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Introduction

While a college degree can significantly lift a graduate’s lifetime earnings, the increasing cost of attending
college—along with historically high levels of student debt—has caused a substantial share of the
American public to question whether college is worth it and policymakers to consider how to hold
institutions of higher education accountable. Still, for an individual worker, “[h]aving more education
typically pays off.”? In 2019 dollars, median lifetime earnings for a high school graduate totaled $1.6
million, while an associate’s degree holder earned $2 million, and a bachelor’s degree holder earned
$2.8 million.® But not all programs result in the same payoff for students who choose to invest their time
and money in higher education.

For-profit institutions have concerningly high tuition and low graduation rates. In 2022-2023, the average
tuition and fees at two-year for-profit institutions was $16,444 and $15,868 at four-year for-profit
institutions, compared to $3,598 at public two-year institutions and $9,750 at public four-year
institutions.* The 2016 first-time, full-time entry cohort seeking a bachelor’s degree in the for-profit
sector had a six-year graduation rate of 32.8 percent, compared to 71.9 percent at nonprofit
institutions.®

Students earning bachelor’s degrees at for-profit institutions “are more likely to borrow and accumulate
higher levels of debt than those who graduate from public and private nonprofit four-year colleges.”®
Among all 2019-2020 bachelor’s degree recipients, 26 percent of for-profit graduates borrowed
$50,000 or more, compared to 8 percent of public four-year graduates and 12 percent of private
nonprofit four-year graduates.’

The poor student outcomes of for-profit colleges have long concerned policymakers. For over a decade,
federal policymakers have attempted to devise and enforce minimum quality standards for career
education programs under a federal statutory requirement that those programs that receive student aid
“prepare students for gainful employment in a recognized occupation.”®

The federal gainful employment rule has faced years of This study examines the New Jersey law, and

political jockeying that has delayed its implementation, it addresses four primary research questions:
but state leaders in New Jersey enacted a law to
protect prospective students from problematic college 1. What motivated New Jersey policymakers to

adopt a law for the state to hold career

programs on July 29, 2022. The first state-level law to

. T education programs and institutions
hold career education programs and institutions prog

) accountable?
accountable, New Jersey established what leaders there

call a “performance quality standard” that uses a ratio 2. What policy goals did New Jersey state leaders
of a program’s tuition and fees to the average earnings aim to accomplish through the performance
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of New Jersey workers employed in the specific SIS Z S TRl LG

occupa‘tioh for Which the_ program prepares students. ) 3. What political forces helped secure passage of
Upon signing the legislation, New Jersey Governor Phil this legislation?
Murphy said, “By establishing performance quality
standards for career-oriented education and training : _ .

. . could inform other states that might consider
programs, we will guard students against unreasonable . B .

- ) similar legislation, including what data systems

student loan debt that they simply cannot repay with are needed for the accountability measures to
the typical wages in the career for which they studied.”’

4. What insights from New Jersey’s experience

succeed?
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To inform this case study, the primary author conducted semi-structured interviews with key New Jersey
officials in the Office of the Secretary of Higher Education (OSHE), the Higher Education Student
Assistance Authority (HESAA), and the Department of Labor and Workforce Development (DOLWD), as
well as with legislative staff. Informants spoke confidentially to allow discussion of internal conversations
and expression of personal views. These officials and staff provided insights into the origins and
legislative path of the law, and they also offered advice for policymakers in other states who are
interested in following New Jersey’s initiative.

Background

Tuition and student debt are at near-record highs in the United States. In 2023-2024, adjusted for
inflation, the average tuition and fees at public four-year institutions was $11,260 - down from a peak of
$12,490 between 2019 and 2021 but still more than twice as high as 30 years ago - and $41,540 at
private nonprofit four-year institutions, down from a peak of $44,120 in 2019-2020 but 1.78 times higher
than 30 years ago."

