standards, the Accrediting
Commission will accredit, accredit with stipulations, defer action, or deny ac-
creditation. The Commission's decision is not subject to review by any other
organ of NATTS.

The accreditation process is carried out under general policies which may
be summarized as follows:

1. Each school is judged in the light of its overall picture reflected against
its announced objectives and the Standards. Strengths in some respects may be
allowed to compensate for noncrucial and correctable weaknesses in others.

2. Only private schools with a definite trade and technical education objective
are eligible for accreditation.

3. The Commission reserves the right to limit the scope of its review to classes
of schools for which it feels adequate standards have been developed and for
which it has competence to review.

4. Upon accreditation, a tentative tinie is set for a complete re-exainination,
within five years. New schools, schools with mild but remedial weaknesses,
rapidly changing schools and schools with recent changes of ownership will
be re-examined at shorter intervals.

5. Schools must notify the Secretary immediately of changes in ownership,
management, contractual affiliations with other schools, additions or major
changes of courses, and items that could substantially affect the school’s policies,
staft, curricula, reputation, lexal or financial status.

6. Accreditation does not automatically transfer with changes in ownership.

7. Annual reports are required from all accredited schools. The Commission
may seek continuing evidence of compliance with standards and may request
special reports from some or all accredited schools.

8. New non-related courses in accredited schools must be evaluated within
three to six months after classes are in session.

9. Schools automatically become eligible for NATTS membership when ac-
credited, but are not required to be NATTS8 members.

10. A directory of accredited schools is published annually and supplements
showing newly-accredited schools are issued after each meeting of the
Commission.
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As a further step in the accrediting process, every applicant for accreditation
or re-accreditation is checked with the local Better Business Bureau, the local
Chamber of Commerce, the regional office of the Federal Trade Commission,
the Consumer Protection Bureau, the State Department of Fducation and/or
the state approval agency and the Post Office Department, Every application for
renewal of accreditation is checked with the state loan agency.

Any complaints received from any of these sources, as well as from any other
source whatsoever, whether with reference to an accredited school or noi. is
promptly investigated under complaint procedures established by the Com-
mission.

I have referred to Standards which a school is required to meet in order to
he accredited. Time does not permit a detailed statement of the Standards, but
it should suffice for the present to point out that detailed Standards have been
established covering the following general categories: educational objectives,
courses and curricula, faculty, size of staff. student services, student success
and achlievement. admission policies and practices. enroilment agresments, tui-
tion policies, refunds and cancellation, student recruitment, field agents, phys-
fcal facilities, management, financial responsibilitr and self improvement
programs,

Appellate procedures have been established affording due process to any
school which wishee to appeal from adverse decision.

Needless to say, all information ¢btained in the accrediting process is highly
confidential.

In conclusion, I may say that I have not attempted to address myself, in
my statement, to any specific problems which may be of interest to this Commit-
tee, I repeat that T am ready and willitug, to the best of my ability, to answer
any questions the Committee may have with respect to the operation of trade
and technical schools. The main purpose of my statement. which I believe I
have carried out, is to acquaint this Committee with the importance in our
educational system of available trade and technical schooling, affording train-
ing opportunities for employmnient which are not available elsewhere; and to
point out to this Committee the purpose of NATTS. through the accreditation
process, to make available to students quality education in the trade and tech-
nical flelds, with specific emphasis on fraining directly related to successful
trade and technical employment opportunities.

Mr. Hieks. Mr. Fowler?

STATEMENT OF WILLIAM A. FOWLER, EXECUTIVE DIRECTOR,
NATIONAL HOME STUDY COUNCIL

Mr. Fowrer. Mr, Chairman, T will try to highlight from my pre-
pared statement, based on some of the questions you have aiready
asked and some of the areas vou have an interest in. in the interest of
time. and also. T will be happy to answer any questions von have.

The National Heme Study Council is located at 1601 18th Street
NW.. Washington. D.C. Tt is a nonprofit educational association of
some 158 accredited private home studv schools. The accrediting
commission of the council is the accrediting body listed hy the U.S.
Oftice of Education as the nationally recognized accrediting agency
in the private home study school field. The process of accreditation
and the procedures of the commission are much the same as those
which Mr. GGoddard just described for the accreditation of trade and
technical schools.

The primary difference is that it is not usually necessary for the
subject specialist to visit the school. because. since it is a correspond-
ence conrse. he is able to receive the comrse at home or his office, his
place of business, or his workshop, and review the course there.

If a course is a combination course where a student has to take part
of his course by correspondence and go to the school for the remainder

@ Of the course—examples of such courses are truckdriver training and
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heavy equipment operation—then the subject specialist does go to the
school_to review the qualifications of the faculty, the equipment that
is available, the conditions a student has when he goes to a school and
the programn of instruction for the resident portion of the course.

Today. over 2 million Americans are enrolled in some 700 to 1.000
private home study schools, 158 of these schools—representing 72
ownerships—are accredited, and nearly 1.5 million students are en-
rolled with them. Accredited schools offer some 500 different academie
and vocational conrses. These accredited schools are located in 23
States, but they enroll students from every walk of life in every State
of the United States and from many foreign countries. About one-
fifth of all NHSC accredited schools are nonprofit institutions. Cor-
respondence instruction has a long and successful record in American
education. ]

Speaking about our accrediting commission, it is different than
any that we know of. We have nine men and women on our com-
mission. Five commissioners represent the public and four are execu-
tive officers of accredited schools. The commission is, to our knowl-
edge, the only recognized accrediting agency in the country with a
majority of public commissioners. To provide additional assurance of
independence for the commission, the NHSC bylaws provide that no
school may be represented on the commission and the council’s board
of trustees at the same time.

The commission has always been intensely aware of its role and
responsibilities in the area of protecting the education consumer, and
the commission's responses to the needs of consnmers predates the
“consumer movement” in this country. The accrediting coimmission
was one of the first agencies to adopt a policy for the settlement of
tuition accounts. This policy is one of the most liberal—to the stu-
dents—of its kind. It is a performance-based policy that allows
students to receive nearly half of their tuition back if they dis-
continue at the midpoint of their studies. This policy was recog-
nized by Congress and major provisions included in the 1972 amend-
ments to the GI bill.

Since 1969, accredited home study schools have been eligible to
Earticipate in the guaranteed student loan program administered

v the Federal Government since Congress in its wisdom recog-
nized that American citizens ought not to be denied the opportumty
of enrolling in the edncational institution of their choice because of
a lack of funds. The commission, recognizing the inherent dangers
of possible abuse of this program, established special standards and
rules for home study schools which participate in the GSLD as far
back as 1969, before any school could participate in the program.
These standards go far beyond the controls and regulations set up
by Congress and the Office of Education, and have been the chief
reason why, as a March 1974 USOE paper analyzing home study
school involvement in the program stated : “Overall default claims for
(home study schools) were relatively small.” )

Mr. Luman asked us to include something of our feelings about
eligibility and accreditation in the statement, and T would like to cover
that area very quickly.

“With respect to eligibility of schools in the loan program. we be-
lieve :
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1. Each qualified stadent should have the opportunity to enroll in
the school of his choice, A student who chooses to enroll in a program
offered by a quality private vocational school should not be denied the
chance to prepare for a better life because such schools are ignored or
excluded from eligibility by legislation.

2. Acereditation has proved to be a practical and workable method
of identifying quality schools, and attempts to discredit it do not look
levond to an alternate svstem that would be more effective.

3. Accreditation should be the basic requirement for eligibility with
addiiional specinlized requirements being added if necessary for spe-
cialized programs. '

= 4. An accrediting commission shonld not and cannot enforce gov-
ernment program regulations. rules or vrocedures without the imple-
menting authority and additional resources.

This is the triple agency approach that has already been presented
to this committee. cooperation between private accrediting agencies,
Federal agencies, and State agencies.

I wonld like to turn to the mattur of complaints because this is an
area where w¢ have been very concerned. We have also investigated the
matter of the Boston Globe and the Washington Post articles. One of
the indexes that we have, one of the areas that we use very frequently,
to judge the current probicws of an aceredited school, is compiaints,
and T would like to read quickly this section oii complaints, because 1
believe it will answer some of your questions.

Mr. Lryan. Could T ask you before you begin, when vou get to the
number of complaints, if you would tell us where they came from,
from students, referral from Government agencies, and so on.

Mr, Fowrrr. These complaints that we are talking about are all of
the complaints that we received in our office last year. They have come
from all sources. They come from students directlv. they come from
Better Business Bureaus. Some are from students who are referred or
whose complaint is referred to ns by a Better Business Bureau.

They come from the chambers of commerce. the State departments
of education. Some come from the Veterans’ Administration,

In several instances, we have received complaints from the Federal
Trade Commission because it does not handle individual complaints.
We do take care of individual complainis. so the FTC frequently
refers individual complaints to our office, And from the Office of Edu-
cation we get complaints also. ‘The compiaints T am talking about here
are complaints from all sources.

The commission has a formal complaint procedure and a student
dissatisfied with his experience with a school may use our office to
resolve his complaint, Recently we have heard many sweeping general-
izations about the defrauding of consmmers by vocational schools, and
the facts we have been able to gather on this area are enlightening:

Last vear, the NHSC received only 300 complaints from students
enrolled in both aceredited and unaceredited schools. This figure rep-
resents complaints from only one student out of every 7.000 who enroll
in home study schools. An analysis of complaints received shows thai
well over half involved dissatisfaction with the mail service and post-
ing of acconnts. while less than one-tenth of them involved allegations
of fraud or misrepresentation. and ever fewer related to educational
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programs and services. Of the more than 300,000 veterans and service-
men enrolled with home study schools, the NHSC received complaints
from only one out of every 10,000 veterans enrolled. Every effort is
made to find an equitable solution to a complaint. and virtually all
student complaints are resolved to the student’s satisfaction.

It is also our experience that students do not and have not com-

lained about the failure “to get a job" after completing their train-
ing. yet the obsession by some regulators for completion and placement
“data” is all too evident. In home study, completion of a course is not
an absolute in order for a student to derive genuine satisfaction or
achieve his personal career objectives. Home study is an independent
method of study well suited for individuals with personal goals, and
statistics on completion can never tell the whole story.

It was widely reported by certain Federal officials that vocational
schools are the No. 1 complaint problem with the Council of Better
Business Bureaus, and when we attempted to document the charge
we did not find any support for it. Such sweeping generalizations
damage the reputation of our schools and do a great injustice to them.

The ultimate “weapon” the commission has to enforce its standards
is the removal of accreditation, and in the past 3 years accreditation
was terminated from 15 schools, or 19 percent of all accredited schools.
Among the schools losing accreditation was one with an enrollment ex-
ceeding 100,000 stndents. Short of removal of accreditation. however.
the commission has wisely used accrediting standards to_enforce
voluntary compliance and effect literally hundreds of changes in school
practices. all in the interest of improving schools and helping students.

Mr. Chairman. you have my statement and there are other points
in it, but T will be happy along with these other gentlemen to answer
any questions you may have.

r. Hicks. Thank you very much.
Your statement will be made part of the record.
[William A. Fowler’s prepared statement follows:

Prrparzp STATEMENT or WILLIAM A. FowLrx, EXECUTIVE DIRECTOR, NATIONAL
Hour Stuny CouxnciL

My name Is Willlam A. Fowler. I am the Executive Secretary of the Accredit-
ing Commission of the National Home Study Council and I also serve as the
Executive Director of the National Home Study Council.

The National Home Study Councll is located at 1601 Eighteenth Rtreet, N.W.
Washington, D.C. It is a non-profit educational association of some 15R accredited
private home study schools. The Accrediting Commission of the Council is the
accrediting hody listed by the United States Office of Fducation as a nationally
recognized accrediting agency In the private home study school field. The Ac-
crediting Commission of the National Home Study Council ix also recognized hy
the National Commission on Accrediting. which was entablished in 1949 for the
purposes of coordinating accrediting activities in higher education and giving
nongovernmental recogntion to reliable accrediting agencies.

My purpose in appearing before you Is to acquaint you with the work of our
accrediting agency and to tell you about its philogophy, policies and procedurex.
It 18 a unique accrediting agency operating in a unique field—the fleld of home
study.

The National Home Study Council has been a leading advocate of quality
correspondence education in America for 48 years. The N.H.&.C. was founded in
1926 under the cooperative leadership of the Carnegie Corporation of New York
and the National Better Business Bureau. .

From its beginning. when a handful of quality schools banded together under
the visionary leadership of Dr. John 8. Noffsinger, private home study education
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has gained academic respectability and can point to a record of solid achievement
in providing an invaiuabie social service to miliions of Americans who, without
the benefits of bome study, would surely have been denied an opportunity for
education or training.

Today, over 2 million Americans are enrolled in some 700 to 1,000 private home
study schools, One hundred and ffty-eight of these achoolx (representing 72
ownerships) are accredited, and nearly 1.5 wiilion students are enrolied with
them. Accredited schools offer some 500 different academic and vocational coursex.
These accredited schools are located in 23 States, but they enrall students from
every walk of life in every State of the U.8. and fram many forelgn countriex.
About one fitth of ali N.H.8.C. accrcidited schools are non-profit institutions.
Correspondence instruction has a4 long and successful record In American
education.

Although writing at an earlier time, John Morris has relevance to today whea
he stated that “probably more men in American history have gained the technical
phases of their trade from correspondence schools than by any other means.” An
independent April 1974 survey of full time radio and TV servicemen, for example,
n;';aled that 475 of them received their career training through correspondence
study.

From its inception. the Council insisted on high educationai standards and
ethical busineas practices. It has cooperated with State and Federsl agencies and
educational associations. To give historical perspective to the present, 1 woud
like to mention just a few examples of the Councii's activities over the past half
century.

In 1938, Dr. Noffsinger wrote the original Trade Practice Ruies for Home Study
Schools which were adopted by the Federal Trade Commission. These rules were
in effect until 1972 when they were replaced by the current Guides For Private
Vocational and Home Study Schools, Over the years, the Council has worked with
States in securing legislation to better regulate the operation of private achools
and the Council has always been willing, if called upon, to assixt Federal and
State bodies in framing meaningful and effective legislation for home study achool
regulation and control. For example, the State of Indiana and other States have
modeled their school regulatory statutes and procedures on the Commission’s
long-established standards and practices,

In the early 1050's, the need for accreditation in the private home study school
field became evident. After careful study, the N.H.8.C. established an independ-
ent, non-profit, nine-member Accrediting Commission. In 1950, after establishing
a successful record, the U.8. Commissioner of Education asproved the N.H.8.C.
Accrediting Commission as a nationaliy recognised accrediting agency. Today,
the same Commissioner of Education, Lawrence G. Derthick. Sr., sits on the
Commission, and i joined by other outstanding men auch as Herold C. Hunt,
former Under Secretary of Health, Education, 2and Welfare, who has served as
Chairman of the Commission since 1908,

The Accrediting Commission of the National Home 8tudy Council is national
in the scope of its operations and provides institutional acereditation for private
home study schools. It is unique in that eligihility for accreditation is hased
on method of instruction rather than on subjects taught or level of instruction
offeréd. Most of the accredited schools are post-secondary and career oriented,
but some achoolx offer elementary, secondary, collegiate and post-collegiate
courses,

The Commission is completely jndependent, and appiication for aceredita-
tion is made voluntarily. Commission decisions cannot be vatoed or modified by
anv other individual or group.

Nine men and women serve on the Commission. Five Commissioners represent
the public and four are executive officers of accredited achools. The Commission
i<, to our knowledee. the only recognized accrediting agency in the country with
a majority of public Commissioners, To provide additionai assurance of inde-
pendence for the Commission, the N.H 8.C. Rrlaws nrovide that no school may he
represented on the Commission and the Council's Board of Trustees at the same
time. .
The Commission hac established a set of educational and ethical atandirds
which ali schools must meet in order to heenme accredited. In addition to eduea-
tional standards. these standards require accredited schools to: enroll only
students who can be expected to henefit from the instruction : show ratisfactory
student progress and success: be honest in its advertising and promotiona] ma-
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terials ; carefuily select, train, and supervise its Seld representatives ; show ample
Saancial resources to carry out long-term obligations to students : use reasonable
tuition collection methods and have a satisfactory refund policy : demwmatrate
& satinfactory period of ethical operation.

AN schools must undergo Initial and periodic evaluatinne, with every achool
heing re-accredited at least every five years. Rchools furnish the Commission
comprehensive reportr each Fear, and the Commisslon can remove accreditation
from a school for fallure to meet the published standards.

Special reviews of schools are conducted when the owmership of the school
changes hands or when serious problems are in evidence at a school. Complaints
against schools are carefully analyzed on a continulng basis to ascertain prob-
lema, and examination reviews are promptly ordered if necesmary,

The Commission has Always hieen Intensely aware of itn role and responsibill-
ties in the area of protecting the education consumer, and the Commimsion’s ve-
sponses to the needs of consumers pre-dates the “consmmer movement” in this
country. The Accrediting Commission was one of the first agencies to adopt a .
policy for the settlement of tuition accounts. This policy is one of the most iberal
(to the student) of Itx kind. It In a performance-based policy that allows students
to receive nearly half of their tultlon hack If they dincontinue at the mid-point
of their studies. Thix policy was recoguised by Congress and included In the 1972
amendments to the G.1. Blll. v

Since 1962, accredited home study schnols have been eligible to participate in
the Guaranteed Student Loan Program administered by the Federal Government
since Congress in Its wisdom recognized that American citizens ought not to he
denied the opportunity of enrolling In the educational Institution of their choice
hecaune of 1ack of funds. The Commisslon, aware of the pomaibility of ahuse In
this program. adopted special standards and rules for home study schoc - with
students participating In the GSLP. These special standards go far beyond e
regulations and controls set up hy Congress and the Office of Fducation and have
heen the chief reason why. ax a March 1974 U.R.0.F. paper analyzing home study
school lnvolvement In the program stated: “Overall default claims for (home
study schouls) were relatively small.”

With respect to eligihility of schools for the loan program. we helleve:

1. Fach qualified stadent should have the opportunity to enroll in the achool of
hix cholce. A student who chooses to enroll In a program offered hy a quality
private vocational achaal should not be dented the chance to prepare for a hetter
lite hecaune stich achaols are ignored or excluded from eligibllity by legzislation.

2. Accreditation has proved to be a practical and workable method of identify-
lng quality schooln, and attempts to dizcredit It do not look heyond to an aiternste
system that would be more effective.

3. Accreditation should be the dasic requirement for eligihility with additienal
speciallzed requirements helng added If necessary for specialized programs,

4. An Accrediting Commission should not and cannot enforce government pro-
gram regulations. rules or procedures without the Implementing authority and
additional resources,

The fundamental concept underlying oir acerediting program Is this: does a
school meet the prescribed standards established by Its peers ax etainated in
tight of the school's stated ohjectives?

Some of the Commisslon’s accrediting practices may be of Interest and may
serve to reveal the Commisslon’s total commitment to the cause of protection
tor the education consumer In a vast. complex and often misunderstood fleld :

1. Befare a school I8 accredited approximately 400 regulatory and consumer
agencles are survesed as to the school’s reputation and husiness practicen. The
Veterans Administration, the Postal Service, the Federal Trede Commission. the .
U.R.0.F.. state departments of education, Better Business Buireaus and consumer |
protection agencies are Included In these sitrveys.

2, Inpiit from government at all levels and other sourees is continually sought in
order to Improve and upgrade the standards, the field, and the Comminsion.

8. The Cemmisston has a formal complaint procedure and a student dirsatisfied
with his experience with a school may use our office to resolve his complaint.

Recently. we have heard many sweeping generalizations ahont the defranding of
consumers by vocatlonal schoolx. and the facts we have heen able to gather on
this area are enlightening $

Tast vear, the N.H.8.C. recelved Iy 200 complaints from students enrolled
in hoth accredited and wnacered’s  schoels. Thiz figure represents complaints
from only one student out of ¢.. 000 who enroll in home study schools. An
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anaiysis of compluints received shiows that well over half involved dissatistaction
with the mail service and posting of accounts while less than one tenth involved
allegations of fruvnd or misrepeesentation and even fewer related to educational
programs and service. Of the more than 300,000 veterans and secvicemen enrolled
with home study schools, the N.IH.2.C. received complaints from only one out of
every 10.000 \¢terans enrolled. Every effort is made to find an equitable solution
to a complaint, and virtually all xtudent complaints are resolved to the student’s
aatistaction. It is also our experience that students do not and have not com-
plained about the faiiure “to et & job™ after completing their training, yet the
otwexsion by some regulators for completion and placettient “data” is ail too evi-
dent. In howe study. completion of & course is uot an absolute in order for a
student to derive genuine xatisfaction or achleve kis personai career oljectiven.
Home study is an independent method of study well suited for individuals with
bersenal goalx, and statistles on completion can never tell the whoale atory.

It way widely reported by certain Federal agency officiala that vocational achools
are the number o complaint probletn with the Council of Better Business Bu-
reaus, and when we attempted to document the charge we did not find any support
for it. Xuch sweeping generalizations damage the reputation of our achools and
do a great injuctice to them.

Now | wauld Jike to turn to the day-hy-day work of our Commission. In ear-
rying ant the acerediting program, the Commizsion mukes use of qualified peer
evaluators who visit ~choolx and tile detalled reports, Last year 30 accrediting
vizits were minde to scliolx wnd more than 1225 NIL8.GC. school st membern
were imvolved as members of examining commitieen, In the past two years, 40
Federal and State « Melaiz served nx Olseevers with vixiting tenms und virtually
all of them eapressed thelr satisfaction witls the process, The suggestions offered
by these Ohservers recelve careful consideration and oftentimes improvements
in the nceraditing process pesnlt from this cooperative lnterchange. Each conrse
of every school iz reviewed by outside, independent subject-matter specialists,
and 270 sueh reviews were conducted In the past 2 veurs, In considering the
2 xcliosl ownerships involved, the Conuls<on has been extremely vigilant in
“posticing® it standards,

The ultimate “weapen™ the Conmission has to enforce fts standapds ix the
removal of acereditation, nnd in the past (hree Years acereditation was fer-
minated for 15 institutions, or 19 percont of all nceredited sehools, Among the
sehinols Tosing acereditation was one with an enrollment exXeecding 100000 xty.
donts. Nhort of removal of acereditation. however, the Commission has wigely
used aecrediting standards (o enforee voluntary complisuee and bring ubout
literally hundrads of changes in school practices, all in the Interest of iniproving
schiools and helping <tidents,

Acereditation is not easily achieved. Our statistics show that in recent yvears
about one third of the schoolx applying for accreditation have received it and
less than one tenth of il eligible home study schools sre presently neeredited.

e process procedures have had an effect on the work of the Commission in
recent yeurs, and while the Commission makes every effort to nrotect consumers
from sub-standard practices and institntions, due process rijes legally agreed
upott by the U.R.OE. have resulted in a system which somethmes allows a schoal
@ period of siv months or more of acereditation while the “ren.oval” machinesy
grind< away, Some of the concerns fucing all acerediting agencles taday involve
expensive and time-consaming legnl setions due to adverse decisions, charges
of anti-trust violations amd restraint of tende allegations levelled agninst ne-
erediting agencies by sehools, clase setion sults by xehiool emplovees and students,
atd a1 hast of othet potential lezal nightmares in’which acerediting agencies have
beeome enmeshied. The atinospliere of legalistic hattle seemis to face ux at every
thrsl,

Fawt somewhere in the due pre-esz jungle is the original concept of acereditn-
tion : volnntary adherence to hizh standards ns determined by one’s heers with
a elear mandate for cantinuing improvement,

Duriig thic time e NILS C. and its A rediting ¢ ommiesion, sometimes act-
Iniz alone, have attempted to improve services to s~hoals, the public and students.
Kome of our more recent actions have been .

