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Good afternoon and thank you for the opportunity to testify today regarding Senate Bill 0795. My name
is Dan Zibel and I am the Vice President and Chief Counsel of the National Student Legal Defense
Network (“NSLDN”). NSLDN is non-partisan, non-profit organization that works to advance students’
rights to educational opportunity and ensure that higher education provides a launching point for
economic mobility.

NSLDN strongly supports this bill, with amendments. A student’s higher education enrollment decision
can have a tremendous positive, or, sadly, negative impact on the rest of his or her life. This bill, with
amendments, will establish an effective fund to protect Maryland students in the event that an institution
of higher education closes. Moreover, the bill also establishes certain key consumer protection disclosure
requirements, in order to increase transparency in the market for higher education.

Higher education is more than just a launching point for equality and economic mobility. It is a big dollar
business. The Federal Reserve recently estimated that students and graduates collectively owe more than
$1.4 trillion in student loan debt." In 2014-2015, revenues at degree-granting institutions in the United
States totaled $567 billion, including $20 billion in revenue at degree-granting for-profit institutions.’
Cost of college and career training has skyrocketed. Default rates are increasing, particularly at for-profit
colleges.” And there is ample evidence, both research-based and anecdotal, of market failures leading to
disastrous results for students.

Unfortunately, there is no shortage of unscrupulous actors in higher education, particularly, but not
exclusively, in the for-profit sector. In a 2012 Report authored by then U.S. Senator Tom Harkin, for-
profit colleges—including private career schools—had a “norm” of “overpriced tuition, predatory
recruiting practices, sky-high dropout rates, billions of taxpayer dollars spent on aggressive marketing and
advertising, and companies gaming regulations to maximize profits.””* Students in the higher education
market are unlike other consumers, insofar as the choices they make can follow them for decades. As one

! Board of Governors of the Federal Reserve System (US), Student Loans Owned and Securitized, Outstanding
[SLOAS], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/SLOAS, February 24, 2018.

2 National Center for Education Statistics, Postsecondary Institution Revenues (May 2017) available at:
https://nces.ed.gov/programs/coe/indicator_cud.asp

3 Judith Clayton-Scott, The Looming Student Debt Crisis is Worse than We Thought, 2 Evidence Speaks Reports No.
34 (Jan. 10, 2018) at 1 (“For example, for-profit borrowers default at twice the rate of public two-year borrowers (52 versus 26
percent after 12 years), but because for-profit students are more likely to borrow, the rate of default among all for-profit entrants
is nearly four times that of public two-year entrants (47 percent versus 13 percent).”).

4 Press Release, Harkin: Report Reveals Troubling Realities of For-Profit Schools available at:
https://www.help.senate.gov/ranking/newsroom/press/harkin-report-reveals-troubling-realities-of-for-profit-schools




study stated: “[b]y the time an adult figures out the value of the education he or she purchased, it is too
late to do anything about it.””

Consumer Disclosures Protect Students: There can be no doubt that factual disclosures by institutions
are valuable for both students and regulators. For students, honest consumer disclosures around graduate
outcomes, total cost, anticipated debt levels, program length, and regulatory or law enforcement
problems, can enable prospective student to assess the merits of a particular institution. As an example,
the U.S. Department of Education’s College Scorecard website allows students to search and filter
information so that they can compare costs, average loan amounts, and the average student’s ability to
repay student loans across multiple institutions. Information disclosure, however, can also aid regulators,
accreditors, and government agencies, in ensuring that institutions are providers of quality education.®
Numerous consumer protection government enforcement actions, including a recent action against a
school with a campus in Silver Spring, MD, have been based on substantial misrepresentations made by
institutions in legally required disclosures.’

NSLDN supports the amendments that improve the timing, method and substance of consumer
disclosures. We support amendments that will require disclosures be made before enrollment and re-
enrollment. We support amendments that require disclosures to be clear and conspicuous. We support
amendments that will enhance the specificity and detail of the disclosures.

Support Students When Institutions Close: The closure of an institution of higher education is an
incredibly disruptive occurrence for students, with can have a tremendous impact on a student’s life and
future plans. According to data released by the U.S. Department of Education, thirty-eight institutions or
campuses in Maryland that were eligible to receive federal student aid funding closed between 2013 and
2017.% Although the needs of students impacted at the time of a closure are wide-ranging (e.g., assessing
transfer and teach-out options, obtaining transcripts, housing issues), the financial impact on a student can
be devastating—particularly if students are unable to transfer earned credits to another institution, as
happened to many students enrolled at ITT Technical Institute at the time of its closure in September
2016

Although federal closed school loan provisions can offer some relief for impacted students, those
protections are far from sufficient. First, the federal closed school loan provisions only apply to federal
student loans. Students who incur private loans or who save their hard-earned dollars to help pay for
higher education are not recompensed for those amounts by the federal government in the event of a
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closure. Second, there are recent examples of for-profit institutions operating on the brink of closure—
effectively ending the student’s program of choice—but nevertheless remaining “open” for purposes of
avoiding their students becoming eligible for closed school loan discharge.'’ This second risk is real, it
has happened, and it has deprived students of loan relief due to the closure of an institution.

In closing, NSLDN urges a favorable report with amendments on SB 795.

* * * *

ADDITIONAL FACTS REGARDING HIGHER EDUCATION IN MARYLAND

Maryland is far from an outlier when it comes to issues of student debt. For example, according
to one recent report, the nationwide, state-average debt level for the Class of 2016 ranges from $20,000 to
$36,350 and the share of graduates with debt ranges from 43 percent to 77 percent.!' In Maryland, 54%
of graduates in the class of 2016 will graduate with debt, with an average debt load of $27,455."
According to data made public by the U.S. Department of Education’s College Scorecard, the graduation
rates at numerous for-profit colleges in Maryland are particularly low. For example, federal data
indicates that Strayer University — Maryland in Suitland has 2,160 graduates, but only 17% of first-time,
full-time students at that school graduate within 150% of the ordinary completion time."* And at Kaplan
University-Hagerstown, only 39% of first-time, full-time students graduate within the 150% period."*
Nor are Maryland students immune from being defrauded by their institutions. According to July 2017
information provided by the U.S. Department of Education, roughly 1,040 Marylanders had “borrower
defense” claims pending with the Department, asserting that an institution of higher education had
violated state law with respect to the student loan process.'’ These claims are largely, if not exclusively,
filed by students and former students asserting conduct at for-profit institutions.'®
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