Student debt totaled $1.6 trillion in March 2024, down just $6 billion from its high point three months
earlier.”” Although annual education borrowing declined each year between 2010-11 and 2022-23,” a
2024 Pew Research Center poll found that 47 percent of adults believed “a four-year college degree is
worth the cost, but only if someone doesn’t have to take out loans in order to attend.”™

Graduation rates at for-profit institutions, and the debt load their students carry, have raised specific
concerns about those institutions among policymakers for over a decade. For example, the U.S. Senate
Committee on Health, Education, Labor and Pensions issued a report critical of the sector in 2012."
Findings from recent studies show continuing reason for scrutiny. Among four-year students, “[r]elative
to their public counterparts, enrolling in a for-profit institution increases the number of loans by one,
increases the size of loans originated by over $3,300, and leads to an 11 percentage point increase in the
likelihood of loan default.”™ These findings are all the more concerning because compared to public and
private nonprofit institutions, for-profit institutions enroll a larger fraction of students who are older, as
well as those from racial and economic backgrounds marginalized by current systems.™

Using authority under the Higher Education Act (HEA), the Obama administration acted to protect
students by holding for-profit and other institutions accountable. The HEA requires that all career
education programs receiving federal student aid “prepare students for gainful employment in a
recognized occupation.”” This requirement applies across institutional sectors, including community
college programs, certain non-degree programs at other public and nonprofit private institutions, and all
programs at for-profit (or proprietary) institutions. Regulations adopted in 2011® and revised in 2014"
aimed to keep nondegree and for-profit programs ineligible for federal financial aid if students from
those programs left with debt that their earnings could not support. Under the 2014 regulations, a
program would be considered to lead to gainful employment if the “estimated annual loan payment of a
typical graduate did not exceed 20 percent of their discretionary income or 8 percent of their total
earnings.”?°

THE INSTITUTE FOR COLLEGE

ACCESS & SUCCESS 3



A Case Study of New Jersey’s Legislation to Ensure Career Preparation Programs Pay Off

Presidential transitions paused, rescinded, and then revived the gainful employment rule, opening
the door for state governments to consider what they could do to hold institutions accountable and
safeguard students.

The Trump administration delayed
enforcement of the Obama
administration’s regulations starting
June 30, 2017.7

Regulations took
effect on
July 1, 2024.%5

Proposed to rescind Regulations
the regulations on officially rescinded
August 18, 2018.22 July 1, 2020. 2

July 1, 2019 - Issued a October 10, 2023 - The Biden
notice that officially administration’s Department of
rescinded the regulations Education included gainful

the following year. employment in its negotiated

rulemaking session of 2021-2022,24
and final rules were published.

Student protection advocates celebrated the rules as “the strongest step taken to date to protect
students and taxpayers from investing in low-quality programs that result in rampant debt and low

earnings.”? %7

As this federal approach to gainful employment bounced like a political ping-pong ball across the
Obama, Trump, and Biden administrations over more than a decade,”® New Jersey enacted the first
state-level law based on the same principle of student protection. As explained in more detail below,
New Jersey uses a ratio comparing a program'’s tuition and fees to the average earnings of New Jersey
workers employed in the specific occupation for which the program prepares students.?? The New
Jersey law does not duplicate the federal gainful employment rule but rather provides a complementary
layer of protection for students pursuing career-oriented programs.

The complexity of the New Jersey law is reflected in the programs and institutions it covers — and by the
number of government agencies that regulate those programs and institutions. The law applies to
career-oriented programs of study offered by institutions of higher education which are regulated by the
Office of Secretary of Higher Education (OSHE) and to career schools, which are regulated largely by
the DOLWD, but also by the Department of Education and the Division of Consumer Affairs under the
Department of Law and Public Safety.

Policy Goals

Building on Governor Murphy’s consumer protection focus when he signed the legislation, a New Jersey
higher education official said, “The goal here is to protect consumers from a program that, as designed
[and] based on its published tuition, is setting them up to fail.” A DOLWD official said the law was
intended for “anybody taking out too many loans and is not terribly aware of the full variety of schools
that are available to them and how to understand or assess their quality.”