1. Adaption of new policies, procedures and standards In the area of financlal
<tability, the contenl of field sales staff, participation In the Federal loan pro-
gram. and combination home study and resident programs,

2. Adeption of policies that allow all persons and organizations to have mean-
ingful input into acerediting standards.
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3. The N.ALS.C. submitted a proposal to the Fund for the Improvement of
Postsecondary Eduention to develop a nationally available home study course in
effective methwds of correspondence education so that all schools could le
improved. No college or university in the country offers such a program. The need
ix critical. Unfortnnately, this proposal was not funded for reasons which
have not been revealed to ns. Unfortnnately, this has made it seem that some-
thmes government apparently feels more comfortable as a critic rather than as a
patron of our educational method,

The acerediting system we have developed continues to serve the students,
the publie and schools well. As Dr. Frank Iickey of the National Commixsion
on Accrediting has stated, “Accreditation is accountability for stewardship of
a publie trust and is another manifestation of the fundamental precept of democ-
riaey s liberty under law or freedom circumseribed by self-imposed restraints,”

We believe that our system of acereditation has worked well over the years,
sometimes in cooperation with government, and at other times without govern-
ment help. We also believe that voluntary complinnee and self-regulation have
worked to the advantage of the public far better than arbitrary, legalistic,
unwieldy, and restrictive legislation imposed by regulators who do not seem to
care about the harm done to fature generations of students who may he denied
a chanee for educational advancement, Peer evaluation has worked far better
than bureaueratic paper shuffling. Acerediting agencies such as ours have been
dmng their job largely without the help, support or encouragement of govern-
ment, and yet the need for greater cooperation and support is needed if present
problems are to be resolved, We ask our erities today—what trees have you
planted? How many thousands of men and women who have been *written off”
by traditional edueation are being tranined in private schools today? Are the
generalized charges against our schools so frequently voiced today based on
fact—or on personal binses?

In closing, I would like to quete Dr, Noffsinger's landmark study of corre-
spondence schools written nearly 50 years ago &

“No metter how alluring the ad«ertising and how resourceful the salesman-
ship, the correspondencre schools cot 1 not get 1,500,000 new students every year
untess some dentand for suech instruction existed. The correspondence school may
meet the need badly, but it meets it and no other agency does. The fact is that
vast numbers of the American people are unprepared to earn their livelihood.
They find themeelves with the responsibilities of maturity and at the same time
lacking the necessary training to hetter themselves materially, They eannot go
baek to school ; they must seek training elsewhere.

*The public educational system does not provide it except in certain larger
centers; they must look elsewhere. The correspondence school goes out to them.,
If some of the time or most of the time it exploits, it at least is the only oppor-
tunity offered them. If the private correspondence school is fhadequate, the
responsibility devolves on the nation to provide a more adequate ageney or to
take steps to ensnre the improvement of the private correspondence sehool.”

Our schools have trained million of Americons for more fruitful lives, and
we have worked for many years to improve these schools. We welcome yvour
suggestions for improvement and we look to you for advice and support. Work-
ing together, we can look forward to another 50 years of excellence in education
hy correspondence study,

Narovar HoMe STreny CoUrNcrr, STANVDARDS FOR CORRESPONDFN(E Retootrs Wit
STUDENTS LNROLLFD UNDER 11IE GUARANTELD STUDENT LoaN PPROGRAM

Schools aceredited by the Accrediting Commission of the N.ILN.C. may partici-
sate under the Guaranteed Stndent Loan Program

s In accordance with the provisions set forth in Title 1V, Part I3 of the HHigher
fducation Aet of 1965 as amended and the regnlations promulanted thereunder
by the United States Office of Education of the Department of Health, Education,
and Welfare: and

b. Subject to the Standards of the Accrediting Commission of the N.ILS.C\,
and these special Xtandards. These Standards apply to schools enrolling stu-
dents under the Gnaranteed Lean Program whether the loan has been made
by a third party lender or by the school acting as an eligible lender.

1. A person who applies “or a Guaranteed Student Loan at the time of appli-
ention for enrollment is a Guaranteed Student Loan applicant, The school has
the right to begin servicing the Guaranteed Student Loan applicant in accordance

with its usual practice.
234
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2. A Guaranteed Student Loan applicant must meet the same acceptance
requirements as any other applicant.

3. A Guaranteed Student Loan applicant becomes a Gnaranteed Student Loan
student upon receiving notitication from the lender that his loan huas been
approved by the Department of Health, Edueation, and Welfare.

4. \ Guaranteed Student Loan applicant, upon notification of the disapproval
of his application for such a loan, shall receive an automatic cancellation of
his contract from the school with no hnancial obligation on the part of the
applicant and an immediate refnnd of any monies paid to the sche « under this
enrollment contract.

3. The amount of the loan to a student enrolled in a course that dees not
include required terminal resident training shall not exceed the cash price for
the conrse less the down payment, The cost of loan insurance and state and local
taxes may not be included as a part of the loan,

6. A loan to a student enrolled in a course with required resident training will
be made in accordance with Standard 3, but the amount may also include reason-
able expenses for the regnired resident training. In such event lonns must be
mide in two separate increments with the disbursement of the amount for such
resident training expenses being made only at the time the student reports to
the school to begin the resident portion of the course,

7. The school must establish a required minimum down payment for each
course. The school may service the Guaranteed Student Loan applicant and may
process a loan application only after receipt from the student of at least the
suin of money required as the minimum down payment.

8. The school must require that the applicant, at time of application, acknowl-
edge to the school in iwriting that he understands he has applied for a Guaran-
teed Student Loan and, if the loan is made, he is obligated to repay the loan.

9.\t the time of enrollment, the school must obtain the following anthorization
certificate from the student applying for a Guaranteed Student Loan.

AUTHORIZATION CERTIFICATE FUR GUARANTEED STUDENT LOAN PROGRAM

........................ 10

1 hereby authorize and direct the ____________________ ______ " (len-
der) to pay tl;e proceeds of my loan evidenced by n note dated __________________
______ for § e 80 e

(school) in full payment for my tuition and charges for my course. Any refund
which may be due me shall be sent by the school to the lender and applied
against the then outstanding principal balance,
(Signature) . .
(student)

10. Where an eligible school acting as a lender or arranging a Guaranteed Loan
on behnlf of the student receives the proceeds of the loan directly from the
lender, any refund due the student must be paid by the school in accordance with
N ILR.C. Standards directly to the lender to be applied against the ontstanding
loan balance.

11 An eligible school may make loans only to students enrolled in its own
home study eourses,

2. No cluim shall be made to the Federal Government under the guarantee pro-
vision for a° amount of unpiid principal balance that exceeds the amount of
the loan as this amount is finally determined under the terms of the sehool's
Cancellation and Settlement Policy, less that school’s established percentage of
uncollectable valne for non-lonn student contracts.

13. Schools participating in the Guaranteed Student Loan Program will refer
to such participation in any common media advertising only in the following
manner: "Eligible Institution Under the Guaranteed Student Loan Program.”

. 14, In administering this program, a school must use the forms required by the
I"8.0F. and the Accrediting Commission and make perindic reports on p'roce-
dures, loansg, repayment and claims as required by the Commission.

Mr. ITrexs. Mr, Pritchard, do you have any questions?
Mr. Prrrcinaro, Tet me sort of start this way with both of yvou
gentlemen, particularly Mr. Fowler. )
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What do you think the cause, von know, of all these articles that
have appeared, I guess yon would say the publicity that has sur-
rounded the schools. Whnt's caused this? )

Mr. Fowrkr, I think that there are several causes for this. I think
that there are some problems and there are some examples that are
not good in terms of individual students who have had unfortunate
experiences with schools. This is not just with home study schools, but
with private vocational schools that are residential schools, and even
public schools, partienlarly publie vocational schools. Education is an
area of consumer concern, and I believe that consmner agencies know
this, For the past 20 years we hnve had a great interest in edneation in
the United States, and sinee this is something that atfects people very
personally, and the money they spend for their edvcation and their
children’s education is important to them. T think that it is an arca of
high consumer interest. Examples of difficulties students have had
with schools do come occasionally to the attention of Government
agencies, newspapers through action lines, and so forth, and I think
that this is an area that the news media recognize as being one with
high reader interest.

I also believe that with the expenditure of Federal funds and the
aid given to stndents through various Kinds of edneational assistanee
programs, there is a concern with how Government money is spent, I
think this is particularly true with the Veterans' Administration at
the present time. All of these have ereated a special interest on the
part of the Federal Trade Commiission and on the part of newspaper
reporters, A

Wo have been interested and concerned also, and we have asked onr-
selves the same questions von have asked and we have tried to analyze
the matter. In the field of correspondence education, are there basic
reasons that these things arve happening? That this bad publicity is
oceurrimy?

Verv frankly, based on the number of complaints and based on the
documentation we have been able to have people provide ns, we feel
there is no basis for widespread concern, There are isolated problems,
there are bad examples, but there are not large numbers of students
who are dissatisfied.

Mr. Prircriarn. In other words, the thrust of your testimony would
be that this thing, this hasu’t been an accurate picture, that it’s really
been blown ont of proportion.

Mr. Fowrrr. I think in terms of the overall seriousness of the situa-
tion, it is not an accurate picture, in terms of isolated problems, yes,
there are and these certainly should be taken care of.,

Mr, Ihics. What is the trend compared with a year ago or 2 years
ago? .

Mr. Fowner. The trend that we have from accredited schools is
certainly down. I wonld say that the complaints we had in the last 2
years are probably only abont two-thirds of what they were 2 years ago,

Mr. Hicks. ITow about yon, Mr. Goddard ? )

Mr. Gopparp. I would say that to answer the broad question would
be somewhat more involved, but our ratio of complainis in relation to
the number of stude® ts we serve has definitely declined in the last 2 or
3 years,
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To get to the broader issue, T think the reason for some of the bad
publicity would be the natural interest, public interest in the growth
and the eurrent respectability of carcer education.

Mr. Hicks. Did you say you had a hundred and some thousand
students?

Mr. Gonparp. Yes. sir.

Mr. Hicks. And how many students would you say you have, Mr.
Fowler?

Mr. Fowrer. n accredited correspondence schools, probably a
million and a quarter.

Mr. Prirciiarp. Now. you said that almost 20 percent, you've taken
away acereditation from 20 pereewnt of your schools ?

Mr. Fowrer. Yes.in the last 3 years. )

Mr. Prerenarn. 1 think that is a rather substantial number of your
membership to be knocked out.

Either yvour standards are so high or vou have an effective way of
measiring complaints. There is something a little out of whack here.
Twenty percent of the schools that you have aceredited, you've
removed the acereditation ?

Mr. Fawrrr. Yes. and I think T have a comment that will probably
surprise vou. I would =ay that these schosls that have had acereditation
terminated or have lost acereditation for one reason or another. repre-
sent only a very small fraction of the complaints that we reecived.

The acereditation was taken away or the schools lost accreditation
for other reasons than complaints.

Mr, Purvcrarn, Yes.

Mr, Fowrir. Financial stability. change of management and owner-
ship. and concerns of that kind. One of the reasons that complaints
have declined. in my opinion, is the emiphasis that we have and the
Government agencies have placed on the handling of complaints.

Our acerediting process 15 particnlarly concerned with the proce-
dnre a school has for handling complaints, When T sav we have had
only 300 complaints, T do not niean to imply that we don’t take com-
plaint< <erionsly, or that we minimize their importance, We feel that
il cornplaint comes to our oflices it's a =erions complaint. becanse in
almost every case the school has already had an opportunity to resolve
that complaint, )

If he's nnhappy. the first place a student complains is to the sehool,
s onre acerediting process is geared to having the sehool have a proce-
dures have pelicies that allow equitable handling of complaints in a
rontine way, <o that the complamés don’t have to be taken to other
ageencies. We have plaeed a heavy epiphasi on this in the past ceveral
searaand Taddnk the reduction m complaints has really been a result,
m «ood part, of this,

Me, Prrrernamn. We have one other little matter that's going on here
in the Coneress, It secms the Members on one gide of the aisle, at least,
are going to be lmving a mecting, T'm not so sure that complaints are
a proper messure, anyimore than [ helieve that mail isa proper measure
forme tobe concerned with a problem.

I think tliat we all know that eertain things ereate a Int of mail and
~ome thing< don’ts and people that @o to voeational schoaols, T'm not
sure that this is a proper measure. I don’t think this is the way that,

[ X4
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at least in my opinion, you measure how good a job is being done, on
the number of complaints.

I think that when you take 20 percent of your schouls and knock ot
acereditation, I think that can be viewed two ways, either that you
are doing a splendid job of being tongh with your members, or that
bad practices are running rampant in your membership because T
think that that is a very high number of aceredited schools. These
are not ones that are coming up. these are ones that have already been
aceredited, and the faet is that ¥ think this is goed,

I guess what we're looking for—I'm satisfied myself that there are
a great number of problems. and that you are dealing in a difficult era
and area, and one of the great problems we have. many people get into
these schools, whether it's false advertising or whether they have not
read it carefully, or they come in with preconceived ideas, but for one
reason or another von don't get really the proper cadidate in the
right spot so that it is not a good fit.

Now, e may have taken the conrse because he wasn't very smart
about how he got it or he read it in the paper, the advertising was very
proper, but he came t  some false conelnsions of what it would offer,
and after lie got halfway into it. he realized it was not really what he
wanted to do. )

He doesn’t complain, he doesn’t write. Ile just says, well, it’s a bad
experienee, )

Mr. Fowrer. Onr acerediting standards have tried to take this into
account. and in the standards it does require that a school have—-—

Mr. Priteiarn. I see, von enroll only students who can be expected
to benefit from the instruction.

Mr. Fowrer, That is correct, ) )

Now:. this is done in several ways, keeping in mind also that we are as
interested, probably more interested than most other edueational insti-
{utions. in having an open enrollment policy becanse home study is a
second chance opportunity for a lot of people. and if yon are too selec-
tive. vou may rule ont people who would have an opportunity if they
took the course,

We do not enconrage schools to have entrance examinations, as too
often that approach is more of a sales technigue than it is a tool for
assessing skill or talent, )

Mr. Prrremann, T von draw, yvou can paint a masterpiece picture.

Mr. Fowrer. That's right, so we place more emphasis on whether or
not & <tudent is able to progress through the early lessons. and a school
oives speeinl attention to the student’s progress throngh the early
lessons, As an example of the conerete action that onr organization has
taken. 215 vears ago. we adopted a cancellation and settlement policy
that requires the school to cancel a student’s enrollment and make re-
fund to the student if he does not submit a lesson for a 90-dav period
during the first. 6 months of his enrollment, This provision is designed
to take care of these people von are talking about. Students that enroll.
and find the course too hard. or find it is something different than thev
thoueht that it was. just quit. They don't take any more lessons, This
provision in onr cancellation and settlement policy is desigued to take
care of those people and not penalize them., )

Mr. Prrrcnann, And you would have that in yvour membership.

Q
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Mr. Fowrr. We do have that; it’s required as a minimum policy
for all schools: but many schools have a more liberal policy. I men-
tioned, that was written into the GI bill amendments a year ago.

Mr. Prircuarn. I see,

Mr. Enruici. We might point out for aceuracy. that Congress did
not write in that part of the policy dealing with cancellation in the first
6 months. That provision is only in our policy. The Government did
not write that policy in.

Mr. Prarenago. 1T understand that.

Your're dealing with a correspondence school. Let me just tell yon
a for instance, I had a lady working for me. Her husband took an ac-
counting course. Ie took the whole course: it tock him years to get
through it. ITe went down and passed the examination and then found
out that in our State, the State of Washington, he could not be admit-
ted heeause the school was not approved.

Now, I suppose somebody should have checked. he should have
checked. but he just assumed that when his correspondence course said.
vou know. something about if I take this course and I pass our State
exam, and they said. yes. von can pass the State exam, but they did not
gay, of course, it wouldn’t apply because we don’t recognize out-of-
State correspondence schools.

Now, to me that's a responsibility of the school to tell anybody, and
this happened in La Salle School. T think they had an obligation to tell
the fellow. vou're in the State of Washington and yon can pass our
course but vou have to move to some other State, which he did—he
had to move to California.

Now. do you have anything that takes care of that ?

Mr. Fowrer. Yes. This is a problem because changing Government
or State rules and regulations for CPA examinations, real estate li-
censing, and even in some eases, automobile mechanic examinations.
have beeome more prevalent, and correspondence courses do take some-
times 2 or 3 vears to complete. Reacting to this problem, about 215
vears ago our acerediting ageney adopted a standard which does re-
quire the school to provide the student in a given State, the specific
licensing requirements for that State prior to enrollment,

This concern existed for the La Salle law course also. Only Cali-
fornir and Oregon. I believe. allowed the graduate to sit for the bar
exanmation. Now. very speetfically our standards require that if there
is a heensing requirement, whether for a plumber. a data processing
man. an acconntant, or whatever, 1t is the school’s responsibility to
advise hinvif he is loeated ina given Stite, of that State’s requirement,

Mr. Prirciisgn. Now. what percentage of the schools, correspondence
<chool< are aceredited ?

Mr. Fowrrr. It is hard to say because we really don’t know, I don't
believe snyvone knows how many correspondence schools there are,

Me, Prrrennan, What is vour best rough estimate?
~ Mr Fowere We have about 700 correspondence schools on our mail-
ing list, and <ome say there are as many as 1.000. One handred and
fiftv of them aceredited.,

We estimate that about 73 to 80 pereent of the students enrolled in
private correspondence schools are enrolled in aceredited schools. Only
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a small pereentage of ~chools are aceredited, but they do represent the
majority of students,

Mr. Prircmarp. So the more substantial, larger schools are
accredited ?

Mr, Fowrre, Yes,

My, Prrrertarn, And the smaller ones are not

Mr: Fowen, Yes.

Mr, Prrrenarn. And these are where most of the problems come
from.aren’t they?

Mr. Fowrrr. I wounld say that there are some problems across the
hoard.but most of the flagrant abuses, the frandulent advertising, the
diploma mills.are in these other 530 sehools, yes.

Mr. Prrreinarn, If you were sitting in our slot here and trving to
do something to eurh these abuses, how would you get at these non-
aceredited schonls?

Me. Fowrre. There are a counle of things T wonld do.

My Goddard and Mr. Ehelich sat with a group of people from the
Fdneation Commission of the States. that wrote model logislation for
States to adopr; There are only some 35 States that have legislation at
the present tine. T helieve the U.S. Congress conld very legitimately
and straightforwardly recommend to States that they adopt good
legri=lation,,

My, Prerctann, Ave come of these States hetter than others,

Mr, Fownrr, Fvery State that has legislation, has legislition that's
ditferent from every other State?

Mr. Prevarnsen, Conld you name two or three that von wonld prefer?

Mr, Fownrr T wonld say that the States that we find to Te wmost
effective are Indinna—Ohio is very effective, Tlinois is quite effective,
California is particularly effective, Pennsylvania is effeetive,

There are some States that have no Taws or vegulations whatzoever,

Mr, Fonvren My, Pritehard. ean T hiteh-lhike on thix o little hit?
Botli of these groups historically have tried to go to the variens States
and work for good State legislation. There are two prohlems involved.
As Mr. Goddard pointed ont, he was o member of a task foree for the
Fdneation Commission of the States, and T'm listed asa legal conuselor,

I was only a legal consultant and helped to write the hill. There
are two problems mvolved in this legislation, One is the development
of good legi-lation itself. Unfortunately, many States have poor laws,
as =evera] witnesses stated.

The second problem is that we need good people to administer the
law, There are usually not enongh funds given to the people in the
States to properly administer the law,

Welse heard that in some States they have as little as 81000 or
$2.000 per year to do the job, which makes it impossible to do an
appropriate joh. What we try to do is to visit the States and try to
worlk with them and help then.

In an effort to save money, they even participate as observers on
onr acerediting teams, so they ean got the benefit of the acerediting
process, We develop proposed ehanges and modifications in their laws.
We have even offered our help to the States of Washington, and T
understand T am heing invited to come to Washington within the next
few months to help them in their next legislative session. They are de-
veloping new legislation based upon the Edueational Comuiission of
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the State’s model bill. and my job then will be to try to help them to
develop the best piece of legislation for the State. We provide this
help at no cost to the State becanse we realize that since accreditation
is a voluntary process, it means that there are a large number of insti-
tutions that will never go through the process, and that there needs to
be good legislation and good regulations in each State.

Mr. Prereiarn, 1 agree with that, and 1 think we have to come up
with some leverage so that it makes it advantageous for a State to
move because certainly yon people can only work on those people
that are members of your association and tfle tougher you get, and
the smaller the circle, and the more you leave them out, and you can
say, well, it is just self-defeating, and we are always preaching to the
choir in this business.

Mr., FowrLer. Right.

Mr, Ensricn, That's correct. ] ) )

'The basic question that yon have raised is what is needed to cor-
rect these programs. It is our feeling that Congress has written good
legrislation. This legislation has not been properly implemented.

The legislation really entails three elements, and how well those
three elements are carried out makes a difference in the legislation.

One, there must be a sirong State agency developed to license
schools, to provide for this first approval. As we have pointed ont.
there are many good examples of where it exists today. If this were
true in all States, we would be very pleased. We really feel this is
necessary.

The second thing-—and this is where accreditation comes in for
the greatest part—is quality of education—we do a superb job in
this area.

The third element is the Federal Government and the need for the
Government to take action on those who may be in violation of the
law. In our judgment. this third element, the Federal Government,
has not earried out its responsibilitics.

Aceerediting ageneies have found themselves in the position, and
its not a very good position to be in. of having to enforee the law
and to make up for the lack of enforcement in some States, as well
as the lack of enforcement by the Federal Government.

Acerediting agereies ave not a cure-all for everything, We don't
have ope-stop remedy serviees. We can do a great deal to remedy
abu<es. and we have extended our role to do much more than was
ever contemplated. Aecreditation evaluates the edueational program.
but we have gone bevond that te business standards which cover every
aspeet, including advertising of the school. In the case of home study
we have a separate set of standards for <chools engaged in the loan
program that wo way above and bevond anything that the Federal
Govermnent has developed. So we are, in essence. regalating home
study <chools under the gnaranteed loan programs.

We're doing the regulating but this <henld not be our role.

Mr. Prercsnaen, That i< not vour true function.

Mr, Evvncn, It is not our true funetion,

M Perrcnin, T othink we ean continue to work on the abuses,

and we can keep talking, What T would like to <ce is some etfoctive

way of getting some solutions in this avea,
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Mr. Ennuicn. Well, we would support the development of an effec-
tive solution in this area. We think we can help the committee in
doing this because if we had the three areas doing their jobs——

Mr, Fowrer. And cooperating together.

Mr. Ennuicn, And cooperating with each ot ... we wonld b» able
to «olve the problews,

Mr. Prirerarn. Welll tell me, one of you, why don’t we have more
cooperation? Is there sowe inherent mistake, you hnow, is it some-
thing underlying, is it & matter of personalities, or is it just the
usual overlap of government. or what?

Mr. Fowrer. 1 think it is some of all of those things. plus the fact
that there is not a clear understanding of what is expected in each case.
For example, our acerediting ageney says in order to be aceredited, the
schiool mmst legally be established in the State.

I a State doesn’t even have any ruies or regulations or a licensing
Iaw, then there’s no foundation npon which to start in terms of coop-
evation with the State. For instance, take the State of Missonri. when
we write to the man there responsible for approval of a school for the
training of veterans. he says 1 have no opinion on the school other than
the VL area beeanse we hiave no other responsibility under the law : we
have no law in Missouri to regmlate schools. I think that a basic
nnderstanding of what each of the various agencies is responsible for
wonld be very helpful.

Mr. Gobparn, Theres also another problemn here, and that is of
conrse that each ageney views itself as an entity within itself.

Mr, Prircinanp. That's not new.

Mre. Enreiemn. That's not new. That is as old as the hills.

My, Hicks. There should be interagency committees or cooperation.

Me. Enreicn. Yon have noted. in the testimony given bv the
aentlemen here, we have stressed the fact that in the acereditation or
reacereditation process, an effort is inade by the acerediting agencies to
determine from every ageney what information they can give us.

We believe that if we could reccive information from other agencies
and share the problem without the question of whose jurisdiction it is.
we could get the problem solved, We ean doit,

For example, when yon talk ahout student complaints, accrediting
agencies can move nmuch faster than say any other ageney. With the
Federal Trade Commission. where a long process is involved. student
problems require a quicker answer. and we feel that regardless of
whoether it be onrselves or the States. or the Federal Government,
if we have this kind of a eooperative sitnation, then whoever can do
the job hetter and faster wonld have the opportunity to get the job
done.

Mr., Hrewrs, Mr. Pritchard advises me that he asked a gnestion that
T was interested in, that althongh correspondence sehnols represent
le<s than a tenth of proprictary sehiools. they hold two-thivds of the
students. What about the statement that today 85 percent of the pro-
prietarvics are owned by well-known corporations sueh as Bell and
Howell. Contrel Data, and <o on!?

Mo, Prrrenaen. Is that trne !

