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Good morning, everyone, and thank you for being here today. | want to thank Senator
Harkin for his leadership as chairman of the HELP Committee and, specifically, for
shining a light on the issue of abuses at some for-profit colleges.

In these tough fiscal times, it’s imperative that every taxpayer dollar be spent wisely and
responsibly. Unfortunately, though, many for-profit colleges are spending their share of
the nearly $150 billion dollars a year taxpayers devote to federal financial aid programs
for anything but helping students succeed.

We keep calling them “for-profit” colleges, but really they are government-funded
universities and colleges. In fact, as you can see on the chart below, the 15 largest for-
profit colleges receive nearly 90 percent of revenues from federal student aid programs.
When you count dollars from the Post- 9/11 Gl Bill and the Tuition Assistance program —
and these should most certainly count as federal funds -- well over 90% of revenues are
coming from taxpayers. Yet rather than using these government funds for education
programs and to prepare students to start their career, many of for-profit institutions
use federal dollars on deceptive advertising, marketing and recruitment budgets.
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Those 15 largest for-profit colleges spend $3.7 billion dollars on advertising, marketing
and recruitment — that’s 23 percent of their total budgets. The chart below shows just
that.
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By comparison -- non-profit higher education institutions — like the University of North
Carolina or the University of lowa -- use an average of 0.5% percent of tuition revenues
on recruitment. As you can see on the chart below, the entire UNC system spends 1.3%
on marketing, advertising and recruitment. In most cases at non-profit institutions, the
educational outcomes are significantly higher for their students.
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This is a problem in North Carolina. It is a problem in lowa. And it is a problem all across
our country. American taxpayers cannot afford to subsidize massive advertising and
marketing machines, and students deserve better.

That’s why today I’'m announcing new legislation that will address this problem. The
Protecting Financial Aid for Students and Taxpayers Act prohibits the use of revenues
derived from federal student aid programs -- including Post 9/11 Gl Bill dollars and
Tuition Assistance money -- from being spent on advertising, marketing and
recruitment. This legislation — one of the results of a two-year HELP committee
investigation — takes the most significant action yet to protect students, active duty
military and their families from deceptive recruiting practices by higher education
institutions.



I’m particularly troubled by the tactics some for-profit colleges have employed in
targeting active duty servicemen and women and their spouses. North Carolina has one
of the largest populations of active duty service members and veterans in the country.
Each of these courageous men and women deserves access to a quality education. But
some institutions are using taxpayer dollars to fund aggressive — and often misleading —
recruiting practices.

Holly Petreaus, a staunch advocate for our military members and veterans, put it best
when she said that some for-profit institutions “see servicemembers as nothing more
than dollar signs in uniform” and “use some very unscrupulous marketing techniques to
draw them in.”

| was so troubled by these recruiting practices that Senator Harkin and other Senators
joined me in writing a letter to Secretary of Defense Leon Panetta. We urged the
Secretary last December to look into this problem, and DOD agreed that this is a
concern that must be addressed.

We must address this issue so that a young man like Marine Corps Corporal James Long
-- a 22-year-old from Dalton, Georgia -- is not targeted —illegally — at Camp Lejeune in
North Carolina. This young man suffered a brain injury that impaired his ability to
concentrate after artillery shells hammered his Humvee in Iraq. James signed up to take
online courses at one of these for-profit schools after its recruiter gave a sales pitch.
Where was that pitch made? At a barracks for wounded Marines. When interviewed by
a reporter, this young man could not even remember what course he was taking.

This is just one egregious example of unscrupulous for-profit institutions aiming to
prosper from the benefits afforded to our veterans through the Post 9-11 Gl Bill. When
you take a look at the numbers, nearly 25% of Post 9-11 Gl Bill dollars — taxpayer dollars
— flowing to North Carolina went to for-profit institutions. Yet these institutions only
trained 12% of veterans in my state. By comparison, public universities and colleges in
North Carolina trained 68% of veterans with just 42% of Gl Bill funding. As this chart
below shows, taxpayers in North Carolina spend three times more to train veterans at
for-profit colleges than at public colleges and universities in my state. That stark
contrast speaks volumes and is unacceptable. The Protecting Financial Aid for Students
and Taxpayers Act will ensure taxpayer dollars are not used to deceive our brave heroes.
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These institutions also target the most vulnerable among us. For example, one North
Carolinian who depends on Social Security disability checks fell prey to the deceptive
practices of one institution. Recruiters repeatedly promised this student that he would
receive enough federal aid to cover courses that would help him complete his Bachelors
degree and become a certified teacher. It sounded like a pretty good deal.

Yet once enrolled and taking classes, this student was shocked by what financial aid
officers told him. Instead of receiving enough aid to cover the cost of school, he actually
owed the school money! Because he lives on a fixed income, he had no money to pay
the bill. The for-profit institution turned his account over to a collection agency and
damaged what was an outstanding credit score.

Now, this former student is left teaching the lesson he learned when dealing with the
deceptive recruiters who made empty promises.

It is unacceptable that colleges are using billions of taxpayer dollars on promotional
activities unrelated to their educational purpose. That’s why I’'m introducing the
Protecting Financial Aid for Students and Taxpayers Act —to prohibit the use of revenues
derived from federal student aid programs from being spent on advertising, marketing
and recruitment. Because American taxpayer dollars should be used to invest in a
brighter future for our students — not expensive marketing campaigns.



And now I’d like to turn it over to Senator Harkin, who's been a diligent leader in
addressing the problems taxpayers and students face with some for-profit colleges.
Senator Harkin?