THE INSTITUTE FOR COLLEGE 4

ACCESS & SUCCESS



A Case Study of New Jersey’s Legislation to Ensure Career Preparation Programs Pay Off

It is not important, a higher education official said, if an institution claims that its graduates are “all
above average” and make more than an average salary in the job for which its program trains them.
“What is important is that a typical person who gets the job you are preparing them for is only going to
make X, and so you shouldn’t have a tuition price that’s unfair.”

Political Process

Impetus and Origins of New Jersey’s Policy

New Jersey officials took note when then-U.S. Secretary of Education Betsy DeVos rescinded the gainful
employment rule developed under the Obama administration, and went further to also loosen
accreditation rules. A DOLWD official was also influenced by a report from New America, titled The
Bermuda Triad: Where Accountability Goes to Die, which described a “program integrity triad” among
accrediting agencies, the U.S. Department of Education, and state governments.*

An article in The Wall Street Journal made an impression on state officials in New Jersey. “Part of this
[performance quality standard initiative] is motivated by The Wall Street Journal article in the summer of
2021 about all the master’s degree programs” with high tuition that left graduates with significant debt,
such as Columbia University’s MFA in filmmaking,® a higher education official said. The article reported
that graduates of that program at Columbia had a median debt of $181,000 in federal student loans, and
half of the borrowers were making less than $30,000 annually two years after earning their degrees.*
One of the Columbia students featured in the article was from New Jersey. A higher education official
said, “His photograph is all over that article. He was in contact with Governor Murphy on ‘Ask Governor
Murphy’ on National Public Radio one night,”® and “the governor had me call him.”

The DOLWD, while developing a quality assurance framework for private career schools and other
eligible training providers, began working with other state officials, and “we all decided that the only
thing we really wanted to do was ... to go after the student debt crisis. That was really it,” a DOLWD
official said. “It was limiting it to the most dire problem.”

Postsecondary Student Quality Outcome Task Force

The executive branch formed a Postsecondary

Student Quality Outcome Task Force that “brought Why focus on career-oriented programs
in anyone with any oversight over any postsecondary and career schools?

program,” including OSHE, DOLWD, the Division of

Consumer of Affairs, and the Department of As a New Jersey higher education official
Education, according to a DOLWD official. (See explained, if a course of study “clearly prepares

workers for a single specific, clearly identifiable
occupation, the institutions offering that course
of study ought to set the tuition for that program

Table 1.) “We had policy advisors from the education
and workforce side reviewing early papers,” with
officials from OSHE, DOLWD, and the New Jersey - e

) - ) at a reasonable price,” meaning it is “repayable
HESAA taking the lead. The Murphy administration by an individual who earns annual wages over 10
informally designated the Executive Director of years that are typical of the earnings” in that
HESAA, David Socolow, as an in-house subject occupation in that state.
matter expert on the topic of gainful employment.
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“And then we started circulating [the drafts] at the governor’s office,” said a DOLWD official. After
members of the governor's senior staff “attended a couple of meetings just trying to figure out what it
was we were trying to accomplish,” the governor “supported it from there. No way that we would have
been bringing anything to the legislature without the governor’s approval,” the DOLWD official said.

Table 1. New Jersey Agencies Involved in Developing Accountability Pricing Standard for Career-
Oriented Programs

Agency Role in Regulating Career-Oriented Programs

Office of the Secretary of Authorizes and regulates institutions of higher education that have a

Higher Education (OSHE) physical presence and offer instruction for academic credit in New
Jersey.

Department of Labor and Issues certificates of approval, jointly with the Department of

Workforce Development Education, to private career schools to operate in New Jersey.

(DOLWD)

Division of Consumer Affairs, Authorizes, through professional or occupational boards established

Department of Law and within the Division of Consumer Affairs, private career schools that

Public Safety offer an educational program required for licensure, registration, or

certification in a profession or occupation regulated by those
professional and occupational boards.