Mr. Gonparn, No, not in that context. Tt wonldn't be true: 85 per-
cent of the schools might be incorporated, bat certainly not owned by
mijor corporations or conglomerates. or anything like that
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Mr. Luwas, That was in Mr, Wilms' paper, incidentally.

Mr. Govparp, Yes. It may be that it was referring to a mumber of
students, or some other criterion. but it’s certainly not true that 85
pereent of our industry is owned by major corporations.

My, Hhiexs, Let me ask you this, What percentage of your income
has some connsction with the Federal Government, whether it is a
gnaranteed lom grant o1 whatever ¢

Mr. Gopnaep, In the total private trade and technieal school indus-
try. it would be quite small. It would be. T would have to guess, 25, 30
pereent,

Mr. Hhicws What about the correspondence schools?

Mr, Gopnage, Tt would be the same. mayhe less.

Mr. Thers The Government may nof have much leverage there,

My, Gonoagn, That's correct.

Mr, Thess Mr. Luman /

Mr. Levas, Arven't some of the largest lenders two or three of the
big covrespondence schools?

M Fowrie Yes, and some of the institations with the largest num-
ber of studeats participatmg in the loan program ave correspondence
=chiools,

My, Ly wax, Soin those big schools you wonld have a rather high
pereentage of suaranteed shiudent loans to stidents.,

Mr. Fownrn, Yes, and in some cases the same sehools would also
havea high pereentage of veterans, but the question I thonght was the
overall correspondence school field. It you take selected schools, some
~chools may have more than half of their students that are veterans.
Many schoolx, for mstance, T would say the average school in the Na-
tional Home Study Couneil has less than 10 percent vetevans. That's
all.

Mr. Famvien, We jnst checked this. Only about 11 or 12 of the
aceredited home study schools participate in the loan program.

My, La sax. But aren’t those some of the biggest schools ¢

Mr. Fownie. Yes,

Mr, Kurvicir. The biggest ones in the program are aceredited home
study schools.

Mr. Lustan. T have a question about the default claims. We've talked
about those this morning, and Mr. Fowler’s statement says overall
default claiis for home study schools are relatively “maltl—he's citing
a USOE paper, and I understand that is true. but concern has been
expressed about the Government's liability at the schools which are
lenders. who have made the loans, and have not gone to the Govern-
ment if theve hove been defaults, only m cases of bankruptey or death,
generally, )

The question 1s raised that the Government is still on that paper.
Couldu’t the school next week change its poliey, and walk into the
(Giovernment and say all of these loans are in default, you guaranteed
the money, we want the money ?

My, Fowrrg The answer is ves, but not retain acereditation. hecause
the standards that Mr, IEhrhich meutioned and [ mentioned earliar
preelude a sehool from making those claims hevond what it would
normally claim for any average student that is not under the loan
prograni,
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Mr. Enruicu. Mr, Luman, as I previously pointed out, this is a clear
example of how an accrediting agency faces a responsibility over and
above what it should take, and develops rules and regulations that
go way beyond what has been (lcvelo])eA by the Federal Government.

“In other words, the built-in protection 1s the standards of the Na-
tional Home Study Council.

Mr. Luaax. But if you were to change, do you have any estimate
of how much acerued fiability the Government is confronting in the
home study field ?

I, tor example, one of the schools, or three or four of them just
suddenly decided they are not going to play ball anymore, they are
going to take this paper over to the Government and say. “you guar-
anteed the loans, and they haven't been paid, we have been trying to
colleet them. we can’t, We want our money.” What sum are we talking
about ¢ ) ) )

Mr. Fowrer. Without doing some figuring, I couldn’t give you
any.

Mr. Enuenar I don't feel this is a realistic problem because if a
school is committed to and has worked in connection with one of these
Government programs, they are unlikely to change their pattern of
operation overnight. If they change their pattern they wonld still have
to comply with our rules under the guaranteed loan program since
they would still be aceredited. If they violated our standasds, I ean
assure you the proper steps would be taken by the accrediting
comunission.

Mr. Luyan. But you do admit that there is a sizable outstanding
liability that is balanced here?

My, Enreacn., 1 don't know whether there is a sizabl- outstanding
lability, There are three major schools who have work 1in the pro-
gram and have done so in a responsible manner. T beiieve that the
entire home study industry demonstrated how responsible they can
be under the Government program when they developed appropriate
standards governing themselves.

I think that the industry’s action has benefited the program and
should be complimented, rather than concern expressed about their
participation.

Mr. Loaan. So long as they hold back, I agree with you,

Mr, Enrexcwa OK.

Mr, Loyan. Mr. Goddard. the study yon cited—the Delitsky
study—included these phrases: *If the students do not get satisfactory
jobs the schools quickly lose their appeal.” and *“the scl.vols are char-
acterized by limited objectives and programs, single-purpose orga-
nizations to prepare students for succes=ful employment.™

Now. I think from what we have learned that is a fair characteriza-
tion of the schools. I'm puzzled somewhat by the statement in Mr,
Fowler's presentation. that “the concern by some regulators for com-
pletion and placement ‘data’ is all too evident,” as if somehow when
the schools are admittedly for the purpose of training for employ-
ment. it is not proper for Government regulators to be concerned
about it.

Can you tell me why the student shouldn’t be told when he talks to
a representative of the school. what the school’s placement record is
and what its dropout rate is?
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Isn't that information that is useful for him to know to determine
whether he wants to tuke the course ¢ . ]

Mr. Fowikr. There's certainly a vast difference of opinion on this
snbject beeause it has been the position of the Federal Trade Com-
mission that schools should provide this information. In discussing
the matter and in philosophizing abont it, I think that there are
gevernl things that ean be said.,

Home study education, correspondence edueation, is for, in many
cases, people who have had a bad experience with other edneational
sastems, I yvou ean enroll someone and he eon be suceessful, if you
have one in fonr that is successful under these cirenmstances, isn't that
wonderful £ Why would you ereate more problems for him. or give him
more roadblocks to dizcourage him from taking advantage of a worth-
while educational opportunity !

Mr. Losas, You know, yon have to be very eareful when vou with-
hold information from someone for their own gomd. which is sort of
what vou ave saving here. Why shouldn’t he be told, it's one in four,
if that is what it 1s?

Mr, Fowrer, Well. T think he could. Youn conld use many examples
of the same kind of thirg. When you go to a doctor, should he have to
tell vou how many patients he treated last year died

[ think there are a lot of analogies that conld he made, but Imsi}-nlly,
let me say that I believe. that T don’t think that even if this informa-
tion was provided, that it would serve cither as a deterrent or an in-
centive for very many students,

I think most students are already pretty well inspired with the idea
that, “ves. T can be wuecessful in this area.” You have de.« a lot of
research, Yon know that the negative selling technigue is used, and if
negative selling can be used effectively. it can be used with this kind of
statistice, o

Mr. Luatax. Well, if that's the case and it is not zoing to have much
impact. then why object to doing it 2

Mr. Fowrer. For the few students it might disconrage. this would
he unfortunate, )

Mr. Euenern In home study. a great many students got what they
need after a number of lessons and never complete the program. One
of the things we do, is try very hard to help the student. as this may
be the Iast chanee of a particular stadent to got an education. We are
trving very hard to enconrage him, )

Home study requires diseipline of the individual, Those of us who
weut to resident school did’t have to worry as mueh about that.

Now. if we can got that student to beain a progran, get him started,
et him studying, got him to a position where he gots the henefits of
the program. whether it be the whole conrse or half the conrse. then we
have made a contribution. It is sometimes very diffenlt to keep him
studying hecause of family problems or other involvenents, which 1
ansure vou are aware of.

Mr. Lesas, Tagree with all of that, but looking at yonr standands,
for example, yon have a fine standard that yon ean envoll only students
that can be expected to benefit from the instrnetion, Now, that has its
pull in the o‘)pmin- direetion if you are employing salesten who make
their livinge by selling courses to ~tudents. .\ salesman hus that in his
Liead. and he al<o has the fact that he wants to make his living at it.
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I should think that we conld provide the student this undditional
information. 1€ the primary purpose of taking these courses, not for
everyene, but for most people, is to prepare for successful employment.
then why shouldn’t he know of the track record of the school ¢

Mr. Enriacn. Well, My, Luman, theve is also another factor. There
are a great many students under the G1 bitl and under the loan pro-
gram, but most of the students in home study are vot under these
programs. There is a reason for it. In some of these programs, people
are not taking a home study course for a job.

Some of the students cnvoll for avoeational and reercational pur-
poses. Therefore, they are not eligible to come under these other
programs, but when you would start talking abont a figure, vou would
normally then have to include those who were taking it for'z purpose
as well as y purpose, and there you start gotting into some figures which
are not really valid figures for the particular person.

If we could ever determine which students took the course for what
reason, then you might have some valid statistics, but that's very difli-
cult to do beeanse students don’t always tell vou why they are taking
n course,

Mr. Lusas., T would assume though, if you had a course, hut only
half of the g-nduates obtained employment in the field, becanse a num-
her of them took it for avecational purposes, they wanted to he able
to fix their own ear, they dor’t eave about working as a mechanie, then
the intlow of future students onght to be in about the same ratio. Those
who didn’t eare to get a job would not be dissunded by the percent
placement, wonld they?

Mr. Ensac, Well, our main problem is when vou try to follow up
on these things, to get the student to tell vou, He's always concerned
that if he gives you information, yon mght be wanting to use this
for some purpose, and many times it is hard to get the information
from the stndent. '

That's plain and simple. hut what a school does, its objectives, its
ability to perform, are all ineasured by the acevediting process, Laot's
elear up the misconeeption that when a salesman enrolls a student,
he gets his full commis<ion, Tle is clareed back if the student doesn’t
proere=s through the course. It makes a difference to him tl.lut'(hv
stiddent moves throngh the proeram, and not stop, at the beginning.
We dan't have a svstem whereby he gets his money and he ean fly the
l'llﬂlk

My, Preecmnn, Yes, Some of the sehools have salesmen. and T gather
that they work on some type of a commission basis,

Mr, Ennvicns Some dog some don’t s and some have salary plus
honnses, or <ome ientives, )

Mr. Pervensun, But there is an incentive there if their enrollees
complete the course.

Mr. Fowrgnr, In most instances,

M Prrenann, There is some type of a rewnrd.

My, Fowren, Not inevery ease, but in most ¢ wes,

Mr. Enrvicit, In most eases. there is a reward. . _

M Prrvcnaen, Can you give me. for instance, a typical. if there
is sort of a typical ense, how does the fellow sell? Does he seil throngh
following up leads that come in. on say a mailing and theu some-
body writes 1 and says yes, I would like tobe x. y. 2?2

ERIC .

r
i
DAL



Q

ERIC

Aruitoxt provided by Eic:

267

Mr. Fowren. Leads are developed in many ways. Some schools use
national advertising, some nse radio and television, some use loeal
newspapers, and some use telephone calls and others canvassing
methods.

And if a representative develops his own and doesn’t get the lead
from the school. he usually gets a little higher commission, or a little
more compensation than 1f the school develops the lead for him.

Mr. Prrveann. I see,

What type of—of course, I imagine that this wonld vary in every
type of course because it wounld be more valuable. Does he get a per-
centage ¢ Twenty percent?

Mr. Fowpkr. No: it is usually a set figure, $100 or £125 for the
student who progresses to an established point in the course, T don't
want to leave a misunderstanding or a possible misunderstanding.

Mot schools ave 1 progressive payinent system for representatives
but these are not usually geared to full course completion. Usually. it's
more Like 50 pereent of the course rather than graduation.

Mr. Pureonnam, Sare. )

I can understand, This is something [ do understand. It came out
of that,

What kind of turnover do you have 1a your salesmen in these
things! )

M. Fownrn, This varies greatly between schools. Some schools
have a relatively high turnover, Some schools have a turnover of
two salesmen a vear, for every salesman that is regularly on their sales
force. Many schools have very stable sales forces where the turnover
s very low, )

Me, Prrreriaen, T think this has quite a bit to do in judging an or-
ganization, and T would imagine that those schools that do a good
job have a maech lower turnover in their sales foree. and they have
less problems in the type of people and the quality of enrollment.

Mr, Fownrn | wish we could say that, Imt T'm not sure that is the
fact. Mr, Gaddard ean speak with much more experience in this area,

Mr, Gappaeo, Well. vou certain Iy couldn’t generalize in this area.
Yon ean find exceptions tomost any rale, of course,

I would snecest that most humean heings who work have some level
Af finaneial or monetiry incentive, and  don’t know that tying any
one of these eloment s to another is going to I a very correct indieator,

I frequontly turn over inmy mind a sort of comparison hetween the
recruiter for «ur type of specialized acenpational school with those of
the typieal college or university, State. private. or otherwise, and T
don’t really see a sivniticant differenee,

I just as in comparing eatalogs, Te<comewhat amazing to me how
eatalogs ean tell o storv, but stadents in all types of institutions eot
there and have <o many different views about whether or not the eata-
log appropriately represented the institution.

T don’t know,

Me, Prercnaen, Then yvour industry is different than almost anv
other leeanse my oxperience in sales, in dealing with salesmen, is
that when vou have a high turnover and yvou have people moving
through an” organization, there is a tendeney to sell now and foreet
about it tomorrow, and vou don’t build up a type of responsibility
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where the fellow has a lot at stake in making sure that what he does
a vear from now or 2 vears from now is going to bear positive fruits,

Mr, Enrcrernr, Welly My, Pritchard. we are concerned about it, and
in the acerediting process it is of major eoncern to us, We want to see
the basie stability of the school in all of its aspects,

Turnover could be a problem, not only turnover of salesmen. hut
also of the administrators. teachers and other personnel, All of these
thiugs create problems within the framework of the accrediting proe-
ess, and we are eoncerned ahout them all,

Mr. Prrrenagn, Bat you see. you are paying that conmission to that
galesman. and you are working at cro=s purposes with human natnre.
for this per<on to grab. to promise, to do what have you beeause he is
making his qnota. or what have yon. ) .

The person that has been thore a while, these thines take on a 1 +tle
less nreeney or this desperation of grabbing anybody,

Mr. Eurnci: Right, Let me add one other thing to this. We also
provide, for jnst the reason you are talking abont, that the schooi is ’
responsible for the actions of its agents. In other words. they ean-
not get away by saying the agent did this thing. or he may he an
independent contractor, or whatever yon may try to do.

Owr rules are very specifie, if you'll read them. that the <chool is
hiable for the netions of the agent. and is responsible for those agents.
so we don't give them an opportnnity to sneak out. We're concerned
ahout this problem, as yon ave, awd [ think rightfully so,

Mr, Fowrrr In most contracts with representatives, the represen-
tatives do have come kind of 4 term payout as we mentioned, s the
stident studies the representative’s vehubmisement is related to his
progress throngh the course,

[ also wanted to clear np another point. Most of the schools. most
of the home study schools aceredited by our ageney. do not have
<alesmen, Most of the schools enroll students direetly by mail, so that
the ~tudent has a full epportunity to read the advertisement. to review
the catalog, make the decision.

My, Prrreniann, There is a danger when you have commission saloes-
men working in this field. Yon cannot help but get around to where
you are inviting. there is just more opportunity for problems when
you have commission salestnen <eliing in a field like this,

Mr, Fownrr, We have talked abont the eviteria of the Office of
Education, and Mr, Fulton mentioned this. Oup acerediting conmnis-
ston has been very concerned with this area beeause many of the com-= “
plaints are dealing with the arca of sehool vecrnitmenr of students one
way or another, and the Offiv ¢ of Fdacation suggested at the time of
our Iast review that the commission make a speeial effort to develop
additional standards. and even suggested a code of cthics for repre- .
sentatives, -

Weare almost to the point where we will have. T helieve by the
fall mecting of onr acerediting commission, additional standards and
a code of ethies for representatives in this field.

So yee, we are very mich concerned, and we are actively involved
in it and we know that this is not going to solve all the problems
either. I'm afraid.

Mr. Pritenarn. OK. Thank yon.

Mr. Trsan, There have been some reports that some schools spend

O

ERIC . 248

Aruitoxt provided by Eic:



ERIC

Aruitoxt provided by Eic:

269

more money, considerably more money. on advertising and recruit-
ment thanthey do on the cost of instruction.

Should figures on this kind of spending be of ¢ oncern to the public,
or shonld they be of concern to the acerediting conmission, or should
they be of concern to both?

Mr, Fowrer, Mr. Luman, T wonld like to kind of relate this to your
Jast question abont completions, and employment.

T think that one of the concerns that T have, and that many of the
school people have also, is understanding such statistics and figures.
What is a good graduation rate in a cor n-\pnmh'm'o school 2 Is it three
people who enroll and don’t finish, i=n’t that awful, or is it, gee, we
have four people who had a bad experience in high school and they
had no opportunity and one out of four were able to finish and get
a better job, Isn't that wonderful 2

It depends on yonre approach and how it is explained,

In answer to your second question, if you look at a college o1 nni-
versity, and the overall inve~tment it has’in the e ampus and the build-
ings and the maintenanee of them. and the fuel, electric ity, and what
have von, what pereentage of the budget is spent for instrnetion as
compaved with all of these? It wonld probably be relatively small,;

I think that if yon explain and look at the overall picture in a cor-
respondence school, or any private voeational school. von might even-
tually be able to make something of this kind of statisties, but just
providing raw statistics in this area, I'm not snre withont some hasis
for understanding that it wonkd really mean nmeh,

e L Welll does that concern yonas an acereditor?

Mr. Fowrre. Yos, very mueh so, The ‘l(f‘l‘(‘(llflll"(Olllllll\ﬂnl 15 very
much concerned in the area of tinancial stability, as we have already
disenssed, Tt is of areat concern to the acerediting commission at this
time because of the =chools T mentioned that lost acereditation for
one reason or another, in mest instanees beeanse of failure in manage-
ment whieh resulted ina financial probiem, This is an essential p.nt
of the analysis of financial information, )

Our commission s working on and stndying this aven right now, It
has developed a poliey for gamming more infornuation in the financial
aren, Yes< it is very nneh coneerned. with the detasled operating state-
ments of the ~chool<, These wrive a feeling for the relationships between
4'\|N‘Il~ 'inmw area as agairst snother, <o the commmission is concerned,

Mr. Enpiein Mr. Lumang there is a problem involved here, Jt is

very diffiendt depending on what acconnting method yon wse. Yon
tevise o program in home studv, which basically yon might use for
the next conple of vears, "

You may find that a conciderable part of that cost arose in a period
of a vear. and if yon were oia ensh =y~tem. then, you have a dispro-
pmtlun e anonnt of instructional costs as part of the program de-
velopment for that vear, Thisis part of the diffienlty,

Now. from the acorediting standpoint, we got the tinaneial infor-
mation, and we get a chance to look at statements over a period of
time, <o we can ~ce precisely what is or is not happening within the
framework of that school. )

Mr, Lvswas. Ts NATTS acerediting also concerned with the ratio
between recrnitment and edueational ('\ponws'
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 Mr. Goppazo, Well. we are cortainly interested in all expenses and
Income sources, )

Mr. Lrvas. Well. does that raise a ved flag to you? For example,
if vou come to my school. and 1 say, well, the money 1 have taken
from the students, I put back 20 percent on the average into the cost
of mstruction, and 15 pereent in overhead, or a building, and so on,
and 53 percent goes to my sales force and my advertising.

Would that concern yon?

Or as long as [ stay stableyis it all vight 2 )

Mr. Gopparp. Well, the commission wonld certainly take that into
consideration. T would not want to say that that’s a good figure or
Dad, what vou just used, becanse T am not up on the pereentages,

But I believe that the commission would rightfully take that into
consuleration,

Mr. Fownr And it world depend a lot on the kind of program the
~chool i~ offerme, For mstance, if it i~ a school that has trnckdriver
training and has to have a fleet of trueks and elassrooms, the percent-
age of budeet spent for equipment and instrnctioral serviee wall be
higher than for a ~chool that would have only a correspondence
course,

Mr., Goopven, Generally, it shonld be no ditferent, or T should say.
niavhe it <honld beas broad as other types of industries.,

The cdiention indistry has so many varied types of oreanizations
within ateand T am sure there are some sehools out there that spend
as litthe as 2 pereent of their total income on recruiting of all types,
inchudine advertisine. salesmen, and o forth, but then there are
others that &0 substantially higher, just as there e m automotive or
other tvpes of industrey,

Mr. Liaas. If @ person is qualified to be either a teacher or a re-
erinter at one of your ~chools, which would he take to make the most
money ? ‘

My, Gopnann, You mean which pays more?

M, Leway, Yes, sir,

Mer. Gonpaen. Tt depends entirely on the school. There are sehools,
if that i:what yoi are wetting at. there ave schools in which some of
the recriiters might carn more dollars per year than <ome of the in-
trictor=. but then on the other hand. it conld be quite the opposite,

Mr. Liwas, Wonld that be a concern of the acerediting commis-
son, if the salesnumn were drawing on the average 25 percent better
alary than the instruetor, or is that all right with yon!

My, Gonpaen. No. it would cortainly be of concern to us,

Mr. Faracn, Fhat's one of the reasons why, Mr., Luman, we have
extended the invitation to von to come on an acerediting visit. See
how all these coneerns are renlly handled, and the fact that they are
handled. Then judue us on the basis of all the information you get.
Tt 1= hard to weigh one factor out of context, unless you put all of the
factors together.

M, THiers., Gentlemen. that's the last word,

Thank you very mneh, )

We will meet tomorrow morning af 930,

[ Wherenpon, at 12:10 pan., the snbeommiittee adjourned, to recon-
vene ot 930 aa, Thursday. July 25, 1974 ]
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PROPRIETARY VOCATIONAL SCHOOLS

THURSDAY, JULY 25, 1974

Hotrse or REPRESENTATIVES,
NPECTVL ST DIES SCRCOMMITTER
or 11 CoMMITIEE ON GOVERNMENT OUERATIONS,
Washington, D.C.

The subcommittee met, purcuant to notice, at 9:30 a.un., in room
2247, Rayburn Honse Office Building, Ion. Floyd V. IHicks (chair-
nin of the subrommitiee) presiding.

Present: Representaives Floyd Vi Iicks and Joel Pritehard.

ALy present: Joseph €. Lunan, staff diveetor; and Lawrenee T.
Graham, minority professional staff, Committec on (overnment
Operation-,

Mr, e ws The hearings will be resumed. )

Our first witness this morning is Mr. Odell W. Vanghn, Chicf
Benelits Director. Department of Veterans Benefits, Veterans’ Admin-
i~tration, and he is accompanied by a number of persons whom I hope
that Mr. Vanghn will identify,

STATEMENT OF ODELL W. VAUGHN, CHIEF BENZFITS DIRECTOR,
DEPARTMENT OF VETERANS BENEFITS, VETERANS' ADMINIS-
TRATION:; ACCOMPANIED BY JOSEPH J. MULONE, DEPUTY CHIEF
BENEFITS DIRECTOR: JUNE SCHAEFFER, CHIEF, POLICY STAFF,
EDUCATION AND REHABILITATION: FRED BRANAN, DEPUTY
DIRECTOR FOR RESEARCH AND BIOMETRICS, OFFICE OF THE
CONTROLLER: AND JOHN KERBY, ASSISTANT GENERAL COUNSEL

Mo Vivens, Mr, Chairman, T would iike to begin by introdncing
the people who are bere with e today,

Observing today, beeanse he is new, is onr Deputy Chicf Benefits
Director. M. Joseph J; Mulone,

Along working heve with e this morning will e Miss June Schaef-
for on my left. who is the FEdueation Serviee Chief of the policy staff.

Mr. Fred Branan on my right of the controller’s office, he is Assist-
ant Director for Reseavch,

And Mr.Jolin Kerby, the Assiztant General Counsel.

Mr. Hu ks Thank yon. You may proceed in any way that voun see
fit.

Me, Viveany, Mre. Chairman and members of the subeommittee, we
are pleased to appear hefore vou today to present the views of the Vet-
crans” \dministration on the vorational training programs for veter-
ans and eertain other eligibles.
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The Veterans' Administrution is responsible for administering three
Lasie edueational programs which provide education and training for
veterans, servicemen, cervicewomen, and eligible dependents, The first,
and best known. is the GI bill. This provides veterans with the oppor-
tunity toattain the vocational and edueational levels which they might
normally have aspired to and obtained had they not served their
country. )

The second, the War Orphans’ and Widows® Educational Assistance
ety provides educational opportunities to the ¢hildren of severely
disabled or deeeased veterans. which they might have been able to ob-
tain had it not been for the disability of the parent. for the wives and
widows of such veterans. and for the wives and children of those
individuals who are histed by the military departinents as missing in
action, captured in line of duty by a hostile force or foreibly detained

Cinterned in line of duty by a foreign government or power, The
caird, the Vocational Rehabititation Xet. provides vocational reha-
bilitation assistance for disabled veterans.

If the veteran elects to pursue a conrse that will qualify him for a
civilian vocational objective, the law provides that the curriculum or
courses pursued at the educational institution shall be generally ac-
cepted as necessary to fulfill the requirements for the attainment of a
predeternnned and identified voeational or profes-sional objective (see-
tion 1652¢(h), title 35, United States Code), Such an objestive is a
recognized oceupation that 15 fisted in the Dictionary of Oceupational
Titles or one that is subject to listing in that reference.

The objectives of vocational school courses and job training courses
are often stated in terms of a particular eraft, such as carpenter,
welder, antomobile mechanie, sheetmetal worker or similar desigiia-
tion. The program selected by the eligible veteran or person must in-
¢lude the complete training needed to qualify for emplovment as a
journeyman in the oceupation selected. More than one professional or
vorational objective can be pursned in the eurrieulum or courses if all
the objectives are generally recognized as heing 1easonably related to
a single earcer field. An example is the automobile body repairman
who al=o needs welding training to pertform the full range of tasks in
his vocational objective (seetion 1632 (b) . title 38, United States Code),

A voeational school course may be authorized for an orcupational
objective if gradnates of the conrse generally qualify for employment
in the stated job objective, If there are licensing requirements in the
State for the oceupation. completion of the conrse mnst meet the re-
quirements for taking the licensing examination. .

If there are no licensing requiremenis, coinpletion of the conrse st
be generally recognized by prospective employers as qualifving for
emplovment in the stated ocenpation, If graduates of the course cannot
ohtain employment in the community where the course is given becanse
thev are not considered gnalified, the voeational coarse shonld not he
anthorized as a program of education. Tn addition, 50 percent of the
araduates in the Iast 2 yvears in sales or sales management conrses niist
he employed in these fields. Additional training for the same objective
is considered refresher training, which is prohibited under the Iaw.
The law makes an exeeption where the student needs additional train-
ing at the secondary level to qualify for admission to an appropriate
training program (section 1691 (a) (2), title 38, United States Code).
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Au eligible veteran or person who has satisfactorily completed a voca-
tional school or job training program is considered qualified for the
stated occupational objective.

Vocational training may be obtained either by correspondence,
1esidency or on-job training. In general. the deternunation of eligibil-
ity for the payment of educational assistance allowance is determined
without reference to the tvpe of school or type of training. Ditferent
rates of benefits are not paid merely because the school offering the
training is a proprietary schoel as distinguished fromn a nonproprietary
school. However, if the training is offered by correspondence, the rate
of benefits is based upon 90 percent of established charges rather than
the fixed monthly amount paid to students in residency type training.
If the tramming is on-job type training, the monthly amount is less
than that paid to resident students becanse the student also is being
paid a wage by the employer. This wage must be less than the journey-
man rate. If the student qualifies for the journeyman rate, he is con-
sidered to have attained his vo-ational objective.

Proprictary schools, the eourses of which are not aceredited, may
not have more than 85 percent of the students receiving benefits from
the Veterans’ Administration or have all or part of the cost of the
course paul for by the school (section 1673 (d). title 38, United States
Code). Nor, mav the institution utilize advertising of any type which
15 erronecus or wmisleading, either by actual statemnent, omission or
intimation (section 1776(¢) (160), title 38, United States Code). Also.
proprietary schools are required to have the eourse in operation for at
feast 2 vears before veterans and eligible persons enrolled in the rourse
may receive Veterans' Administration benefits (section 1789, title 38,
United States Code).

Tn addition. correspondence eourse payments are made only if the
statntory requirements as to contracts, contract affirmation and re-
funds are complied with by the schools (section 1786, title 38, United
States Code).

Fnforcement of these provisions of law is generally accomplished
throngh the Srate approviug ageneies of the various States (section
1772 title oS, United States Code) s )

Mre. 1he s~ Twonderif you could address that poeint.

Mr, Viveans, Yes, sir,

Mr 1o ns Is the enforcement done throngh the State offices becanse
the States want todo it, or beeanse the Veterans' Administration forces
it on them ! )

Mre. Viaveny, Noo s, Diie to the history of the educational system
of the United States, the Congress saw it in title 38, United States
Condesto estiabhish that the States would govern their own school sy s-
tems and would adjudieate ov adjudae their sehool systems to deter-
mine whether or not thev are adequate for training purposes, and
this has becs Teft under the State domain over the many years.

Muc Thens Then as furas proprietary sehools are concerned, those
who get moa State that is not interested in enforeing anything ean
do as they —ee fit,

Mr, Viatenin, Not necessarily, «iv, If we receive a complaint within
tiw Veterans" Xdmmisteation and we notif'y the State approval ageney
of the problem that exist~, or npon a compliance survey by e own
proplecand we do compliimee survey s, i we find adiserepaney in the
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system in either the quality or the keeping of the record of the attend-
ance of the vetaran, if we find any of these things and we notify the
State approval agency. if they do not act. then the Veterans' Adminis-
tration has the anthority at that time to act only as far as the veteran
student is concerned, '

The State approval agency would go beyond that, of course, and
consider the veteran and nonveteran, bat we ean act without the State
if we tind it necessary, and we do do that on oceasion,

Mr. Hicxs, Thank vou,

Mr., Vieany. Exeept in a limited number of exceptional cases, the
Veterans' Administration does not approve courses. The Veterans' Ad-
mintstration seeks to achieve complianee with the provisions of the
law by coordinating its actions with these State agencies and reim-
bursing them for the costs involvedk In addition, the Veterans' Ad-
ministration periodically surveys training institutions and e-tablish-
ments with its own staff to assare compliance with legal rerquuirements.

Whiie these surveys are made regalarly each year as a matter of
course, the Veterans' Administration also conduets special surveys of
institutions if comvlaints have been received or if the records submit-
ted by the institanion to the Veterans' Administration reveal that there
1s probable cause for investigation. In calendar year 1973, a total of
2666 case~ were referred to the State approving agencies and 144
course disapprovals resulted. During the same period of time, 16 cases
were referred to VA station committees on edieational allowances and
13 resulted in disapproval of benelits for the course by the Veterans’
Administration,

The most frequent problems reported to the Veterans' Administra-
tion have to do with the quality of the edneational programs. the qual-
ity of the instruction, and the methods by which the student was in-
duced to enroll. The largest number of complaints have to do with
correspondence training courses. Many stndents do not believe that
the training accorded truly qualifies thom for the vocational objective
sought. Ilowever, this is not a universal view. The residence courses
are frequently complained of in terms of the equipment used for

raining. Sometimes it is found to be nnsuited to the current industry
standards. Tn every such instance, the Veterans' Administration refers
the matter to the State approving ageney to verify the facts and take
appropriate action. If warranted, the Veterans’ Adminstration also
condnets its own investigation, particularly where elements of fraud
may be involved.

In addition to the problems which the student may enconunter from
the institutions, the Veterans’ Adninistration frequently receives in-
qniries regarding the failure of the student to receive prompt and
timely payment of benefits to which he is entitled. We are at present
implementing many basie changes in onr processing procedures, to
improve onr service to veterans and eligible persons.

State approving agencies were ereated as a result of the speeific
requirements of the World War IT GI bill (Publie Law 316, 78th
Cong.). They were continned under the Korean conflict GI bill (Public
Law 550, 82d Cong.) and in the enrrent program ( Publie Law 89-358).

Section 17714 title 38, United States Code. requests the chief execn-
tive of each State to designate a State department or ageney to perform
the duties of the State approving agencey in the States. Section 1774,
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title 38, United States Code. authorizes the Administrator to enter into
contracts to reimbnrse the States for the necessary expenses of salary,
travel, and certain administrative costs incurred in the performance
of the duties of the State approving agency.

Section 1772, title 38, United States Code, provides that courses
offered for training eligible persons and veterans under the war
orphans’ and widows' educational assistance program (ch. 33, title
38, United States Code), or veterans and servicemen under the cur-
rent GI bill (ch. 34, title 38, United States Code). must be approved
by the State approving agency of the State where the school or train-
ing establishment is located or by the Administrator. The Adminis-
trator is only given specific responsibility for approving courses
offered by Federal agencies or by schools located outside the United
States.

Mr. Hicks. How long has that program been in existence?

Mr. Vatvciy. The educational program under the State approval
system, sir?

Mvr. Ihicks, The widows and war orphans.

Mr. Vatacn. Miss Schaetler, do you have the date?

Miss ScuAErFFER. Wives and widows came’in in 1968, The children
have been in sinee 1956.

Mr. Hieks, Thank you. ‘

Mr, Vaveiys. State approving agencies have the responsibility for
approving courses given by all types of schools and training establish-
ments. These include public and private schools. schools below col-
lege level, colleges, universities, hospitals. and apprentice and other
on-the-job training establishments. The conrses which are subject to
approval run the gamut from such subjects as cosmictology, anto
mechanics, and flight courses. to advanced residency courses for pur-
poses of qualifying for medical specialty boards.

Some States have one approving agency to approve all types of
conrses and schools. Other States have two or more approving agen-
¢ies with each having jurisdiction over particular types of schools.
In States having more than one approving agency, the usual pattern
is for its department of edueation to have approval responsibility for
all schools. with its department of labor having responsibility for all
training establishments offering apprenticeship and other on-the-job
traimng, )

There are enrrertly 72 State approving agencies with whom the
Veterans' Administration has contracts, These contracts for fiseal year
1975 will coot the Veterans” Administration about %12 million. Tn addi-
tion. the District of Columbia performs State approving ageney work
withont charge, )

In performing their work, State approving agency representatives
not only visit schools and training establishments to make initial ap-
provals for courses. but conduet, on a contimimg basis, supervisory
visits to schonls and training establishments havine veterans and other
eligible per-ons enro’led in approved conrses. In the event violations
of approval eriteria are discovered on supervisory visits, the schools
may be eautioned and given a specifie time to eorreet the violations:
or where sorions violations ocoar. the State approving agency may
withdraw the sehool’s approval. ‘
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In accordance with Veterans' Administration Regulation 14207,
whenever4he Veterans™ Administration finds that a school may be in
violation of any criteria required by law for enrollment of veterans,
the Committee on Educational Allowances reviews the facts and ree-
ommends to the station head the action to be taken. The school may
request a hearing before the regional oflice Committee on Educational
Allowances,

If the station head approves the recommendation of the Committee
on Edueational AHowanees, the deeision becomes final unless within 30
days from the date the school is notitied of the decision, it requests a
review by the Central Office Education and Training Review I’anel.
At the Central Oftice level. the panel eonsists of a staff member of the
Edueation wnd Rehabilitation Service and two consultants chosen
from a gronp of non-Veterans” Administration employees selected for
this purpose. There are 1 number of State approving agency repre-
sentatives among the consultant group, If the Director, Education and
Rebalnlitation Service, conenrs in the recommendations of the review
panel. this becomes the final administrative decision of the Veterans'
Admunstration, If the Director does not concur in the recommenda-
tions. the final decision is made by the chief benefits director.

In many cases, the Committee on Edueational Assistance AHow-
ances does not have to tuke action beeanse. when the violations are
called to the attention of the State approving ageney, that agency
conticts the school and either obtains a correction of the violations or
withdraws the school’s approval.

It i< noted from your letter of July 2. 1974, inviting representatives
of the Veterans” Administration to appear and testify, that it is the
subcommttee’s understanding that the <chools with the largest num-
ber of Veterans” Administration supported students are the proprie-
tary vocational sehools. I would like to point out that unless proprie-
tary correspondence schools are ineluded, this is not correct, I have a
number of tables providing statistical data on the number of per-ons
enrolled i vocational type training, and the simount of benefits which
are paid by the Veterans” Administration. It is requested that these
tables be included in the record,

Mr. Chairman. this concludes my presentation. I will be pleased to
respond to any questions you may have,

Mr. Hiers, Mr. Lumar, you niay proceed.

Mr. Loy, Mr, Vaughn, you note here that our statement about
the number of veterans in schools wus incorrect unless proprietary
corvespandence <chools are included.

Mr. Vavens, Yes, sir,

My, Luvas, Dont yoi consider them as proprietary sehool<?

Mr. Viavany, Correspondence courses are normally considered as
proprietary schoolz, but T wanted to be sure that we separated these
beeause we find that in the corre<pondence ecourses we need to look at
those <eparately. We have received more complaints, T think, from
correspondence <chools than any other. but. yes.if you include the cor-
re<pondence conrses that would be correet,

They are the ones that we really have the most trouble with, That's
why 1 want to=eparate those from the others,
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Mr. Luaan. But whea we do inelude those, I think your top 12 or
10 schools are all proprietary schools in terms of number of veterans
enrolled.

Is that correct ?

Mr. Vavany. That's correct. )

Mr. Luyan. I have here your forms pointing out the restriction
that the veteran reads when he applies, and I see that restriction says,
enrolhment may be approved only for a program leading to an educa-
tional, professional, or vocational objective for which you are not
already qualified. ]

Looking at the law. I see that the Administration shall not approve
the enrollment of an eligible veteran in first. bartending courses, sec-
ond. sales management. and third, any type of conrse which the \d-
ministrator frls to be avoeationat or vecreational in character, unless
the veteran submnits justification <howing that the course will be of
honafide use in the pusuit of his present or contemplated business or
ocenpations.

Now, is there anything on your form that alerts the veteran to this
requirement ?

Mr. Vaveny, Miss Schaeffer?

Miss Scrarrrer. On that same form. it does say that the law pro-
hibits the approval of a program for recreational or avocational pur-
poses such as dancing. This was the example given.

Me, Ly, You know there have been a number of comments about
the correspondence courses the veterans take which are veally a way
to obtain television ~ets or a set of mechanie’s tools.

Is i possible for the Administrator to interpret these kinds of
courses for people who ars not going to go into that business and don’t
contemplate going into it. as avoeational, recreational? )

Mr., Vaveny, There would be, exeept that we do not know the intent
of the veteran at the time he inakes his application, and 1if the school
has been approve Land the courses meet the requirements of the State
approval agency in the State in which the school zelf is primarily
located. then the Veterans” Administration. unless it finds some fault
within the course itzelf. could not bar the veteran unless the veteran
admitted that he was taking it as a :ecreational or for the purpose
of recewving his televicion set.

Mr. Lraran, In other words, you interpret it as the course rather
vhan the particulie veteran involved,

Mr. Vavans, Yes, sir, that's right.

Mr. Liyav, If the comrse for the veteran wonld be unbusinesslike.

Mr. Viaveny, Yes, sir. we would have to do that. There would be no
way. The only people we would rule out. if we interpreted it on an
individual veteran bas’s, are those veterans who wonlkd be- honest
enotgh to come and =av. I am just taking this for the fun of it or for
the television set. and you don't receive that type of response from a
nuin who has read this warning and this instruetion.

Mr. Lrarax, I don't know that the warning that Miss Schaetfor read
to us is strong enough, frankly. T read in the Washington Post, and
I know from nersonal experience. that some people who take a tele-
vision vepair course are not going to be television repaivmen. If
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you take an individual. for example, who is enrrently practicing den-
tistry, I think it is highly unlikely that he is going to work in television
repan, )

Jo you think veally that statement that you can't take a dancing
course is sufficient to tell hiny, to put his conscience in gear?

Mr. Vavens. Well. T doubt very seriously if anything that we stated
on this form will really have the impact that it should have, and the
reason why I say this is that T don’t think there is anyone in the
conntry that is more concerned over the abuse of the school system.
and I am partienlarly talking about correspondence, than I am, and
the Veterans® Administration has done a massive advertising warning
veterans, and the Federal Trade Commission has an excellent book out
on this same subject trying to warn people, not just veterans, but all
people to watch out for this type of advertising,

This arm twisting that is done quite frequently by salesmen who
try to sell correspondence courses—we are extremely concerned.

Mr. Lustax, Mr. Vaughn, we have two problems here, don’t we? We
have the one problem that you just addressed, that is where the school
defrauds the veteran, they twist his arm. they get him to sign up for
a course for which he really isn't qualified. perhaps, or that he shouid
not take.

I'm talking about a second type, where the school and the veteran
together defraud the Government., That is. where T am a practicing
attornev and T take a course in auto repair because I only pay 10 per-
cent of the cost of that course, )

Mr, Vaveny. If the veteran is taking a correspondence course—iwe
onlv pav for lessons completed. Tf the veteran is completing his license
and that school is an approved school. and the veteran wishes to at-
tend that school. we would not consider that he is defrauding the Gov-
erntaent under the eircumstances,

Now. at the same time. T want to be sure at the morient that T am
defending it to that extent. that the dropout rate in tlv correspondence
~hool~. the number of persons who actually end up with a trade. the
objective of the conrse. the number that actually enter the trade. and
they are training for it in a correspondence course. is <o low. the drop-
out rate is <o high that we are not happy with the correspondence
system, ‘ ;

It iv 2 wvwtem that Las been here for some number of vears, and it is
aceepted in this emmtey as a method of training. and this is about
what weare up against,

Mr. Luwax. Bat are von caving then. that first. von agree that there
are veterans who are enrolling in certain of the courses which provide
a healthy dose of equipment. bat probably have ro intention of engag-
ing in that line of work?

M. Viavenvw, Tt i possible. ves. sir. T think the evidence of the
number of people who enter and 7or apply even for the trade for which
they nre taking in the correspondence field is completely different from
the other types of training. We are strietly talking abont correspond-
enee,

e, Lusway, Now, if there are abuses being committed here, and
mones that conld be nsed to <end someone to the school who probably
needs it more. that money is being spent for avocational purposes.
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Areyou telhing vis that there is pething that the Veterans' Adminis-
tration can do m the form of better notice in yonr application, or
closes checking, to stop this?
~ Mr. Vavenx, ,\bso‘ntoly. ves, sir, The reason I am telling you tlns
is that the law does not prohibit correspondence courses, They are an
accepted method of training in this country of education, and they are
growing by the way, not under the name of correspondence but under
several other names, off-campus names, ) )

Mr. Lusan, Of course now, the guestion is not directed to the
correspondence courses per ~e. I am talking about a veteran who is
taking a correspondence course when he is already well trained and
practicing in another ocenpation, a veteran who is not going to go into
that line of work, it is taking the course for the equipment that he gets
as a result of compieting it.

Mr. Vavaus. The veteran is not required under the law to be coun-
scled and a determination made concerning his new ocenpational ob-
jeetive, although hie may be inone. )

There 15 no prohibition in the law for him working toward a new
objective. There is no requirement in the law for counseling unless he
has failed and there is a second change of program involved.

As T hive <aid, the problem that we are up against with the cor-
respondence schools is that they are on the book. They are an aceepted
miethod of training, and the only time that von know the veteran's in-
tent is after e has left the conrse, not while he is actually ttending.

If he fails to complete the course. or if he leaves the conrse after
graduation and does not apply what he has received in edueation in
that course, this will be the only time yon would know. and this would
he too late,

Mr. Luanay. And you don't ask him his intent when he signs the
form?

Mr. Viveus. No, sir

My, Luaray, You think that might have some effect 2

Me. Vavaux. T don't know, ‘

[ wonder, honestly, from all the warnings that the veteran reeeives,
and all of the nom eterans veceive with reference to some of the courses
that are given in the country, you wonder what woukl do the job.

M. ek, How many students are we talking about in this type of
~chool ?

M Bryva, There were about 300,000 in April.

My, Iicks, -And vou spoke of three eategories of students, Mr.
Vanghn, Would you go over those again and give me the numbers of
<tudent<?

M. Vv Yes, sir )

[ think that the major eategories, the three major eategories would
besyone correspondence type of sehool—-—

Mr. Thieks. No, T mean of the three tvpes of students, the
veterans—— -

Mre, Viacens, Oh, I'mesorey. veterans, war orphane, the widows ov
wives of ~crtousty disabled veterans,

My, ices, Now, that category, How many wonld be students in
tie: type of institution?

Would that be a mueh smaller number?
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Me, Buanas, Yes,sir,
My, Hieks, A significant nmnber, s it ¢
Mr. Vavaux, No, sir,
My, Thews, An insiguificant mmunber. So that what we are talking
about, as far as any sigmitieance is concerned. is the veterans, and that
is the recent veteran, the Vietnun veteran. the Korean veteran pos-
sibly, It would not zo hack any finther than that.
Mr., Vavauy. No. sir, X
The limiting date of the p: . nills would climinate going back
beyond actually the post-Korean veteran,
Mr, Buanax, May I define the answer, The number of wives and
widows in training in April was 8,419, with 208 in correspondence
schools, That is, wives and widows, .
Mr, Vavarns, Only 200,
Mr, ITiens. Not necessarily corvespondence schools, but all these
proprictary vocational type schools that we are talking ubout,
Mo Biaz e T am speaking only of correcpondence schools, There ’
are 200 in below-college training, from a total of about 1941 wives
and widows in schools below the college level. Sons and danghters
are not eligible to train in correspondence schools.
Mr. Thews Thank you.
M, Lo Comment has often been made that many of the flight
school in the country exist primarily beeause of the Veterans® Ad-
ministration™s willingness to pay for the benefits,
Do you =ee it in your role to look at the commercial pilot industry
to determine if people whe are going to flight ~chool have a reaconable
chanee of getting o joh?
Or are we back to the sine eviteria as before, as long as there are
some people whao can get o job, we will pay for training cveryone
who qualifies?
Mr, Vavans, First, at the beginning, after the World War 1T ex-
perience with reference to flight schools, flight schools were eliminated,
and then they were hronght back in by law, and then when thev eame
back into existence the requirement was that a man should already have
s private pilot's Beense and alzo have a medieal certifieation that he is
physieally able to fly,
Bevond this point, if the school mects the requirements, we wonld
not look to determine whether or not this man is going to, be able to |
utilize it on his first objective, nnless he requests counseling or nnless |
he isa disabled veteran, under chapter 31, -
I1 this i= his =econd time :lmnm{. under counseling, we wonld advise
the man at that time, and we keep a record in our eounseling units
as to the different vocations that are the ones that you should aim ‘
for, and the ones you should stay away from. depending upon the *
circumstanees of the country at the time, but we have no control over
the man’s desire to take a flight course if he meets the medical reguire-
ments and has his private pilot’s Hicense,
M, Lesaax, What is the current pictare for graduates? In other
words, if someone came to vou under required counseling and asked
about a change to flight training, what would vou advise hin?
M Var ix. Well, of conrse, that would be left un to the counselor,
and the counselor would have to check the records to determine what
the possibilitics were at that particular time, and the reason I say at
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that particular e, for example for about 10 years, everyone decided
to and the VA agreed with this that they should g¢g into the ficld of
conputers,

Then suddenly we saw a flood of it, and we had to change, Probably
10 years from vow, we will swing back in the other direction, bat it
depends at the time that the person is going into training, what the
market is for tlus person in the employment ficld, T would not be
able to answer that. of course, but our counselor would be able to give
that information to the veteran,

Mr. Luvax, Could you, perhaps, for our record give us a general
national picture of what appears to be the opportunities for graduates
of flight ~chool to obtain commercial employment. and the number
of veterans that ave grad ating cach year from flight schools?

Mr, Vatenx Miss Seaaefler?

Miss Scaaererr, We will furnish it for the record.

Mr, Lusoass Thank you,

[ The information referred to follows:]

rLIGHT TRAINING BY COURSL

Cumulative Traned
thiough duting
June 30, fiscal year
1973 1973

Fght trarr . total v mmroooos o e 101, 521 43, 061
Ardvanced it ar commet o ot e - 48 314 24,258
Arrling 11,0t ptot trasmyg FEE 5, 812 1,213
Ghiger ttaimmy .- 578 kL)
Fhiaht instru o cout»» _ 1R 425 6 213
(0 tument 13UNR Loyl @ 14 613 6, 163

Muttiengine class 1ating cout ¢ - PR 9 358 3. 066

Other flight t-auning 4, 301 2,013

Nnte Tie ahove information was obtamed from Alan [ek (961 5163) of the Occupational Outicok Quarterly, Depart-
ment of L4 3r Comettion i the fisl 115 tcugh Major aithnes ate hining some, however, most of these are frem the lists
of fubiougs § plols The ituztion 1, @ hittie better tor jous 4s pilits 10 business ontd industty The snctease 1n helicopter
pilut demand nahes that area the Lest in which 1o find a job as a pilot

Mr, L wian. You mentioned the educational material that has been
produced by the Federal Trade Commission.