Legislative Process

HESAA Executive Director David Socolow coordinated the executive branch’s communication with the
legislature. Legislative affairs and regulatory staff then “helped get the language all straightened out
toward the end,” said a DOLWD official.

New Jersey’s executive branch found strong support for the initiative from the Chair of the Assembly
Higher Education Committee, Assemblywoman Mila Jasey. Jasey was a veteran legislator, first elected to
her seat in 2007, and she had chaired the Assembly Higher Education Committee since 2015. A senior
aide to Assemblywoman Jasey described the performance standard bill as serving several goals. First,
the bill would address schools that were “ripping off students and churning them out without usable
skills.” It would also address “standardization” and “students [who were] not prepared for tests or other
professional qualification.” Finally, there was a concern that once the DOLWD approved a career school,
the department “was never going back and reviewing the [school’s] program” to see either “that the
program meets current standards” or “the program results.”

A prime sponsor of the legislation in the New Jersey Senate “wanted increased attention on the private
career side,” a higher education official said. But the state’s approach was to secure as much political
support as possible from both sides of the aisle by not focusing on proprietary institutions. A higher
education official said the legislation was purposely “agnostic as to what kind of institution” it applied.
The legislation “treats absolutely everybody the same, whether they're for-profit, nonprofit, government,
private.” That approach was important “because you're trying to pass something through the New Jersey
legislature, and it may be a blue [i.e., Democratic majority] state and all that, but a lot of legislators think
the world of for-profit proprietary schools.” By not focusing solely on the for-profit sector, the legislation
prevented “legislators who are inclined to be sympathetic for philosophical or pecuniary reasons to want
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to support career schools” from asking, “Why are you treating schools differently based on their
corporate form? You're just inherently discriminating.”

From its introduction to its enactment, the legislation took a little over six months to become law.
Legislators in both chambers introduced the bill on January 11, 2022, principally sponsored by
Assemblywoman Jasey; Senator Sandra Cunningham, the chair of the Senate Higher Education
Committee; and Senator Joseph Cryan. Assemblywoman Jasey took the lead advancing the bill,
amending it into its final form during a committee hearing on March 14, 2022, formally passing it
through her committee on May 16, 2022, and guiding it to a vote of 46-31-1 on the floor of the Assembly
on June 16, 2022.3* The bill bypassed the committee process in the Senate and was approved by a 21-17
vote on June 29, 2022. The governor signed it on July 29, 2022.

As the legislation moved through the committee process and toward the governor’s desk, it was “not on
the radar” of most institutions of higher education, said a higher education official. The only group that
seemed aware of the bill was the Private College and School Association of New Jersey, which
represents most of the state’s privately owned postsecondary schools offering career-focused and
degree-granting programs.

Regulatory Process

Once OSHE proposed the regulations in October 2023, the four-year public and nonprofit independent
institutions sprang into action and began submitting public comments. Some of the comments “were
hyperbolic, saying we would destroy the supply of nurses, teachers, and social workers in the state,” said
a higher education official. Other institutions submitted “useful comments” aimed at the ratio and the
formula for the acceptable level of performance.

After DOLWD published its proposed regulations in August 2023, “the only pushback was from a
consortium of cosmetology schools,” according to a DOLWD official, and “a couple of other schools
that were represented by an attorney - private career schools, just a couple that are on the higher
tuition side — who met with us to express their concerns” about the proposed regulations.

Summary of the Law

New Jersey’s statute gives authority to the Secretary of Higher Education and the Commissioner of
Labor and Workforce Development to regulate institutions and programs under their respective
oversight.®® The law is summarized below, and a copy can be found in Appendix A.

The law intentionally avoids the term “gainful employment” because that phrase is specific to the federal
Higher Education Act.* Instead, the New Jersey law uses the phrase “performance quality standard,”
and state officials in discussions about the law used phrases like the “accountability pricing standard for
career-oriented programs” or the “reasonable pricing standard for career-oriented programs of study”
law.
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Types of Institutions and Programs Covered

Institutions of Higher Education

The law requires the Secretary of Higher Education to establish “a performance quality standard” for
“career-oriented programs of study” at institutions of higher education and at degree-granting
proprietary institutions. The law defines “career-oriented programs of study” to mean a program that
“provides occupation-specific knowledge and technical skill proficiency that culminates in the attainment
of a license for a specific occupation or is represented by the institution as preparing students for
employment in a specific occupation.” The definition excludes programs “dedicated primarily to the
education or training of ministers, priests, rabbis[,] or other professional persons in the field of religion.”