Would you briefly deseribe what use you hay e made of that material,
how niny copres you e, how at has been distributed, and whether
it wetstothe veteran and soon ¢ (

Mr, Varcav. Firstg I have submitted it to all of our regional offices
in the country, where the material would be available in their waiting
roots, amd for distribution,

Me. La s, How many of those do yon have ?

Mr, Vv any, How mapy regional oflices?

Mr. Lo aax. Regional offices,

Mr, Vavanx. We hiave 58,

Mr, Layay, OKL )

My, Vacaus, Ou . July 27 of last vear, we had an initial distribution,
so that the stations and regional offices would be aware of this mate-
rial. and then in the future, they conld reorder as they nceded the
material.

Mr La v, OK,

M. Varens,gAnd T submitted a cover letter with this, stating that
sufficient eopies were being mailed by the FT( to allow a packet for
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each USVAC, thats U.S. Veterans Assistance Center, each counsel-
ing and rehabilitation and cach gnidance center, and then from there
they wonld order them direct.,

Mr. Lryax. Do you have any idea how many of the VA brochures
for the consumer have been passed out ?

Mr. Vaveus, No.sir. I don’t think we have that figure.

Mr. Leyan,; Don't yon have a problem in trying to use consumer
education material of this nature, in that the veteran can enroll in a
mml?e without checking with your counselors or your regional offices
atall?

Mr. Vaven~. Absolntely. If it is his first training, he need not
ever come to the Veterans” Administration at all. that 1s correct.

He vould go apply in advance to enter the training or he could wait
until the day he enrolls and apply for the training at the school.

Mr. Lusas, Have yon produced any consmmer education material
of vonrown!?

Mr. Braxax. Only for corvespondence school applicants.

Miss Scuarrres. We have an information bulletin on the corre-
spondence course, but nothing on the total proprietary vocational
conrse field, ] )

Mvr, Leaax, What has been the distribution of that information
bulletin ?

Mr. Vaveny, It again has been distributed in a much higher volnme
than_the FTC material. as a matter of fact. to the regional offices.
and it has also been established that it would go ont with the packet.
I believe, from the Anstin center when we send the computer informa-
tion,

When a man is sepavated from active dutv, we reeeive at Anstin
a copy of his form DD214. separation doeument, and from that form
we send a packet to the veteran with an application in it, and with a
reference to this material to warn him,

Mr. Lusax; So this is one of your contacts with the veterans, then.
as soon ats they become veterans you send them a mailing, )

Mr, Vaveny, Yes, sir. Before that. we have also distributed this
partieular one, the one on correspondence, throngh the military bes
CAUSe We are mote concerned, B

I think the most serious problem that we have is the correspondence
field. and we distribnte those to the Department of Defense so they
in turn can distribute them thronghont their syst m and their eduwea-
tion oflices, B

Mr,; Luvanas,: So then we have a mechanism to put before an about-
to-be veteran or arecently made veteran, some type of consumer warn-
ing or snggestions, or what have yon. about the training that he is
elimible for,

Mr. Vavens. Yes, sir, ) ) .

Mr, Liyas: Your law gives the Veterans' Administration certain
power to act against institntions. One of those requirements is that
an institution may not ntilize erroneons advertising. As you know,
there have been complaints in the proprictary school industry.

Can yon give us examples of where von have taken action against
aschool for violating this provision? )

Mr, Viavans, Yes sir, Netuallyv, most of the time the violations
are called to our attention. and I think the biggest violation is a
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statement that yon see in advertising. T saw one just this past week
that 1 called to onr prople’s attention, of a school advertising, that
they were Veterans' \dministration approved.

This seems to give the veteran the feeling that the school is a
good school. becanse the Veterans' Administration has approved it.
FEat is within the United States, and as 1 pointed ont. unless it is
a Federal sehool. the VA does not approve the school. They are ap-
proved by the State approval agencies, )

We notify the school and @ive them a warning. In some instances
we find that the school just didn’t realize that that was misleading
advertisimr, ) )

This really s the biggest violation, but we have run into other
types of violations, ) .

One school that T remember, when T was director of the regional
offire in Florida, advertised that the veteran did not have to go to
sehiool bt . number of hours per week, and he conld receive $220
per month, The story was true, but the advertising soundl as thongh
they were trying to entive the veteran to enroll in the sehool merely
for the fact that he would not have to go. It was a credit honr sehool
<o that he wonld not lave to 2o many honrs in order to get this money.
This iz another example of a type of advertising, )

Mr. Lo wiav. Now, both these examiples, however. concern advertis-
ing direeted at the veteran, )

I presume, the way the law reads as you eited it in your statement,
that you ean take action if you chose against misleading advertising
in reneral, meaanteed jobs, on——

Mr, Vataas. Oh. ves,str, )

Mr. Luvas. Or make tremendons salaries. and so on. Have yon ever
done that? ) X

Mr Vavaus. The advertisinge wonldn't have to reflect directly to
the veteran.

If we have veterans in that <chool, and the advertising were direeted
to the general public even, we should take action, but onr action would
only exist as far as the veteran is concerned, Then it would be up to the
State approval ageney to recoznize the action we have taken and deter-
uine whether or uot the sehool itself should contine to operate.

Mr. Leviasy, How aay times wonld you estimate you have taken
that kind of action in the fast vear?

Mr, Vivans. Miss SebaetTer?

Miss Senvieer, This eonld be relating back to the Commiittee on
Fldueational Alle vanees, These stations wonld take their own action in
reporting to the State approval ageney:,

I they died not take action, then it would go to the committee, We
are not awareat this time how many actions concerning poor advertis-
ine have been taken,

Mo Vinens, Aetially, what we do first, if yon were sitting in a
reional office hke I have some years before T eame to Washington,
when vou~aw this advertising or it was bronght to yonr attention. and
usually it comes o your attention from some veteran who is away
from the actual regional office areas, somewhere out in the fiel, beeanse
the weekly newspapers. for example, are nsed quite froquently by these
people. The resional office director at that point wonld determine what
action should be taken,
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He wonld contact th s State approval ageney and call it to their
attention, and mediense that we wonld pot condone it. He would contact
the sehool offivials att state that if tis ad.ertising is not pulled off,
the Veterans Adminsteation would have to discontinue any addi-
tional veterans iv tiuning at that school.

The State could close the school. The VA cannot close a school.
It canonly withdraw the veteran.

Mr. Liaay, But you have got a powerful lever there though, do
you not!?

Mue. Vavans, Yes sir, very powerful.

As o matter of fact. there are instances, and I have been told by
schools, if yon pull the veteran out. the school will elose. i

This is getting even more triie now that we are seeing, in your pri-
vate institution=, for example, a drop genevally, not veteranwise, but
a general deop tr enrollment, ) )

Schools that used to have one opening for several applicants, for ex-
ample, in praare schools don’t have that any longer, so as a resule, if
we pull onr veterans ont of the school. it does sometimes close the
school. R

Mr., Lo, mo that you ean aet perhaps more decisively ¢ and you
canet asthe FTCcamoaet,

The Tan v~ vou the authority, and when vou get a complaint from
0 veteran that the advertisme of the school is misleading, vou ean
check it ont nd 3 vou fimd 1t was =00 you can move tather swiftly,
eal you not!’ ‘

Mre. Vv, Yes, s,

Mr, Lu s, oimner to that <ehool and =ay ing. this stops, or no more
veterans<oan attend your scliool,

Mr, Vatens, Bt s done very reevlarly. From my own experience,
I hnow i i~ dore very reautariv, and we lind onrselves notifying the
schools, not vuiy the <ame schools over and over again, beeause the
sehools bave recoemized the faet that we do take action, and T think
thi< has helpnad negnite a bit,

Mr L ws, Coild you provide for as. if yon conld, perhaps for
<om periosd of Taee, let’s <ay the Tast vear, to allow tine for reporting
laze, the by v vimes that von hane received complaints from vet
erans ad what o tion has been taken, or that voin have acted?

Me Vucns, Wenill tey, ves,sir.

A< Toav, we Bave 5 regional oflices, and we will try to compile a
nember lor vorr

Do yon Liave o timetable on your committee for this hearing. for
presentation!?

Me. Provenan, Welll we would just like to get on with it as gquickly
as po~<'ble_ s he istead of trving to do all 55, you ean give us exam-
ples.tahe just ~everal regions,

| The materiad velerred to follows:]

A B INSHITE R OF Jis JINGOLY ST, [t IS5, Mo

YVoro e semanpl-nned That instras tors were on strike The traininz at the sehonl
Wois anedegrnaie Pee e of substitite Teachers The Sale approving ageney
pmvestoatedd and tonead the subshitite teachers were less than gualitied. The dav
Aafter il itve iz eto the strphe ended No farther ection wias taben by the SAN
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ST. LOUIS TECHNICAL INSTITUTE—ST. LOUIS, MO.

The school's center in Florida was not approved. Veterans were told they
could go to the Florida center and receive benefits based upon approval of courses
and certifications at the St. Louis scho)l. Veterans in Florida complained of in-
adequacy of training.

Alter an investigarion, the St. Louis operation was suspended. The Director
of the shool was informed that the suspension would continue until he dis-
associated himself with the Florida operation. Refunds were to be made to the
students in Florida.

The Director disassociated himself with the St. Louis school. Since he was the
only one there associated with both schools, the suspension was lifted. If any
of the contracts signed by the students in Florida stated St. Louis Technical
Institute was the contracting school, refunds were still required to be made.

LYONS [F¢ $INICAL INSTITUTE—PHILADELPHIA, Pa.

Veterans complained that an instructor was not qualified. The State approving
ageucy iuvestigated and found the complaint was not substantiated.

DARYL SCHOOL OF TRADES—PHILADELPHIA, PA.

Veterans complained of the course content. State approving agency investigated
and feund the complaint was not substantiated.

ACAMEMY OF STENOGRAPHUIC ARTS—SAX FRANCISCO, CALIF.,

Veterans made several accusations about this school, The SAA investigated the
complnints and found the evidence offered was not sufficient to justify action
aguinst the school. The following areas were investigated: instractors, method
of teaching, overcrowding and fire and safety hazards and extortion and

blackmail,

Mr. Prirenwien. You work with a number of States, do you not?

Mr. Vaveny, Yes, sir.

Mr. Prrrcuarn. Do you find there is a difference from one State to
another in how the s-hools are policed ?

Mr. Vaveny. We have with us in one of our attachments today
a liting of each State and the number of instances where there have
been complaints, and the number of actions taken. and the number of
complaints that had te be Iater referred iv our education allowance
station committee. This will give you some basic answer, just by
individual State, and it does vary from State to State, and it does not
particularly indicate here that the size of the State always has a bear-
ingon the number of complaints.

Mr. Granase. Mr. Vaughn, which chart are you referring to?

Mr. Primenarn. 1want to get at it right now,

Mr. Vaveny. It is the fast chart you have there. i

Mr. Prerenarn. The adjudication and educational activity for 19731

_Mr. Vavans. Yes, sir, the year ending December 1973. It gives the
listing by State, and the total number of referrals.

) .\lIr. Prrrearo. All right, and you say they go generally by the
size?

Mr. Vavans. No, sir, 1 said, if you will notice from the listing,
they do not necessarily go by size. I would suspect that the State
appreval agency in that particular State has quite a bit to do with
how rapidly they take nction. and what action is tnken.

But 1f you will notice in the totals, we have 499 that were referred
and 60 courses during that same time period were disapproved.
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Sometimes you find that yon get your reports from people other
than the veteran.

For example. I'm thinking about one partienlar school I have re-
cently been involved with. and a particular teacher wh, is disgruntled
when he leaves the school, and makes a complaint agninst the school.
Sometimes when you track it down it isa vnli(‘)vompluint.

Mr. Prrtenarp, Well, it is fair to say from this that it makes a great
deal of difference how the State operates, and if the State is really
doing its job. and if it has a proper agency out there, it pretty well
does most of the work for you. )

Mr. Vaccuy. Yes, sir, under the system of education in the conntry,
it has been pretty well accepted that the State would have the respon-
sibility of policing its own school systems. but if you will notice, if
you move across this line, 499 were referred to the State approval
agency. and 60 of them were courses that were discontinued. \s you
move on across, you will see how many of the cases had to be referred
to our Committee on Edueational Allowances for a determination.

Mr. Prrreriarn. Practically none, then.

Mr. Vavans. That is correct.

Mr. PriTcnarn, It was cleared up at the State level ?

Mr. Varany, There were five referrals, and three of these were dis-
posed of. ]

Mr. Prrreinann. So ont of 409 complaints, why almost all of them
;‘xm-pt for just n handful here were taken care of right at the State

evel.

Mr. Vavany. That is correct, yes. sir. )

Mr. Pritenarn. Do you have some feeling about whether certain
States do a good job, or certain States do a bad job. or do you want
to indicate that ?

Mr. Vavcns. I would prefer to not indicate that. but of course we
know that there is # human element involved in the State.

The VA has not withheld funding. Onr contract is based upon the
need of the Staie, and yon will notice that there is funding remaining
at the end of ench year. after we coneur in their contract, there is fund-
ing left over.

Usnally. it is becanse ome of the people that we have funded for
on a State level were ont sick. or there is a lag time in filling vacancies,
but anything that has happened with reference to the approving agren-
cies has not been beeanse of the fact that we have cheated on our con-
tract . so to speak. )

We have been very certain that they veeded the money, and it is
based on the number of contacts with the sehools, by State,

Mr., Purre ko, Well, what | am kind of driving at i~ T wonld like
to see the ditferent agencies that bear on this problem lean on the
States, particularly those States that do not have a proper enforce-
ment ageney and doa proper job.

Alr. Vawis. One of the things I have done, just this past year, was
the getting together of their people and onrs for a training program.

‘This pas1 vear, we approved a training session divided up by the
regrions of the conntry where onr peo,  wonld meet with them and go
over the problems of cach of the States and hoping. and I feel it will
have some impact on those partienlar State np‘)rovnl ageneies that
have been lax. in a training session with our people and with listening
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to the other officials from the other States, we feel that this will have a
better impact in the future.

Mr. Prircuaro. This is something that hasn't been done in the past?

Mr. Vateux. No, sir, we have not had it in the past. They have
always had an annual meeting.

Mr. Prrrcuarn, I know annual meetings are one thing and training
sesstons are another. I have gone to annual meetings,

Mr. Vaceus, I might mention something else along that line that
we did just recently. In the past years, our compliance survey people,
the Veterans’ Admmistration compliance survey stafling in the region-
al offices was a part of the Adjudication Division which processes other
work, and a man one day, for example, would be processing applica-
tions for schooling. The next day he would be on the road. His training
was not that of an expert. o

I have removed those people from the adjudicative process com-
pletely and placed them in our Veterans Assistanee Division., and jden-
titied the individual people as compliance survey specialists,

Mr. Prirctiaro. How many do you have?

Miss Scuarrrer. We can furnish that.

Mr. Prircuarp. Well, roughly.

Mr. Vavanux. Well, every regional office has a minimum of one, and
the larger offices have three to six. Under this new system that I have
devised. by bringing them in and establishing these People as special-
ists in this field, and we have also established a training team in the
central office here to go out and train these people for this Particular
job only, and in the future our compliance survey—we will increase
the number of surveys we will make, and we also will at the same time
give a better quality of survey, and we have also accepted at the same
time the OEO responsibility under title VI, to do that along with the
rest of our survey to make sure that the faculty—there's no discrimina-
tion in the faculty operation.

Mr. Prurcuarp. Do you have any problem as far as sharing your
information with the other governmental agencies?

Mr. Vavaeux. No, sir, none et all. )

Mr. Pritciarn. Do you feel there is a good flow of information ¢

Mr. Vaveux. Yes, sir.

Mr. Pritcnamp. That is a little counter to what some others are
saying.

Mr. Vaveuy. Well, particularly for example, I think that one of the
fields of our educational system that is alse involved with another
agency is your flight training operation, .

We have excellent cooperation with FAA. .

Mr. Pritcsiaro. There is a great deal of difference as has been pointed
out before.

Mr. Vavaun. Ou course, our survey system is a little stronger in the
flight training field than it is in the other because the discrepancies
are higher. You find the complaints higher, and also the discrepancies
of flight schools higher. \ ] )

Mr. Hicks. What about the Office of Education, Social Security, do
you have any formal setup, any interagency setup?

Mr. Vavaux. With Social Security ¢

Mr. Hicks. And the Office of Education.

~6e?
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Mr. Vaueus. Not for this particular program, no, sir. Oh, excuse
me, the Office of Educaion, that is under HEW, and we do have, yes,
sir, we have an ongoing relationship with them, all the way to the
extent that Dr. Rose. who is in the Department of Defense, and I'm try-
ing to remember the name of the man who is in charge of the Office of
Educetion program for HEW.

Mr. Lumay. John Proffitt ¢

Mr. Vavony. Yes; we meet regularly, we have regular meetings
with these people. .

Mr. Hicks. Regarding this type of school and training and the
people that you have in the program, and looking at the Office of Edu-
cation. their funding whether it is guaranteed loan or whatever; you
all have the same problem. do you not?

Mr. Varany. That is correct.

Mr. Hicks. You are all interested in getting some kind of a quality
education.

Mr. Vavany. And we have had no problems in dealing with them.
As a matter of fact. in the last few weeks we have been dealing very
closely with Dr. Rose in the Department of Defense, under our PREP
program overseas. trying to work out arrangements for their educa-
tional offices to have & greater impact on the surveillance of the schools
because these schools, even on shipboard under the PREP program. it
is very difficult unless yon have someone onboard to watch the schools
and make certain that the work is being carried out properly, so we
have been working quite closely with Dr. Rose in the last few weeks.

Mr. Hicks. Now. just asa for instance. how often does someone from
vour office meet with someone from Mr. Proffitt’s office ?

Miss Sciarrrer. There also is the Federal Interagency Committee
on Education. of which we are a member. They have various segments.
Their mecting< are scheduled as necessary,

It’s difficult to pinpoint how many times this would ocenr during a
month.

Mr. Hicks. Well. what wonld be a typical problem in this field that
wonld come nup at one of these meetings that you would have?

Can yon give me a for instance?

Miss SciarrFrr. Since T am not a member of any of the FICE
gronps. I cannot give von a particnlar instance. However. T wonld say

that the accreditation problem could be one of the issues involved in it.

Usually. these groups meet on the problem of the moment. if this
would be the problem. this wonld be th2 discussion. i

Mr. Micks. Now, acereditation as far as the Veterans’ Administra-
tion is coneerned., is paid for by the Veterans’ Administration to the
State. is that correet

Mr. Varéns. No. sir. The approval of the conrse. von mean.

Mr, Hicks. What is the difference between acereditation and
approval?

Mr. Varany. For approval of a eonrse. the school need not he ae-
eredited. Normally. vour acereditation of the school wonld be estab-
lished by the Department of Edneation.

June. o von want to explain that?

Miss Serraerrer. The approval of aeeredited conr.es and the ap-
proval of nonaceredited courses is provided for in the law.
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There are various clements that the State approving agencies have
to see that this course is complied with before it can be approved.
Under the accredited, they can accept the accreditation of the Com-
missioner of Education, or they can reject it based upon their own
determination. We are not bound by that either.

Mr. Hicks. Well, we have been talking about approval here, and
approving agencies. and that the approval is done by the State, and
that the Veterans' Administration pays these approving agencies.
Yesterday we had people in here talking about accreditation, and I
would like to have separated out for my benefit—the difference be-
tween accreditation and approval. It is my understanding that all of
accreditation is not done by the Office of Education. It is done by the
States, and it may not be a State organization at all, but as long as
the State organization authorizes.

Mr. Vavaux. No, sir, the State organization may accept a group of
accrediting officials from a system of schools.

The difference that we are distinguishing bet ween an aceredited and
nonaccredited school would be that a nonaccredited school we recognize
normally as functioning on a clock-hour basis. )

An accredited school would be a school that is operating basically
on a credit hour basis.

Now, the strange thing here is that you can find. and we do have
schools that operate both. schools that have accredited and non-
accredited courses. Their accreditation is limited only to certain types
of courses, and usually that is higher degree courses.

Mr, Hiegs. What is an example of a State approval agency?

Mr. Vaveus. Well, in some States you have one single approval
agency. That agency, and I will give you the State of Georgia for
example because it is one that I am quite familiar with—the State
department of veterans affairs also has a responsibility for the ap-
provals for that particular State, and it is divided into two operations.

One is the operation that handles the accredited schools within the
States. That is the institution of higher learning basically, and the
other would be handling your vocational type schools and your on-
the-job training.

Now, the methods that they use in approving, if the Veterans’ Ad-
ministration receives a request either from the veteran or from the
school, if it be recognized, we notify the State approval agency and
they send someone from the approval agency to go over the school sys-
ter.i and make a determination, based on the eriteria of that individual
State. and it can be ditferent, one State from the other, based on the
educational system of that State.

Mr. Hicrs, Well, we may be getting into some elementary things
here that I should know.

Mr. Vaveux, That is all right. sir.

Mr. Hicks, Bat I am going to pursue it anyway. Approval means
approval of what?

Mr. Vavens. The State approval agency may approve an individual
course and deny the approval—

Mr. Hicks. 1t is approved as a course that veterans can take?
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Mr. Vavcuy, That 1s correct, and if it is a private school, for ex-
ample, the Veterans’ .Admiunistration would still say that the school
must be in existence for a period of 2 years, and this is based on sonie
early World War II experience of overnight schools, and also states
that the school must have » ratio of 85 percent, not more than 85 per-
cent veterans, to establish it as a public type of system.

Mr. Hicks. You mentioned early on in your testimony, if I under-
stood you correctly, that the law required that a State approval agency
do the arpprovin . ‘

Mr. Vavenx. %Vith two exceptions. One, if it is a Federal school, and
we have several of those—— )
~ Mr. Hicgs. Well, I'lm not interested in the exceptions. I'm interested
in general. You did say that?

Mr. Vavenx. Yes, sir, I did.

Mr. Hicks. All right. Now, at the time that that law was passed,
were there approval organizations in being in the States ?

Mr. Vaccux. Yes, sir.

Mr. Hicks. And they were all different kinds? One might be a vet-
erans organization, the other might be a school superintendent, or a
State superintendent ? _

Mr. Vavcus. No. sir. At the beginning of the GI bill, normally the
approval agency for the individual State was determined by the
Governor.

Quite frequently, it was an appointed pcsition where the individual
would determine. The growth of the schoul system has changed it.

Mr. Hicks. Well, before the GI bill, who were they approving for?

Mr. Vavgnx, They were approving some of the schools in some of
the States. In most of the States, they were already in existence to de-
termine whether or not the school met the requirements of the State
education system of that particular State.

Mr. Hicks. All right, now what is the difference between that and
accrediting ¢

Mr. Vavcus. June? ) _

Miss Scunarrrer. There are six regional ones, as well as multiple
professional type accrediting agencies.

T think most of us are familiar with these—like the Northwestern
Accrediting Association.

Mr. Hicxs. Now, it is my understanding, in talking to the aceredit-
ing people, that they are the ones who come in ond say. yes. a minimum
standard has been set.

Miss Senarrrer, This is correet,

Mr. Inicks. All right, ‘

Now, we are distingnishing hetween acerediting and approval, and
T'm not clear in my mind what this distinction is, except that the
accrediting agency can be a private organization, )

Now vou say there is a _public organization or a public figure. you
say the GGovernor in some instances, or maybe in all instances, appoints
this individual, that he is the approval officer.,

Mr, Vavaenxs. Yes, sir.

Mr. Ihicks, All right. What does he do other than put the stamp
on the acereditation that has been given by someone else ¢

Miss Scrarrrer. He would put the stamp on if he agrees with the
accrediting association’s findings. He also has other criteria based
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upon the law that would be necessary for him to voucl for a veterans
course training.

Mr, Prircparp. Now, when you sov the law. vou mean State law.

Miss Scuarrrer. No, sections 1775 and 1776 in title 38, U.S. Code
set out the provisions. and they differ for aceredited and nonaceredited
courses.

Mr. Prircrarn. But the State-appointed person is making the judg-
ment on Federal laws, is that correct? )

) i’:[iss Scuaerrer. That is correct. e is like our agent in doing this
job.

Mr. Hicks. And that’s just because Congress said so in the statute.

Miss Scuaerrer. Right.

Mr. Prircuarn. And you pay the money ¢

Miss ScAEFrER. Yes.

Mr. Vavenx. If you look at the history of Congress, when it made
this determination, if you go back and see the reasoning behind it. it
normally has been acceptable in the United States that each individual
State had full authority to determine the tyvpe of education that would
be acceptable for that State. Of course. I would not be a judge as to
whether that is good or bad, but it has heen that way in this country
since its existence. When the bills were being presented to Congress,
the arguments were presented in connection with who is going to be
reswnsiblo for those schools” approval in these individual States.

Congress at that time determined that it would be the same Govern-
ment level that it had always been in the past, to determine whether
or not the school system of that State was adequate or not adequate.
~ Mr. Hicks. Al right. It isn't necessary, if I understand it, in all
instances to be aceredited to be approved

Mr. Vaoenxs. That is correst.

There are probably niore ap proved courses than there are aceredited
courses, I imagine, ]

Mr. ITicks. Now, you are talking about individual courses and not
schools?

Mr. Vagenin, That is correct, sir,

You could have a school that would have aceredited and non-
accredited courses in the same institution. We have a number of those.

Mr. Prircnaro. That opens the door for somebody to advertise that
they are approved or accredited, and yet you could go and take a course
from them. and it wouldn't fall under t?mt section, would it?

Mr. Hicks. We had an example of that in California.

Mr. Vatany. Right. We even have examples of students in the same
school attending accredited and nonaceredited courses and receiving
a different rate of pay based on the number of hours of attendance.

Oceasional eourses are normally measured, for example, in clock
hours. They do not nece=sarily meet the acereditation standards. The
accredited nstitutions of higher learning, in particular, are measured
in credit hours, and based on the credit hour system, then we would
pay that person by the number of credits or credit hours he receives
rather than the clock hours of actual attendance.

Mr. Luman. We have had it explained to us that there is a tripod
here of forees at work in the proprictary school area. One is accredita-
tion by organizations such as the National Home Study Council. The
second is State licensing which all States do not do. The third is the
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conditions of Iederal eligibility, which in the Office of Edueation is
the condition to get an insured loan. and in vour case, it is executed
through a State approval agency, is that correct?

Mr. Vavan~, That is correct.

Now, we have the problem on oceasion when we got together—ear-
lier. it was asked what do we discuss, for example, when we have a
session one of the things that ha< come np is a difference of system
where the Office of Education would be recognizing a school or the
granting of a loan at the same time that we had said that the veteran
should not even be in that school, and we have discontinued the school.
This is one of the places where we do sit down and try to discuss the
problems of the individual ~chool and ~ay that it wonld look better if
the Federal agencies work together on what they are doing.

Mr, Loyan. The acerediting associations were here yesterday. They
oirted out that they couldn’t do the job alone, and that acerediting
v itself was insufficient. There had to be an effective State licensing

arrangement and an effective Federal eligibility arrangement, and
vet if you look at yonr approval eriteria, it appears that basically the
State approval agency. except for checking the hours that the vet-
erans go, et cetera. can approve a conrse that is aceredited.

Now, if the acereditors themselves tell us that that is not a sufficient
safegnard, how can this he ? )

Me. Vavens, The safegnard that we would apply, sir, would be
after this approval by the State approval agency. The initial deter-
mination of the quality of the school’s edncational system is in the
hardsof the State approval ageney under the law,

Mr. Lryax. And the law lets the State approval agency make that
determination solely on the basis of acereditation, does it not 2

Mr. Vavens. June. do yon know?

Miss Screrrrr. It may. It is not required to.

Mr. Lusaw. It is not required to, but it can.

Miss ScHAEFFER. Yes.

Me, Vavenx, It could be.

Mr. Luyan. OK.

Mr. Vaveny, The State organization would make its own determi-
nation as to whether or not they wonld accept the accreditation as evi-
dence of 1t being a quality school. or whether they would want to make
their own inspection of the records and the method of training in the
school. )

Mre, Lusans See, what is distarbing is that the acereditors them-
selves contood that rheir process, while a worthwhile one, is in itself
not a suflicient safe mard.

There should br xood State licensing,

Mr. Vavaux, T think that is absolutely correet, I agree with that.

Mr. Luaas, So that in those States that do not have good licensure
laws, then we are running a rick if the State approval ageney just
approves on the basis on acereditation, aren’t we ? )

Mr. Vaveuy, Yes. sir. up to a point, That is, based on complaints
the Veterans' Administration has the right tostep in en its own to make
our own determination, and without the State having disecontinued the
schonl itself, we can withdraw our veterans from the program.

Mr. Lousax. Do you find that vour exercise of this right is much
greater in States which do not have effective licensing laws?
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Mr. Vavens. That is hard to measure because different, States have
licensing laws for some trades and not for others, and when you move
to the next State the same thing applies. The plumbing firm in one
State may have certain licensing that they must do to accept a person
in their apprenticeship program and for the journeyman job; another
State, you wounld not have it for that trade but you would for another.

Mr. Lusax. We have beeu told, for example

Mr. Vavanx. I don't think 1 could give you a response based on
individual States. )

Mr. Lusas, Well, T understand that Missouri does not have a State
licensing law_ I think somcone testitied to that, is that correct?

Mr, Vavens. T don't know, sir,

Mr. Luyan. And that Indiana does have a very tough licensing
law, ) ) e
Now, would that mean anything to yon in terms of how you use your
Veterans’ Administration school checkers, which 1 assume are check-
ing on the States? ) o

Mr. Vaveny, No, sir, becanse the licensing determination as to
whether the veteran has sufficiently progressed to the licensing
stage—-— ) ‘

Mr. Lusan, T'm talking about licensing of the school, not the rrade.
I mean, to operate a proprietary school in the State of Indiana, you
have to meet certain requirenients of that State. We were told that in
other States—1 think about. 13—there is no licensing law, that you
¢an just open up a prop ietary school,

Mr. Varvany, I don't think we have found that the States that do
not have a licensing law are, as a whole, that much different from
the ones that do require licensing. )

I think licensing is one of the policing actions, but I think we have
others.

Mr. Hicks, Do you exercise your prerogative to withdraw approval
or withdraw evidence, or whatever vour terminology is?

Mr. Vavanx, Yes, sir, I'll give von an example. \%{ have a hearing
that will be this next week, and we advertised this is a publie hearing
to make a determination whether we will withdraw our students from
an individual scheol. If we make that determination, the school has
already told us that they will have to elose their doors, to give you an
vxlaunll)lv. and this is a school that originally started as a very excellent
SChool,

It tacked onto its program a subcontractor in the PREP field, and
the PREP field has, we've found, many violations. At this point, it has
gotten up to our central office level, and we have s-heduled a hearing,
and I pointed out the type of hearings that we have here in Washing-
ton, but it has reached our level so we do sometimes have to exercise a
determination even be; ond the regional oftice level.

The first uctermination would be made by the regional office director,
that man ont in the field who is dealing with the State itself. If there is
an appeal on this within 30 days from his determination, then it would
come on to our office.

Mr. ITicks. How often have yvou done that in the past year?

Mr. Vavenx, I think we have probably had—T think we have a
figure here—there is a chart in the statement that will give you the
number of instances where we have had to intercede. It's listed under
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the Committce of Educational Allowances, and it indicates that we
have disposed of, we have had five referred and we disposed of three.

Mr. Luatan. That is on the basis of how many schools

Mr. Vavany. There were five schools referred to the Committee on
Education.

Mr. Loyax. I mean how many potential schools?

Mr. Vavaun. Well, if you move back over to the figure of the num-
ber of cases referred nationwide for that last year, there were 499
referrals.

Mr. Lumax. Yes. sir.

Mr. Vavaenn. Nationwide. and they were all resolved before they
reached our level. except five that were referred to our committee.

Mr. Lusax. Now, this is out of a universe of—I don’t know. one of
your chartgghows that you have 14.000 schools maybe.

Mr. Var@uN. This last pay that we had. we had 14,269 institutions
that we paid some allowance to for enrollment.

Mr. Losax. And three of those were found to be not eligible for
the program, as & result of these processes?

Mr. Vavaux. At our level. and 60 at a lower level before it reached
Washington. and we are speaking of the courses now and we are speak-
ing of veterans. You know. that is the limit of our existence.

Mr. Hicks. Are you satisfied with conditions as they exist in the
proprietary schools or any schools? -

Mr. Vavans. I think T would ha: .o be safe in my response. I would
have to say that T don't think we arc aver satisfied.

Mr. Hicks. What prograin have you got ongoing, to try to get more
nearly satisfied ?

Mr. Vavanx. The change that I mentioned, that I implemented dur-
ing this past year. of the compliance survey team of a specialized and
separate group of people. rather than a part of the overall adjudicative
process, the setting up of a veterans liaison system where we have vet-
erans’ liaison people dealing with the school system, those things.

l\!r.) Hicks. Now, this team that you set up. how many people are
on 1t!

Mr. Vaceny. A team is loeated in each regional office. At the smallest
regional offices in the very small States. you would find only one liaison
representative. and one compliance survey representatives.

In the largest States. it could mean as many as five. six, or seven.

Mr. Hicrs. Well, these are the same people that you mentioned be-
fore, then. ]

Mr, Varanx. Yes. sir.

Mr. Hicks. You call them a team on one hand. and on the other
hand they are jnst the officers there.

Mr. Vavans. Yes. sir. well it depends apon the size of the regional
office whether or not it is an individual—where one or two States. for
example. only have four or five schools to oversee, This compliance man
would go to those schools.

Mr. Hicks. Now. that is an additional duty. in addition to something
else. is it not ?

Mr, Vavenx. No. sir. that’s what T say it was. until this year, and
we have removed it from the combined duties and made it a specialized
system by itself. a special team.
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Mr. Hieks. Well, I'moa little slow this morning, so I appreciate your
being patient with me,

Mr. Lumant

Mr. Luaay, Is the funcnon of this compliance team to check on the
adequacy of the State approval agency ?

Mr. Viwveus, No,sir. 1 would think that, T would rather put it in a
different manner, unless it is based on 2 complaint, it is for the pur-
pose of making our own evaluations of the schools,

Mr: LU.\[.\N‘. You know, *his is a perenuial problem. it scems, when
the Federal Government funds the States' activity, to make sure the
performance is up to Federal standards.

We have ad hearings. for example, on nursing home safety, and
have had Federal ins: ectors go hehind State inspectors to see how well
the inspections have o ren condneted, and there were problems. Don’t
youdo this with yous compliance people !

Mr. Vavens., Ohyyes. sir, yes, sir.

) I.\Er. Luyas. What do you do if you find a State isn't doing a good
joh?

Mr, Vivvens. If we find a problem with reference to the compliance
of that school, the report goes to the State approval agency, abso-
lutely, to point out to them the deficiencies of that ~chool.

] ‘.\gr. Lavan, Well, what if you find that the State isn't doing a good
job?

Mr. Vavany, We're still required—

My, Lvaas, You're paying for them, right 2

Mr. Vavuns, Yes, )

Mr. Lvnas. And suppose that you say. we're not getting our money’s
worth. we've wotten complaints that ~chools that you approved—we
checked and vou shouldn’t huve approved them. What do you do then?

Mr. Vavenx. Well, we compile a report to the State, but beyond that
point, we still are bound by title 38, U.N, Code.

Mr. Lusas. So vou have to keep paying them,

Mr, Vavens, Yes. sire,

Mr. Prrrerarn, The only thing I don’t understand is that yon say,
really, von don’t find much difference from one State to another.

Mr. Vavanx, In the State approval agencies?

Mr. Prrreanaen, Yes, ]

Mr. Vavaus. No.sin there is a difference,

Mr. Lueaay, But yon said that the schools that are approved in a
State basieally beeause of acereditation, where the State did not Liave
a licensing law, aenerally were no ditferent than n a State who had a
tough licensing law, and even the acereditors told us that you need a
tongh licensing law. ) X

Mr. Vaveny. No, T eertainly think that a tough licensing law we '
help. T wonld not state that a school ina State without a gougzh_licens-
ing law wonld necessarily be wore lax than one that is in a licensed
State. You have some schools aed some courses that are just as good
in 2 nonlicensing State, It absolutely, T agree. T think that we need
the lice nsing laws in the States. There is no question about it,

Mr, Ihieks. T want to follow this comphianee office that you have
cstablished here a little bit further.
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What is the total number of compliance oflicers you have got in the
United States?

Mr. Vavenx. We can get that figure for the record.

[The information referred to follows:]

As of July 30, 1974, we have 109 compliance specialists, 53 liaison offic s, and
3 performing dual functions.

Mr. Hicks. That is not in any of your charts?

Mr. Vavoeux. No, sir.

Mr. Hicks. Do you have a ballpark figure?

Mr. Vavenx. No, sir. I know we have 58 regional offices, a minimum
of 1 in each office, and that would depend upon the size.

A\g r, Hicks. So that you have at least 58 and you might have
258¢

Mr. Vaveny. Yes, sir, but we can get you the figure. It depends
upon the size of the regional office.

Mr. Hicks. Now, those 258 people have the responsibility of check-
ing on these 14,000 schools that you mentioned that you have.

Mr. Vaverix. Yes, sir. and we have a chart here that we have entered
for the record that will indicate how many compliance surveys we
conducted during the past year, and the type of schools that they were
conductesd] in.

Mr. Hicks. That is in one of the charts that you have?

Mr. Vaveux. Yes, sir.

Mr. Hicks. All right. Now, that is before you set up these compli-
ance officers that have that as their principal duty %

Mr. Vavoiux. That was before, that was during the past year,
and it would be partly before and partly after we established the
compliance offices. ) )

Mr. ” [icks. What is your objective with the compliance officers that
you have now set up separately? What is your objective in the num-
ber of surveys that sﬁould be made?

Mr. Vaveux. We have planned an increase for this coming year,
and Miss Schaeffer has the figures.

Miss Scnaerrer. For ﬂigqht schools, 100 percent. In other words,
every flight school would be surveyed once a year.

For the BCL, the below college level courses, every 4 years a school
would be surveyed. 25 percent of them would be surveyed each year.

Mr. Luaman. Is that the classification proprietary schools fall in?

Miss SCHAEFFER. Yes. )

The institutions of higher learning, those that have over 300 trainees
95 percent every year. Less than 300 trainees, there are 25 percent
liaison visits. In other words, they rre doing a dual function—they're
doing the compliance as well as_any other administrative problems
that would be discussed at the time.

For OJT and apprentice, 10 percent every year.

Mr. Hicss. All right. Now, as you discover things that aren’t to
{our satisfaction, what formal process or informal process do you

1ave of passing that on to the Office of Education ?

Mr. Vavenx. We would irrmediately upon receiving the report of
a compliance survey showing violations of approval criteria. submit
that re[l)grt to the State apﬁ(roval agency.

Mr. Hicks. No, I'm talking about the Office of Education Lere in
Washington, D.C.
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Mr. Vyvans, H tliere is a diserimination of any kind on the part
of the school, or a failure to comply with our title VI regulations.
then we would notify the Office of Education. beeause they are also
involved in programs that are working with us. and this s one of
the reasons that we have these periodic meetings with the Office of
Edueation.

Mr. Hiers, Now, Social Secarity also fumls stadents, but yon dou't
have any formal working relationship with Social Security ?

Mr. Vacanx. No. sir. not on the educational level. June. do you
know of any ¢

Miss ScuaerrEr. No. )

Mr. Vaveu i, T would like to go back to your question about all
State approval agencies being alike or not alike.,

I will give an example. We have a State approval agency in onc
State that will approve a school. and that zame school will hove an
operation in another State. identical. and the State approval agency
in that State. on occasion. we find that they will deny chat school.

Mr. Pritenarn. So there are different standards in different States.

Mr. Vavens. Oh, yes,sir. ]

Mr. Prrrenarn. What T want to know is. do you take this into con-
sideration. and obviously. some States are better run than others.

Mr. Vavens. Yes. sir. )

Mr. Pritesain. In this area. Some may do a job of weeding out.
may get after them. and in other States they don’t.

Mr. Vaveuy. That's true.

Mr. Pricemarn. Y d it wonld seemi to me that vou would be aware
of this and you wouid know that you have zot to he very careful in
State X. or because they don't take care of their business. and you are
going to have to make sure that government money is spent carefully.
~ Mr. Vaveus. True, Normally, a regional office director and lhis staif
in that regional office and in that field station knows the State ap-
proval agency. he knows their weaknesses. They may be strong in the
OJT field and do a darn good job. but they may be weak when 1t comes
to policing an individual school, so ves, sir. that is correct.

They do watch it more carefully.

Mr. Prirenarp. But what T am looking for is a little guidance. T
keep having the feeling that our ability to get all of the Federal agen-
ries enordinated and working and running down the road in a harness,
it seems to be a wish way out there.

. The Office of Edueation has had 2 yvears to promulgate their regnla-
tions and still haven't done it. and so it seems that the best chanee of
policing this area is through the States. and the law savsiit.

Now. I wonld like to put some pressure on the States that are not
doing a good job. and T giess Tanm looking for a little adviee and help
on how can we nudge the States into ~ome action. and obvionsly. you
people wounld know which States are doing a good job and which are
not doing a good job.

Mr. Vivans. Yes. sir. onr regional office director wonld know the
weaknesses of the State approval ageney.

Mr. Prrrerarn. Al right, s wht Twonder, conld voun as & person
give me some gridinee as to which States are doing a good job and
which States aren’t doing a good joh?
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Mr. Vavauaxn. I dor’t think we have them categorized that way.

Mr. Priteuarn. Well, if we cannot get the information so that we
can

Mr. Vavenx. I don't believe that my evaluation or my staff's evalua-
tion of one State approval agency as opposed to another. as to how
strong they are in nieeting the requirements, would he sufficient to sat-
isfy vour needs either. There is ne. yurdstick.

Mr. Prrrenarn. I realize that, but there are about three or four dif-
ferent groups here that come in on this. and I think maybe getting a
profile of about three. four different angles. we might get a little better
idea. and what I am hoping for is that we can turn the heat on the
States that refuse to do a proper policing job. and T am sure that in
your organization they know which States are doing a good job.

Mr. Vavens. Yes. sir. they know. )

Mr. Prireiiarn. They know. and wouldn't it be nice if we could
kind of gret that information. )

Now, maybe we are getting over where it is something that vou
:'leel ;’ou cannot do. Do you really feel that that is bevond the line

ere?

Mr. Vaven., T think it is bevond the realm of any responsibility
that we conld exervise within the Veterans' Administration because
we are constantly ealling to the attention of the State approval agen-
civs that are weak. aml as I say. just this past vear T have established
that we will have training programs with these on a regional basis
so that more than one Ntate il be sitting in these training sesstons
with the other States. to learn more abont what the good States are
doing.

Let's put it that way.

Mr. Prircuarp. Well, T think vou know . hat T want, and T think
T understand vour problem.

Mr. Vavens. Yes. sir.

Mr. Hicks. Mr. Luman?

Mr. Ly, Mr. Vanghn, earlier

Mr. Vaveux. Could T turn this over to Mr., Mulone? T have to go
to the airport. T'm sorry. but T have a plane at 2. hut T will leave
it to Mr. Mnlone. ) )

Mr. Mulone is my deputy. and he has just arriven in Washington,
He's been a regional office director. and T think he conld give you
some help.

Mr. Pritcrarp. Good. He may have a good answer {or me here.

Thank vou verv much.

Mr. Vaveny. Thank you,

Mr. Lryas. Mr. Mulone, earlier T asked Mr. Vanghn about the
enforcement of the regmilation that says a school cannot use erroncons
advertising. and he said he wonld have to get cases where you ha:«
acted on this. in the 38 regional offices. .

Now. how can von possibly cooperate with the Office of Fducation
and the Federal Trade Commission in Washington if you don’t even
kuow what is happening in these regional offices. to get enforcenent
of that law?

) they tell von in Washington when they have moved against
a sichool, or do they handle it themselves. and if they do handle it
themselves. how does the Office of Education know?
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Mr. Mo rone, Noo this s done on a statewide basts, When a false
or nusleading adsertisimg comes up. it s taken np by the regional
office direetor with the State approval agreney,

Mr. Lusas. Bur you see, we have been talking abont a1 Federal

unmt here. and trying to wet the avencies to help each other.
U wonld suppose that i your regional offiee diseoversd a sehool
m Wyonming that was nsinge misheading adhvertising, the Federal
Trade Conumission nught want to know it. maybe even the Office of
Edneation, but if the central office of the Veterans' Administration
doesn’t know abont it, how ean the interageney group do anything
with !

Mr. Munese, Well, von <ee. when von look at this on a broad spwe-
tram, what we zre doing in the Veterans' Administration is actially
Jdealing with 28 State agencies. and we are doing this in terms of the
regional office director. and he is the man that sits over the whole pro-
e, as far as the Veterans' Ndministration i< concerned.

ile and his staif are the watehful eve of what is woing on in the
education fiekl. whether it be HIL, or below collese level, and anything
that 15 determined as misleading or falee advertising throngh onr
determmations that ane made by compliance inspections, is immedi-
ately brought to liwht with the State approval ageney,

Mr. Lo was. But i< o bronght 1o light with anvone from the Offiee
of Edueatien m reference to student foans, or anvone fi o the Federal
Trade Commission
Mr. Murose. Well in my experienee, I wonld have to answer no.
Mr. Lustas. Shonldn't it we? )

Mr Muerove: Yes, Isuppose that we could improve the program to
that extent and warke it more foreeful, ves, )

Mr. Lestans Welll do vou gt at the regional Jevel any information
foom the Office of Edneation and the FTC coming in vonr direction?

Mr. Murone. Yeso we do. You mean in terms of the guality and the
stancdands that ane provided by the sehool 2 ) )

Mr. Loy We have several Federal agencies involved one way or
amother with the <chools. One of the amencies discovers » problem. The
uestion is, to what degree do they make the other ageneies aware that
there is a problem there, <o that the other agencies ean take some
action?

Mr. Murose, Agin, in my experience, I would have to answer
there 15 not the communication in existenee that should be in this area.
It s not as tight a<at shonld b,

Mr. Granam, Mr, Mulone, what abont conmmmieation between the
regional offices 2 1f yon receive a ot of complaints about a schaol in
Ihnois, are those complaints sent by the VA to your Pennsvlvania
regtonal office ?

Mr. Murone. There is a vory nght communieation, very tight, be-
einse one office in terins of correspondence sehonls, there 1 an opera-
tion in many other States, and an exrmple of this would be La Salle.
a correspondence <school o of Chicago. They operate in practieally
ev ey State in the United States, )

Now, there i< a difference i quality from State to State : now, if the
auality s let’s savesubnormal i e State, he's goine 1o report that to
il of the others, TIe's votng to veport that to the regional offiee that
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houses the main offive of the cortepondence school, plis reporting this
toonr Washington office. ]

Mr. Grananm. So if the veterar, living i Pennsylvania applies te a
school in Chieago. does the regional office in Peansylvania inform him
of prablems that the regional oflice ir: Chicago has discovered ?

Mre. Mueroxe, You mean from office to office 2

Mr. Grastay. Yes, )

Mr. Myvrose Yo there i: a very good communieation in this area.

Mr. Privenarn, Within the VA2

Mr. Mvroxe Yes. within the VA it has been very fine.

If T were sitting as the director of the Chicago regional office, and
I discovered something in Illinois involving a correspondence school.
and T knew that it affected the other States, T wonld come right in here
to Washington and ontline the entire ease for them. )

Thevy in turn wonld go to the field and tell them that this is a situa-
tion with such and such a school, This oceurs quite frequently.

Mr. Granay. Mr. Mulone, I wonder if vou could review for me
the process a veteran goes throngh in applying for benefits. We were
told that once he becomes a veteran he receives a mail packet from the
VAL What happers? ]

Mr, Mirone. Onee he is separated from the service, he is given his
discharge form. a D21, that D214 is sent to our computer center
in Anstin and in turn, a compnter spills out a letter to the veteran
which ennmerstes eertain enefits that he has, plus the fact that it
also meludes a1 application for edueation benefits that he can fill out
and take to a sc-hool, whether it be TITL or BCL. and the school certi-
fies and he certifies. and that comes in and we take action on it.

This is under chapter 34, title 3%, United States Code.

Mr. Grasvyr, But it is not necessary for hini to meet with anyone
from the VA

Mr. Mroxe No, )

Mr, Granay. Well. the only connseling he would receive then is
throngh the mail? ) )

Mr. Meraxe. Wall, he receives counseling on the campas and in the
school.

Mr. Grastam, From a VA perszon?

Mr. Mveose. Well, under the new program, yes. he wonld have a
chanee. he wonld have the opportanity to talk toa representative of the
Veterans' \dministration, )

Mr. Graras. Where would this representat™ e he?

Mr. Meroxe. On the eampus,

Mr. Gryiasm. What abont a correspondence school?

Mr. Mcrose Tu o correspondence school or below college level, he
wenldn't tulk to ope,

.\lr.‘ Grann v, Well, what about a residence school and a proprietary
U"llm ?

Mr. Merose. We wonldn't have that either.

Mr. Graran. So it would just be on college campuses.

Mr. Meroxe Yes

Mr. Granvs. But as far as proprietary schools go, there is no vet-
erans counseling, personal connseling.

Mr. Mrroxe No,
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Let’s sav that he i~ pursing an objeetive, and that he stddenly
decudes that 6 gust =0t the objectne that he wants to pursne, and
he want< to change lus cotrse, When there is a change of course, there
15 sote courseling that takes place,

Mo Prevciain. Lot me just ask von to follow that up.

Mr Musone, May T make one more comment ?

Any veteran taking education under any law can regquest counseling
atany time,

Mr. Prrreskn, Bur we spend $1.5 billion here on the VA on ediens
tional benefits to onr veterans. and it shows here that we only spend
SCA million for connseling, That i~ fourtenths of 1 percenf. and I
know that in all other aspeets of education. that wonli be considered
minenle. From my experience. this is tervibly important, that peaple
get ~ome connzeling and an opportunity to talk these things over
hefore they @o down the road and are endenraged to, and 1 eannot be-
lieve thi that isa very sood ratio, _

Mr. Meroxe, Well, ander chapter 34, there is no reqnirement that a
veteran be connseled initially, He enn vequest it, but there is nothing
in the regulation or the law that <avs that he must be counseled.

Mr. Proeman, Well, T wasn't talzing abont that. I'm kind of proh-
e here not on what the law savs he must do. but what wonld be best
forthe veteran. and in vour opinion

Mr. Meroxr, Well. in my opinion, and the experieive T have had.
even with my owa children at the high <chool level. durine their edu-
cation at the high school level. they are connseled any number of
times,

Mr. Primomarn. Oh, ves. T understand that: that's not veterans.
That's our edneation proces<, and that has come ahont heeause people
have found that it i< necessary,

Mr. Meroxse. That's right, )

Mr. Prrremgn. Now, von take a voung perzon that is a veteran. and
12 comme back, T eannot think of anvone that conld benefit more by
some counseling . Tle takes this conrse, and =i s down and jnst has no
chance totalk it over wirh s~aehady.

Mr. Meroxe. Well as T e . if he feels that he wants conn~eling, ho
ean request it when he makes application for edueation henef ts,

Mr. Pritenen, Put von know, <aving that a person feels that he
wants it or needs it T think that there shoul.d be some standard counsel-
g, s that not having it i< the exception. rather than having it is the
exeeption,

And T reatize that we re soing after n littl+ different linenp here,
von know, this ‘< pot reatty on the point, bt T eness T am just soit of
probing vou per<onallv, what vou think ahont connseling and veterans,

Mr. Muroxe Well. Thelieve in connseling,

Mr. Preveman, Well if vor do, why do we snend only fonr-tenthe
of 1 percent at 11?2 T wonld lke to <oe the aeerey make i, as T say,
more the rule rather than the exeant o, make it ensier. more sneonr-
agement to do it, beeanse it is my oprion, mv exverience with veterans
isthat thev need conneeling very had)y,

Now. that is just my personal feoli yer- ‘happening to aave had
friend~ of mine and friends of 1y son wl s have or ded npin v front
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room. and just by chance we have gotten talking, and I said. well,
why are vou doing it. this. and that, and I tind then. all those kids
pretty lost in how they arrive at a school. is just sort of by chance.
and that is just a personal observatie .

Mr. Mrroxe. Well. at one time we did what we called gronp conn-
seling, chapter 34. where we got. let™s say. a nntber of veterans. not
in excess of 11, as a group and we talked to the veteran abont what
tield of endeavor he was going to take on. .

Now, in most cases that was not the kind of counseling that the indi-
vidual veteran wanted.

Mr. Prrrcuarp. That's right.

Mr. Merose. He wanted to know where he conld go to school. could
the Veterans' Administration help him get into a specific school, and
what benefits he was zoing to derive from the GI bill.

Mr. Prircsiarp. Well, that's really information. That's net coun-
seling.

Mr. Murosr. That's right. That is not counseling.

But by and large. in the majority of cases, this is what thev wanted
to know.

Mr. Prirciiagn. That's how they start off. when they tell you what
they want to know. )

Mr. Fhews. 1 think Mr. Pritchavd was a vietim of bad counseling.
That's the point he is trying to make.

Mr. Prrreuskn. That's rights ve been too embarmssed to tell my
mother. ever since, where T am.

Mr. Luatas. Mr. Mulone. someone the other day told me with ref-
erence to proprietary students. that the conrse « hange requirement was
very tough for them. because they had to get comnseling and they had
to wait 3 or 4 months. i

Is there any validity to this, and if that’s the case, how effective is
connseling if you can’t get to see a connselor fairly quickly?

Mr. Mrroxk. Well. a veteran is allowed one change of conrse. If he
decided that he wanted a second change, there is a requirement that
he be connseled.

In the meantime. we have our own staff counselors and regrional
offices. and we have contracts with counseling centers thronghont the
State. Now. the State that T eame from. Ilinois. we had five snch
centers. )

Now. if the appointment is made and the veteran <hows there is no
reason why he cannot be connseled witkin a period of 30 days, but
believe it or not, onr ne-show 1ate ol connseling sometimes goes np as
high as 25 percent. We everestimate our appointments by a minimum
of 10 percent.

Now. if a vereran does not show—-

Mr. Priteaarn. Well, that veally. that 1o percent falloff. my den-
tist has almost that bad a falloff rate. )

Mr. MrroNe No:it's not that bad, bat when you are dealing nation-
wide. when vou are dealing in terms of thousands of conngelees, tlen—
if he does not show, then he has to be vescheduled agin, and some-
times a reschenling takes another 10 daye.

The actual connseling takes a minimum of aday, the writenp of the
reports—iu some eases where they qon’t show, it conld amonnt to 60
days. it conld amonut to that.
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Mr. Gy, M, Mulone. i this packet that you send ant, is the
only warning about voeational ~chools, or any type of school, cor-
tespondence school, et ceterag s this the only consumer edueation that
I~ put ont /

Miss Scnarerei, Yes:on corvespondence coutses,

Mr. Granww, Have vou given any thought to including the T
booklet which deals with all voeational schools, i the packet ¢

Miss Seawrrerr 1 don’t know af that has been consulered or not,

Mr. Granog Otherwise. he receives no warning what~oever?

Mr. Muroxe, We'll make a note of that and certainly make an in-
quiry. Fdon't know.

Miss Screreee. It nught be that the packet i< 20 large now that to
add more information 15 just going to have him toss the whole thing
astide,

Mr. Granave Bot in other words thongh, a veteran coulil receive
this packet, sigm nup for a propnetary school. or go to school withont
even knowmg that there ave <ome probiems in the fickd, that he might
not wet a job. that the eduoation might be poorly organized. or
whatever. )

What about if von received a thonsand complaints about a school,
and had not vet disapproved the conrse. where along the line wonkhl
he be told not to apply to that school and not take that particular
conrse. that there micht be problems

Mr. Merone. Well, we have had that experience. We have simply
quit accepring applications for that school until we have made the
detereanarion of whether or not the condition existed.,

T2 the condition existerd. we wonld stmply not send any more vet-
e pns to the sechool. ‘

Mr. Granoog, Mro Malone, how mneh money dees a veteran get to
oo toschool ?

Mr, Mueroxe. If lie is single. he gets %200 4 month. That inereases
with the number of dependents that he has. and it goes up to 2 maxi-
i of abont 3365

M. Grauaw. And that is to cover all costs to o to school ?

Mr. Muioxe, Yes.

Mr firvns. And how do vou pay this money ?

Mr. Mrroxe Directly tothe veterm:,

Mr. Granae Ina lnmp <sum?

Mr. Seroxe, No, month by month.

M Luesiws, Mre Mnsone., D, Orlans and some of onr ot her witnesses
have made the point that we probably don’t know enongh about the
nroprietary vorational edueation. We should know more abont what
tvpe of person benefits or the ty pe of trmming that seems to work best
to suit the aims of people whe attend,

The VA has put hundreds of thonsands of students through pro-
prictary ve  onal « pools. What attempts have been made to try to
it the gaps m knowledge abont the schools, <o ax to better adviee
future veterans’ )

Me Myutone, Weolllin the fiekd we talked about comphianee surveys,
We trtked about specializing in compliance survey officers.

Mr. Lestay, T'motatking more about vour relationship with the
veteran stident, a followap after ne has been throngh .s't-l_mol, what did
vour expert, what did you find, what advice wonkd you give to someone

.
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who i$ going to seleet a school. did it relate to the job. that sort of
thing. to fill our knowledge about the general area of proprietary
sehools and the students and their needs. and so forth?

Mr. Merove. Well, as to a fallownp after the man has completed his
edueation and completed his objective, we don®t have any followup.

Mr. Priterarp. You have never done any followup?

Mr. Mouroxe None other than speeial studies. as. let’s say. sending
the man a questionnaire and asking the questions that yon enumerated.
Xo: we never have done that.

M. Privesarn. Yon mnst have done some.

Mr. Braxax. Mav T snogest—we do now have a survev in process
which approaches this. We ask the man if he finished the conrse. if
not. why not. is he using the skills. thar sort of thing. That study is
in process.

Mr. Prircrarn. Have you had some surveys done by people. have
von had some studies done, vou know. we have all spent billions of
dollars ia this program. and T wonld think that. vou know, there
wonld have been some very fine stndies made as to how worthwhile
it was, what it meant to them. or how we could do it better,

T cannot imagine that there just wasn't a terrific smount of follownp
to make sare that this was money well spent. and that we were doing
as gomd a job as possible in this area.

Mr Mitoxe. Well, from the State fevel and our regional offices. we
have never made such a study.

Mr. Braxax, There have been z lot of private studies. but most of
them deal with collece level

Mr. Priverragn. T mean in the voeational area. not in college.

Have vou peovle finded come studies?

Mr. Brav v, The one T just mentioned is the largest,

Mr. Pritenarn. And that is going on now?

M. Bran w~. Right now,

Mr. Pwircitarp. But 3 vears ago. 5 vears ago. vou people did not
have an ongoing program? .

Mr. Brivas. Well. mav T sngoest. 3 vears ago. 3 vears ago. there
weren't many people who had finished the nroeram. Tt was only
heginning. and it is ar the present time that we have a chanee to get
neople who have had the opportnnity to finish the program and who
hav e had some work exverience following that program

Mr. Priteinaen, Well, we have had veterans going throngh veea-
tion+] schools for vears, )

Mr. Brivax, You are speaking of the earlier programs.

Mr. Prircrngn, Well. sare.

Mr. Lews, Recentiv, the GAO did a studv, for the Senate, T he-
lieve, of the correspondence sehools. completion rates. and so forth,

Was that the first studv in thic area. the one that the Senate com-
missioned the GAO to do?

Mr. Bravs, Well there have been a nnmber of studies, There was
a resiew of the World War IT prograni. about 1950, in which the com-
mittee went deeply into the operations of schools and made many
legislative changes based upon that, That sort of thing has been
repeated,

Mr. Loy, T am talking about one where you contaet the students.
Was the GAO survey the first one that went out with questionnaires
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and said, did you fimsh the course, did you get a job, what did vou
think of the traming, what did you think of the VA counsehng, and
so forth: was that the first effort/

Mr. Branax. I'm not aware of any that did exactly that before,

Mr. MoroNte. 1 am not either,

Mir. Prircnarn, You get the feehne that we have a pretey wood
dispensing umt, but. you know. 1 tlank my feeling wonld beoaf T was
tied up m this kind of activity T wouid be survesing all the time. |
would be just checkimg it all the time beeause with the amount of
money gomg throngh. there is respon-ilnlity, plus the use of people’s
lives, the time and hours that people lave put into courses, t\m! vor
would not have left it up to just, you hnow, a study here and there, It
would be an ongowg program. '

I am amazed. That 1z all T have. Mi. Chairman.

Mr. Hiexs. Mr. Graham?

Mr. Granay. No. sir.,

Mr. Hieks. Thank you very much.

Mr. Meroxe. Thank yon very much.

[Mr. Vaughn's prepared statement follows:)

PREPARFD STATEMENT oF OpFELL W VAUGHY, C1iieF BENEFITS DIRECTOR, VETFRANG'
ADMINISTRATION

Mr Chairnian and members of the subeommittee, we are pleased to appear
before you today to present the views of the Veferans Adnpmstration on the
vocitional training programs for veterans and certiin other eligibles

The Veterans Adunnistration i~ responsaible for admnistering three basic
edueational programs w hich provide education and traimng for veterans, seryi e-
men, servicewomen, and eligible dependents. The first, and best knows, iv the
..T Rill. This provides veterans with the opportunity to attamm the vecational
aml edueational levels which they might normally have aspired to and ebtained
had they not served their eountry. The ~econd, the War Orphans’ and Widows’
Eduecational Asaistance Act. provides eduneational opportunities to the children
of severely disabled vr deceased veterans, which they might have been abie o
obhtain had it not been for the disanhity of the parent, for the wives and widows
of such veterans, and for the wives and children of those individuai- wae qve
listedt by the mihitary departments as nussing in action, captured in . ooy
by a hostile foree, or firably detained or interned in line of duty by « Srewn
government or power The third, the Vorational Rehabihtation Aot jrovntes
vocational rehabilitation assistance for disabled yeterans

If the veteran elects to pursne a course that will qualify him for a ¢ =lan
vocational objective, the law provides that the curriculum or courses jpar<ed
the edncational anstitntion <hall be generally accepted as necessar) to fulill
the requirements for the attainment of a predetermined and identified vee: tHonal
or professional ehjective (section 1652(b), title 3%, I' 8 Covle) Ruch ap < loeetin
is a recognized oceupation that is listed in the Dictionary of Ocenpatic. o1 T,
or one that is subject to I'sting in that reference

The objectives of vocational schom econrses and job training cour<es are « 1o
stated in terms of a partienlar eraft. snch as carpenter. welder, automo e
mechanie. sheet-metal worker or similar designation. The program seiettod he
the ehgible veteran or person must inchide the complete training needsd tqusafr
for employment as a journeyman in the oceupatien selected More thoa one pro
fessional or vocational ohjective can be pursned in the enreienlnm or conurces if
all the chjoctives aire generally recognized as being reasonably related to a single
career field, An example i« the antomwobiie body repairman who also needs weld-
ing training to performn the full range of tasks in his voeational objective (see-
tion 16852(h), title 35, 1" N Code).

A vocational school eonrse may be authorized for an occupational obiective
if gradnates of the course generally quahify for employment in the stated job
objective If thcre are licensing reqnirements n the State for the ocenpation,
completion of the course mnst meet the requirements for taking the licensing
examination. Tf there are no heensing requirements, completion of the course
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mnst be generally recognized hy prospective employers as qualifying for employ-
ment in the stated occupation If graduates of the course cannot obtain employ-
ment in the community where the course is given hecanse they are not congidered
qualified. the vocational course should not be authorized as a program of
education.

In addition, 509 of the graduates in the last two yvears in sales or sales
management courses must be employed in these flelds. Additional training for the
same objective is considered refresher training, which is prohihited under the
law. The law makes an exception where the student needs additional training
at the seconda-v level to qualify for admission to an appropriate training pro-
gram (Section 1691(a) (2). title 88. U.8. Code). An eligihle veteran or person
who has satisfactorily completed a vocational school or joh training program is
considered qualified for the stated occupational ohjective.

YVocational training may be obtained either by correspondence. residency or
on-job training. In general. the determination of eligibility for the payment of
educational assictance allowance is determined withont reference to the type of
school or type of training, Different rates of henefits are not paid merely because
the school offering the training is a proprietary school as distingnished from a
non-proprietary school. However, if the training is offered by correspondence, the
rate of benefits is hased upon 909 of established charges rather than the fixed
monthly amount paid to students in residency tvpe training. If the training is
on-job type training. the monthly amount is less than that paid to resident stn-
dents hecause the student al<o is being paid a wage hy the employer. This wage
mnust he less than the journeyman rate, If the student qualifies for the journey-
man rate. he is considered to have attained his vocational objective.

Proprietary <chools, the courses of which are not aceredited. mav not have
more than 8567 of the students receiving ben~fits from the Veterans Administra-
tion or have all or part of the cost of the course paid for hy the school (Section
1872(qd). title 38. U8 (ode). Nor. may the institution utilize advertising of any
type which is erroneous or misleading. either hy actual statement, omission or
intimation (Section 1776(¢) (10), title 3R, .8, Code). Also, proprietary schools
ave required to have the course in operation for at least two years bhefore veterans
and eligible persons enrolled in the course may receive Veterans Administration
benefits (Rection 1789, title 3R, U8, Tute).

In addition. correspondence conrse pavments are made onlv if the statutory
requirements as to contracts, contract affirmation and refunds are complied with
biv the <chools (Section 1786, title 3R, T" 8 Code).

Enforcement of these provisions of law is generally accomnlished through the
State approving agencies of the various States (Section 1772, title 38, U.8 Code),
Except in a limited number of exceptional case<, the Vete.ans Administration
does not approve conrses The Veterans Administration seeks to achieve com-
nliance with the provisions of the law by coordinating its actions with these
State agencles and reimbnrsing them for the costs involved Tn addition. the
Vveterans Administration periodically survevs training institutions and estab-
lichments with its own staff to assure compliance sith legal requirements While
these survevs are made rezularly each Fear as a matter of conrse. the Veterans
Administration also conducts snecial survevs of institutions if complaints have
heen vecelved or if the records snhmitted bv the institution to the Veterans
Administration reveal that there is probable cause for investigation. In enlendar
vear 1973. a total of 2.668 cases were referred to the State approving agencies
and 144 course disapprovals resulted, During the same period of time 168 casex
were referred to VA station committee< on edneational allowances and 13 resnlted
in disapproval of henefits for the conrse by the Veterans Administration.

The niost frequent problems reborted to the Veterans Administration have
to do with the quality of the educational programs. the quality of the instruetion.,
and the methnds by which the student was indured to enroll The largest number
of comnlaints have to do with corresnondence training conrses Many students
do not helieve that the training accorded truly qualifie< them for the vocational
objective sought However. this is not a universal view. The recidence courses
are frequently complained of in terms of the eqninment n<ed for training Some-
times it is fonnd to be un<nited to the enrrent industry standards In everv snch
instance, the Veterans Administration refers the matter to the State annroving
agency to verify the facts and rake appronriate action If warranted the Veter.n<
Administration also conduets ite own investigation. particularly where elements
of fraud may be involved.

In addition to the problems which the student mav encounter fram the insti-
tutions, the Veterans Administration frequently receives inquiries regarding the
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failure of the student to receive prompt and timely payment of benefits to which
he is entitled We are at present implementing many basie changes in our process-
ing procedures to improve our vervice to veterans and eligible persons.

State approving agencies were created as a result of the specifie requirements
of the WWII G 1. Rill (PL, 348, 78th Congress) They were continued under
the Korean Conflict G.I. Bill (PL 550, 82nd Congress) pnd in the current program
(PI. RS 338)

Nection 1771, titie 38 U.N. Code requests the chief executive of ench State to
designate a State department or agency to perform the duties of the Ntate approve
ing agency in the Ntate, Nection 1774 title 38, UN, Code authorizes the Admin-
istrator to enter into contracts to reimnburse the States for the NeCcessary expenses
of salary, travel. and certain administrative coxts incurred in the performance
of the duties of the Ntate approving agency.

Section 1772, titie 3%, U8, Code provides that courses offered for training
eligihle persons and veterans under the War Orphans’ and Widows' Edueational
Assistance program (Chapter 35, title 38, 1.8, Cade) or veterans and servicenien
under the current G I Bill (Chapter 34, title 38, U S, Code), must he approved by
the State approving ugency of the State where the school or trainimg establish-
ment is located or by the Administrator The Administrator is only given specifie
responsibility for approving courses offered by Federal ngencies or by schools
located outside the United States.

State approving agencies have the responsibility for approving courses given
hy all types of schools and training establishments. These include public and
private schools, schools helow college level, colleges. unlversities, hospitals, and
apprentice and other on-the-joh training estahlishments The co irses which are
subject to approval run the gamut from such subjects as cosmetology, auto me-
chanics, and flight courses, to advanced residency courses for purposes of quall-
fying for medieal specialty boards

Some States have one approving agency to approve all types of courses and
schools. Other States have two or more approving agencies with each having
Jurisdiction over particular types of schools, In States having more than one ap-
proving agency. the usnal pattern is for its Department of Fducation to have
approva’ responsibility for all schoolx with its Departmert of Labor having
responsibility for all training establishments offering apprenticeship and other
on-the-job training.

There are currently 72 State approving agencies with whom the Veterans Ad-
ministration has contracts. The<e contracts for FY 1975 will cost the Veterans
Administration about $12 million. In addition, the District of Columbia performs
State approving agency work without charge,

In performing their work, State approving agency representatives not only
visit schools and training establishments to make initial approvals for courses.
but conduct. on a continning basis. supervisory visitx to schools and training
establishments having veterans and sther eligible persons enrolled in approved
courses, In the event violations of approval eriteria are discovered on supervisory
visits, the schools may be eantioned and given a specifie time to correct the vio-
lations. or, where serious violations occur, the State approving ageney may with-
draw the school’s approval.

In accordance with Veterans Administration Regulation 14207. whenever
the Veterans Administration finds that a <chool mag be in violation of any cri-
teria required "y law for enrollment of veteran<. the Committee on Fduecational
Allowances reviews the facts and recommends to the station head the action
to he taker The school may request £ hearing before the regional office Com-
mittee on Fducational Allowances If the station head approves the recommen-
dation of the Committee on Edueatfonal Allowances. the decision Lacomes final
nnless within 30 davs from the date the <chool i notified of the decision, it re-
anests a review by the Central Office Fdncation an  'raming Review Panel. At
the Central Office level. the panel consists of a staff niember of the Education
and Rehabilitation Service and two consuliants chosen from a group of none
Veterans Adminictration employees selected for this pmrpose There are a num-
her of State approving agency representatives among the con<ultant gronp If the
Director. Editeation and Rehabilitation Service, eoneurs in the recommendations
of the review panel, thiz hecomes the final administrative decision of the Vet.
erans Admin.stration. It the Director does not conenr in the recommendations.
the final decision i made hy the Chief Benefite Director,

In manv caser the Committee on Fdueatfonal Acsistance Allowances does not
have to take act'on becanse. when the violations ate called to the attention of
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the State approving agency, that agency contacts the achool and either obtaina a
corrcetion of the violations or withdraws the school's approval,

It is noted from your letter of July 2, 1974, inviting representatives of ihe
veterans Administration *t~ appear and testify, that it is the Subcommittee’s
undexstanding that the schocls with the largest number of Veterans Administra-
tion supported students are the proprietary vocational schools. I wounld like to
Doint out that unless proprietary correspoiulence schools are included, this is not
correct. I have a number of tables providing statistical data on the number of per-
sons enrolled in vocational type training, and the amount of benetits which are
paid by the Veterans Administration. It ix requested that these tables be in-
cluded in the record.

Mr. Chairman, thls conclndes my presentation. I will be pleased to respond to
any questions you may have,

ATTACHMENT 1

BENEFITS COST FOR YRAINING COURSES NOT LEAOING TO A STANOARD COLLEGE DEGREE (EXCLUDING FARM,
FLIGHY, ANO CORRESPONDENCE)

{in miilions of dollars)

Veterans  Servicemen Dependents

270.0 14 NA
NA NA 9.6
5.4 NA HA

(Chapter 34 veterans also received $07.2 million and servicemen $22.5 million
for correxpondence training: veterans $33 8 million and servicemen $6.0 million
for flight : and veterans $14.0 million for farm training)
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PERSONS IN TRAINING UNDER GI BILL
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ATTACHMENT I

CH 34 PERCENTAGE DISTRIBUTION OF TRAINFES BY TYPE AND PROPRIETARY STATUS OF FACILITY AS OF
APRIL 1974 AND 1973

Public facilities - percentage

distribution
Type of facility 194 1973
Institutions of Mgher learmng 81 4 n’
University . 704 ’ 710
Hospital kL] 34
Texhers 91 91
Jumor coliege = . 92 6 %S
Other schools . %4 s
Technicn 21 28
Business 1 1
Secondary elementary 94 97.6
vocational trade HE s
Indiidual anstruction 333 21 4
Job trarming 96 T i0s
Total %4 T
ATTACHMENT 4
CH 34 -DETAILEG 1 TRAINING COMPARISON—APRIL 1974 TC APRIL 1973

1974 Purcent
Grand totsl, all leveis 1536, 724 1,400 566 136 158 97
Collegs level total 938,013 Moz wm . 1o

Graduste .. 121, 807 1S 608 s 19 5
Undergraduate 807,829 120 991 87 278 12.1
Nondegres. 8 m 9 13t -3% -39
Other schools totat 469,933 Wen  awxe 88
Vocational or techmeal post-Migh school 71 %51 14,619 —"-J.O(a —4.1
Other voational ard techmcal U 3.1 1718 S4
High schoci . 24 0] 20 673 3139 16 2
Flight tramng 74 685 22,948 2137 LR
Cocperative farm 15 329 10 <87 474 “ws
De1ab teaming total 128 1% 109, 665 15,131 174
Appranticsship 6 %7 6134 5 663 92
Other 61 199 &8 331 13, 468 1.9
Velerans totg!, Al levele TLI B SRV VT 134 280 10.2
College level tota} 970, 84 832.73G 88 115 106
Graduate - N6 108 58 3t 29
Ungergraduate 80: 3% ns on2 85 394 e
Nondegree 183 300 -m -4 b
Othsr ghoots toty 398 152 1A WAt ] 21 2 113
vocatony or techmeal post hign schedl 9 894 93 17 m i1
Giher vocttional dnd techmich 1 68 999 16 638 6]
High school 20 1% 17 7143 3 ud 69
FHgM te3iming 21 526 19 /02 1 874 91
Cooperative f vrm 15 333 10 587 4742 “us
Naegod temeng tot M 128 9% 179 6% 1913 17 4
Apprenchiceship 66 B 61 134 5 66) 92
Other 6 19 48 131 1) 468 29
Q wiatnam ers velerins bura) A levels 1160 285 1048 893 m 12 106
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ATTACHMENT 4— Continued

CH 34 —DETAILED IN TRAINING COMPARISON —-APRIL 1974 TO APRIL 1973—Contimuad

College 'evel total

Graduate
Unaergraduate
Nondegree

Other schools total

vocationa! ar techmical post mixh schadl
Other vocahioaal and techr ¢t

High school

Flight 1raimirg

Cooperative farm

On=job training total

Appienticeship
Other

Servicemen total ail levels
Callege level total
Graduate
Undergriduste
it feires
Other choois taty
¥ocational ¢r techncal post-*igh school
Other yocaticnal ard techmcat
High schooi

Flight traning
Cooperative farm

PERSONS 1™

Program

Past Korzan  educational  aneistinge

program - chapter  34- a ‘ramiog
duting yexr

Schacis belaw college levey

(Bl IR hILT}

Chitdren  educy’ o 3l assstance proy-
RE M chapler 35 n trumng g
rear

Schools below coitege leve!
job t hung

Wives Y10 w Jaws educaniungy viustanes
program  chig'er 35 antryiengdyrs
g fett (teril)

| *stytions of mgher ieirmirg
Nebaaie Datowe Callnge ‘evet
it

yocationdl  (shan it ation prageim fog
disabled  weterie chagler 3 0
trwmag Wt o peye
- el G ligge teeml
Libtrpmng
Attt an tarm

RALY
43

“3
‘0
(LA

—_>

Change
1974 1973 Number Percent
759 234 688 954 10 289 e
89 905 %639 3266 18
663 026 59 007 67 013 12
6 303 30 -5 -1
282 189 259 339 23 450 90
a5 598 82 7% 17
201 i1 185, 866 15 911 96
15 578 13 ¢76 2.302 173
11 188 397 1211 i1
8 648 5378 3210 o e
118, 262 190 600 17,662 176
Te2 0 ST 320 5,679 10§
5% 56 uMm 11,983 71
8 331 %as3 L1818 22
17 168 "12 %60 Tas08 %7
9 151 7090 2.651 IS
6 a3 4549 1924 T
388 a2l 23 25
TS 73 893 27130 ~37
165 15%2 3 8 BEYY
53 080 52 625 255 9
3267 2920 37 1
3 159 2 846 3 1o
ATTACHYVENT 5
TRAIMING DJRING FISCAL YEAR BY PROGRAM
Fiscal yeat
Toun 191 1976 1969 1968 1967
637957 <21 473 416658 330 D00 254 576 129,098
161 643 185 6.8 115 83) 66 498 18 629
Lot 8wl 3696 483 44 36
9%  AMs  1oM 2819
6 478 5 124 3 A84 1487
] ou 14 1iR? 132
7R ASY 793 713 6851 658
1714 15 1 818 i1 98 12
14 1) 17 1 13 12
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ATTACHMENT &

S NDGIDUALS 1Y TRAINING DURING FISCAL YEAR BY TYPE OF TRAINING Anu hitLy OF STUDY

UR TRAINING

Schonts nther *hat coliege levet (percent)

Totar

Arts

Fysiness

Serirees

Technical courses--ta* )l

(R DL
Vggieal and reisted
vagimeering ceRdl 1nd other cechnical ~ot elewhere classified

Trave 3ad ridustraal Htal

A conditioning
{omtruction

Electiicas 3nd elec roni
Machanical

Vetalwotn

Genpr trade ant ntust g

Jeher iest fytiond
I IARIS WAL SR

fab rw - {percent)
T

S

Techricrl and ™1 ygen

Loarcy

Sl

et ACLB Ny

farming “shery, torestry occupatiors

Yrade and incustnal  total
Poacessiog atcupahions
Machine trades xcupatiens
Beng hwurn cocupatruns
MILCLE Y wdrk JECLE¥tany

Wiscrilaneous 0ccupatinns

ATTACHMENT 7

Buning hscal

yedr 1973

7S5 559

318
94 181
44,150
69,510

54 858
353
HE

350 665

42,758

122 00
43 061

1502
123 089
T oageg
3% 187

6 743

7% 285

172

Duning fiscal
year 1972

637

902

39 30t

58 199

3
12

7
553

268 631
38,510
9 068

Change 1972
ta 1973

18 4
117 597

~d 3y DEPENDENTS '% TRAINING DURING FISCAL YEAR BY TYPE OF TOAINING AND FIELD OF STUDY

NR TPAINING

SEhe s ather thys cyllege 1oy

O
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ATTACHMENT 10
CH 3% —RESIDENCE AT TiME OF APPLICATION
TOTAL IN TRAINING 8Y LEVEL OF TRAINING

Other Correspond-

Total Callege schools 0T Farmt ence 3

Grand total 153 724 938 013 469 915 128 79 15 329 306, 829

Us total 1523, 499 929 639 465 3% 128 495 15,328 306 228
Alabama. 29 508 15 947 10 817 274 12 3,475
Alaska 27174 1534 07 166 3 581
An20na 24139 16 824 5 3% 1979 11 4,224
Arkanyas 13 638 5 579 6 563 1 49 3073 1,897
Caldorma 253 238 19197 43 676 10, 365 100 29,291
Colorado 27 040 16 295 9 044 1700 17 6,843
Cunnecticut 18 052 10 515 4 841 2 69% 2 3,611
De'aware 4482 2181 1338 324 2 1,082
Diw'nict ot Columbia 11 162 6577 4240 kL 2 1,670
Flunida 51 609 31 306 15 43 4 880 446 9.073
Georgia. . 36 45 15 807 16 536 4,112 13 5 (06
Hawai 9,057 5 562 2 5% 940 2 1922
V1aho 6 519 J Al 2 544 534 6 .24
1linvis 65, 263 41 391 18 857 5 0i% 65 13,941
Ind:ana 27,965 12 494 1. 198 3 78 8,986
lowa 18, 351 7 %8 9 517 1,266 2,411 5. 906
Kansas . 16, 261 9675 5 412 1174 32 3,691
Kentucky 19,033 9 390 8 144 1,500 5 5,835
Louistana 24,209 12217 9, 006 2,926 50 4,272
Maine 7,263 3925 2,629 1,339 2 1,554
Maryland 30 606 20, 108 8 289 2,209 ) 6,280
Massachusetts 34 540 24 980 7129 2,431 5 , 059
Michigan 48,949 26 006 18 520 4,423 8 14,313
Minnesota 30 007 i3 W7 12 696 3404 2,045 6, 165
MississiPpy 11 687 5 846 4 602 1,.39 3 2,600
Missour 35 542 20 538 12 331 2,673 92 8,226
Montana 5,342 2618 1 850 864 19 1,259
Nebraska . 1211 6 342 4514 1,315 1,591 2,119
Nevada 4 884 2m 1744 363 1 1,330
New Hampshire 4,824 2,523 1451 850 3 1,223
New Jersey 35 860 2232 10 303 3,328 5 7,817
New Mexico 10 781 5 901 424 633 2 2,935
New York 101 05 63 243 26,833 10, 480 17 21,009
North Carohna 43,0637 24,55% 12.180 6, 301 122 5,777
North Dakota 6 279 2 493 2823 913 457 1,674
Ohio. 55 326 30,108 20 548 5270 5 16, 485
Oklahoma 23 093 15 353 6,382 1,402 91 3,760
Oregon . 18.198 nm 3,320 2,10t 4 2,159
Pennsylvania 60 142 29, 354 24 230 6. 558 7 19,681
Rhode Island 9 089 6.832 1667 590 0 1,148
South Carolina 24 213 12 011 9, 764 2438 9 4,619
South Dakota 5 588 2079 2915 534 741 1,829
Tennessee 2] 9%2 14 298 11 926 2,638 105 6 023
Teras . 92, 986 63.354 25,250 4 382 49 17 154
Utah 19,293 6 328 3319 646 3 2,865
vermont 2 163 N1 621 491 1 438
Virgima 36, 550 20 447 12 647 3 4% k2 10 203
Washiagton 34776 22 094 10 501 2181 16 6,871
West Vicqinia 10 059 4831 3 468 1760 1 2.327
Wiscorsin 28 276 15 898 9 369 3 n0% 610 6, 856
v WyGming 2 842 1,503 998 341 29 807
Outside U S total 1324 83N 4553 nl 1 601
Puerto Rico 10 30 6 529 18m 194 194

- Uincluded 'n other sthaals
11 ctyded in other sihuuy an 1 colleRes
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ATTACHMENT 14
ADIUDICATION EDUCATION ACTIVITY (SUMMARY FOR PERIOD ENDING JUNE 30 1973)
COMPLIANCE SURVEY OF SCHOOLS  CASES REFERRED

To approving agency

To commattee on
educational aliowances

Benahts discontinued

Number approval critena
of courses Number -
Number 41320 Nymber disposed Not
referred proved reterted of nvoived 1nvolved
Station ' A 8 c 0 F G
Harttord. Conn 28
Wiimington, Del 2
Washngton, 0 C 8 S
Togus, Maine 3 1 -
Baltimore. Md 1
Boston, Mass 28 -
Manchaster, N H 32 1 1
Newark. N J 3
Buffalo, N Y 36 B iy
New York N Y 13 -
Pittsburgh, ®¢ 10 3
Providence, ® ! 18 1
Huntington, W Va .
Area ] total 260 1 1
Montgomery, Ala 83 10 1
Little Rock Ark 4
St Petersburg, Fla 57 1
Atlanta. Ga 53 6
Louisvitle, Ky . i
New Orleans, La 23 ] 1
lackson, Miss 18 ) B -
Winston-Salem, N C S0
Sanjuan, PR 16
Columbia, S C 30 3 =
Nashville_Tenn 9
Houston, Tex . 12
Wace, Tex 23
Roznoke. Va 1 1 -
Area 2 total 376 3 2 -
Chicago, W1 . 9
Indianapolis, tnd - 84 4 ~
Des Moinss, lowa ? 1
St Pau!, Minn. 19 1" 1 1
St Louts, Mo 9 1
Lincoln, Nebr 10 2
Fargo, N Dak . 19 1 1 1 1
Cleveland, Ohio . 32
Muskogee, Okia. 16 6 6
Philadeiphia, Pa 15 2
Siwux Falls, S Dak 7 ~
Milwaukee, Wis 2
Area 3 total 29 25 1 8 ? 1
Phoemx, Atz 7 3
Los Angeles, C 10
San Francisco alf 32 1
Honoluty, Hawan 4
Fort Harrison Mont 14 4
Reno, Ney k)
Albuquerque, N Mex 3
Partland, Oreg 9
Mania, Philippines 2 2
Sait Lake City, Utah 4 1 1
Seattle, Wash 8 5 .
Cheyenne, Wyo ki
Area 4 total 102 “ 1 2 2
Total 1167 84 5 19 9 1
O




321

ogg  ze 09t 8 801 | 144 S El ._Imo!.n 1281 S99t 99 £25 124 v 1 R T
sot €2 st 1 o | Y ”r ril FAR| 9 11 601 9 j:74 Tt T tejo) y vty
8 o R | L . 4 T T 1 14 T st T Tt Ttysem Ress
8 ez o1 s 0 .7 - £ i £l £ 9 r Tttt otrrymip Ay aney g
2 N e € A "° - ST B 3 | T M ¥4 T T S 8:.3_._.& R ™M
3 B | o 4 ’ R ) st 6 z It 0t o oo T " "Baig ‘puepiod
[ S t L K R } 81 z I i T Tt o Ttxaw N ‘anbianbngiy
N I o 1 - - A AN ‘OUIY
] 1 £ . ) €2 6 ] F4 8 - Tttt e oyep) ‘astog
: ) ) ) S . ; N - 1 - - ST Twemeq ‘nynjouoy
4 F4 : St 1 8 i 8 S Y 4 T ) 109 “Jaavaq
114 9 n 1 € 61 t 651 1€ U € 12 0t 4 ) TR DIsURS§ URg
1 ) t 13 t £ ) o T e 'sealuy soq
6 6 ) T 0 61 t o - - 2y “xsaoyd
N ) R ‘. l\ o o ] . B m 1 _ S ) . N o T eysely ‘neaung
90¢ GEl It S 17 88 ) i 8GE°'T 869 92 81 4] 602 81 ] o T OTie0) ¢ ey
) ) } (414 ozt et t 9 2z T TSN CRNNrMI
sl 8 9 13 F4 2 Z ) 4 9 TToWeQ g 'siies xnaig
62 Zt ot 4 ) 16 £€ St t 8 " s T4 ‘nydjapenyg
tt 9 1 v "6 15 S L1 51 - T e "sedoxsny
£9 82 Zt 8 st 892 SET £r ot 0of w 9 " olyQ ‘puelaas~
[ 1 1 2z 1 9z 61 £ 1 F4 1 - T T weq N ‘odie,
Sy P44 4 91 68 €9 1 6 9t - N “IQaN “ujodu}
81 £ S ot [:14 £ 9 q "T -0 'sinoy 1§
" 4 2z S Bl 8¢ ’ 2l 22 ST ouwm ined tig
2 3 t 4 ot SL 81 1 € 118 8t Zt £ o YW “poniag
L 1 r 4 £€ vl € 6 L o suey ‘epyNm
8 £ N { r 89 Sy r S W N eMmO] ‘SaUIoW Sag
25 k24 6 Z 9 6 08 or 6 € ot 81 . pu* ‘stjodeueipu}
9 r 4 10! 9y 74 L1 (1 - - "1 ‘o3eayy
@ @ W w o o o T e @ @ @ @ @ W -
(1107} 1100 " yaieas yueas gdyy adap andag lejo) 1100 o) Waeds  yaeas gy salap  adag uonels
-uaid - -3 -uop -udrd -3 -3 -yoN
-dy /9 1410 -dy 1) 122410
-puods -puods
-0 31103
10 9u2 10 U
-puods -puods
-9110) -9110)
14Q B 18 TH! 110 129 1HI
$3DULDIISIP Ylim JaqunN paunopsad jaquiny
(261 1€ 230 ONIONI QOI¥Id ¥O4 ABVIRWNS) QJAIANNS SILLITIIVI ‘SAIANNS SINVITSWOD AL'ALEDVY NOMIWONGY NOMIVIIANIOY
SU INIWHIVLLY
\Ul
]

Aruitoxt provided by Eic:




E

322

ATTACHMENT 16

ADJUDICATION—EDUCATION ACTIVITY—COMPLIANCE SURVEY Or SCHOOLS, CASES REFERRED (FUMMARY
FOR PERIOD ENDING DEC. 31, 1973)

Yo approving agency To co.nmttee 00 edmmnal asliowances
Number Benefils discontiusd—
of Number Wwpsovel Critenia
Number courses N disposed
referred Cisapproved returred ot favolved  Not invalved
Statien (L)) ® © (] (E) [(3)
tndunapols. Ind. .. . .. . 2 7 . . ... . B
Des Moines, tows. k) 1 S - =
Wxhita, Kans, . ; 1 P
St. Pau), Minn . k)
St Lows, Mo. . 18 -
Lincoln, Nebr . a4 4
Fup,N Dak.. 6
Clevelang, Ohwo k1| 3 B
Mushoges. Okl . k] 1 .
Philadeiphia, Py . - 1 1. - 1
Swux Falis, S Oah . 1 1 .
Ares  total . in 17 1 1 .. 1
Phoemx, Anz 9 T o o
San Francisco, Calit 7
Denver, Colo 2
Borse, Idaho ? 1 H 1
Atbuguerque, N Mex 10
Portiand, Oreg . 2
Salt Lake City, Unak. 3
Seattie, Wash 6 1
Area total . . 62 1 1 1 1
Total.. .. T oaw e s T T3y T o T

Mr. Hicks. The subeommittee 15 now adjourned,
[ W herenpon. at 11:25 a.m.. the sulvommittee adjourned, to recon-
vene subject to the eall of the Char. |

O
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APPENDINX

CorrespONDENCE CONCERNING st oF PROPRIETARY Scuonls por
Trauxnise vy e Bureav or Ispias Arraags

VocsTioNan Ent (ATION,
duly 11197,
Mr. Monrgtis ‘THoMPRON,
Caommexsioner, Bureaw of Induan Affaira, Department of the Intoor, Washing
ton, D.C.

DEAR Mk, Tuoup=ox, The Special Studies Sulcommittee has been condueting
an ey into proprietary socational schools and hax sehednled Bearings on
thes subject during the perund of July 16 throngh Jnly 24, 1974,

We ire interested in obtaining information about the Burean's experience
in using vociational schools to earry out its training objectives, The Necretary (s
authonzed by 25 U S C, see. 309, te enter into contriets with “any private school
whiell bas a reeopuized reputation in the geld of voeationa! education and has
stevessfully obtiined employment for its graduates in their respective flelds of
rrannme . 7 In 25 CFER. sec, 34500, this provision i< reiterated as follows
CIt s deternnned that there is reasonable certainty of employment for gradustes
of the institution in their respeetive fields of training * This placement provi-
sjon 1< of special interest to the subeommittee, Ruther than request the Burean
to appear to testify, yoir brief answers to the following questions would he ade-
quate for our purpose.

1 Has the Ruareau been able to devie a practical way of determining whether
there i~ “reasonable certainty of employment ? If <o, what eriteria are ased?
2 How does a voeational sehool comply with the requtirement of showing that
resonable number of itx graduates obtain employment.

Huve schools eneountered seriots probletis in obtaitmng data?

3 We have been advised that if a course meets the above requiresuent, it is
aced on the approved list, thereafter, verified annnaily  How does the Burean
conduet these veritieations?

4, Under w hat conditions will the Burean drop a contrse from the etigible list®

3 Are there instanees where the Burean places students in private voeational
schools in preferetice to a public vocational school offering the same conrses?

In our examination of other witiessew, the Subcommittee may find it useful to
refer to your answers, An early reply wonld therefore be appreciated.

Nincerely yonrs,

Froyp V Hicks, Chairman

Jrey 19, 1974,
Hon. Frovo V. Hicks,
House of Representativen,
Washington, D.C,

Dear Mg, Hicks : In response to yonr letter of July 11, 1974, relative to the
Burean of Indian Affairs’ experience with preprietary voeational sehools, the
following information ix otfered |

1. The approval of eourses must mest the eriterin as established in 25 CFR.
Nee. 345, The 1ensonable certainty of employment is determined prior to ap-
proval of coirse at privately operated institutions by establishing proof of place-
ment 0% recorded for their graduates Npot cheeks nre made by the BIA em-
ployee assigned to approve the course with employers listed ax to their experi.
enee with the sehool's graduates. Npecial attention is devoted to the sehool's

(329
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prhiveltient pevord tor naterite s o peealiv the Verean besdian The vapa
Dilitees of the sehioed o ptbena nt othoer are alse carctudiy evabaated

Oither eriteria Wsed for apgeroval of vonrses it b tength s vemrae, vost of
the cenrse, edisational tequutetasits Lor s ntrate iite conrse  oosabality for
fnrutshing serviees to particpating teeate es avalabubity of houang gear tean-
e tacility  nterest of faonity an assizmng tudiat peeople and eqiuptient and
currgs uini watlopoerd toopen e oF Beedort dbesgznn gl sz

2 NS mentetesd i b e o venind ensplov tieut dradinate plascetiient
reverd s eputed of the soheol Basod cn nertaal expes tatings ot cotnpleta
of triungg, 4 2etteral peereentage Betor of 300, pdacemetit by e ~ohoal s o
seteral measuring stk that i nsad by e tiebd instaliations cho apgrine the
sonrses at the vocare ol s hsds Sanne whnols have fng hept adegitee pliee-
tent records and have tot tolbaves] e suts sttty wathe tlee ablie Law-8549
trantiens Wherne ot b atistatoes cwciir, they are tted by the respeensible approv.
e otfice wind are take o ot cattspleration during ther anhtiad evaluation
There enerally 1~ o very ol cdationshige ostabdishiel betweets the sipros g
cthee it the sehonl Whe s apptesad BEV sotrses, ~ that placenent data s
naadly avoalable wathin a0 reasotiabbe period of avinpletion of the triitee,

SOFor venr cniermeatiean Wee e ¢t st an apptonesd List of onr st recent
cotiselulatedd publicatiets of PLO5 approved oonirses Sitee this patbhention
N prittteed, sther sourses have bosen dhdeted atid asdoded Pkl traamitge destina.
Tt ts Fespotisthle for the evabilition of overs conese appeoved withion ats juris
it gt deast atiee sbiriteg the gl dear Fotme 5ol dditd? Vocatiaal Traan-
g Uvabiation s been provaded for this piirpose csees et losead

boApprovod conrses are Gitbeelled or dsoannimes] prunaridy based on thee
sk of an adegiate etmpledtuent plaement recerd of the sobool for Indian
P00 traitee ~ Phe adetermutatton for thr adeqaey for resotahle cortiunty
of empliame at can be b by the wvguatpen referred tooan o3 above As
trainine foolitees anld conrses whieh reprosentt an e ement cver piresent
voltrses re begted, othee peeviomsiv gppesned onlirses ot s rving the best
miterest of the e tivity wall bee poecantie iedesd for diseantainninee

S Yoo there are atistatn es Where private sehools are nsed steid of pogblie
schowds O o thee advant zes of appooagng courses at privafe anstitutions
v that their vear ronted <chesdnle cnables thee trainee to e etirelloed ot any tilne
Thos arratueetent euthes f more desirable @l svonotmitoal e approve colrses
Wopritaie instirntetis an prefer tos Seonsing tee gatblie Lo lity Faeh training
sestitnition establidies wathin ifs To by these comirse s whie b offer the lest frait
i ated most predacton emplotiment apportunit e« apon completiot of ach temne
g

We hope that the information contained herein will be of ascistaties and usoful
oo yenr Nutw onmittes earinges

Sineerely vours,

CIARESEE AN TIQEty,
Veting Deputy ¢ ammesiiner of Tniian A ffaars
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