Private Career Schools

The law also requires a performance quality standard for “career schools” regulated jointly by the
Department of Labor and Workforce Development and the Department of Education (formally defined
as “qualifying schools,” as explained in Appendix B), and for career schools authorized by professional or
occupational boards within the Division of Consumer Affairs in the Department of Law and Public Safety.
These schools offer educational programs required for licensure, registration, or certification in a
profession or occupation regulated by a professional or occupational board within the division. These
boards include the State Board of Chiropractic Examiners, the State Board of Cosmetology and
Hairstyling, and the Board of Examiners of Electrical Contractors.

Setting a Performance Quality Standard

The statute requires the performance quality standard to consider a ratio of the tuition and fees charged
to students in a career-oriented program, net of any institutional grant aid, to the average earnings of
New Jersey workers employed in the specific occupation for which the program prepares students.
Proposed regulations from OSHE® and DOLWD? flesh out the statute, with detailed definitions:*

Table 2. Definitions in State Agency Regulations

Tuition The net dollar amount most recently represented by the institution as the price for
attending class(es) to pay for instruction.

Fees The mandatory fees charged to the most recently registered students. Fees include general
education fees, registration fees, facility fees, technology fees, laboratory fees, student
service and activity fees, and program and course fees, including fees associated with

coursework.
Institutional The award of money that an institution is authorized to grant to students registered in a
Grant Aid career-oriented program of study. This aid includes need-based or merit-based aid in the

form of grants, scholarships, subsidies, endowments, and discounts.

Average Annual The amount indicated for the 25th percentile of the most recent average annual salary for an
Earnings occupation according to the New Jersey Department of Labor and Workforce
Development.“°
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Putting these elements together, the regulations define the numerator of the “tuition-and-fees-to-
earnings ratio” to be the total of the combined tuition and average fees for a career-oriented program of
study, if paid out over a 10-year period, and the denominator to be the average earnings for the specific
occupation for which the career-orientated program of study prepares students. The regulations provide
an example:

[A] combined tuition and average fee amount for a career-oriented program of study of
$50,000, payable over 10 years, equals a payment of $5,000 per year. If average earnings
for the specific occupation that the career-oriented program of study leads to is $60,000
annually, then the tuition-and-fees-to-earnings ratio would be $5,000 divided by $60,000
(5,000/60,000 = 0.083 or 8.3 percent).”

Based on this calculation, an “acceptable performance quality standard” is a tuition-and-fees-to-earnings
ratio that is less than, or equal to, 10 percent of the average earnings of New Jersey workers employed
in the specific occupation for which the career-oriented program of study prepares students.

Comparing the New Jersey and Federal Government Approaches

New Jersey’s approach differs from the federal formulas adopted under the U.S. Department of
Education’s gainful employment regulations that were scheduled to become effective on July 1, 2024.42
Under the accountability framework of the gainful employment program, the U.S. Department of
Education uses two separate and independent metrics to determine whether career programs meet the
requirement under the HEA that they prepare students for gainful employment in a recognized
occupation:*

1. A debt-to-earnings rate comparing the median annual payments on loan debt borrowed for the
program to the median earnings of graduates receiving federal aid. For a program to pass, debt
payments for its graduates cannot exceed 8 percent of annual earnings or 20 percent of discretionary
earnings, which is defined as annual earnings minus 150 percent of the federal poverty guideline for a
single individual (about $21,870 in 2023).

2. An earnings premium test measuring whether the typical graduate from a program who received
federal aid is earning at least as much as a typical high school graduate in the labor force (i.e., either
working or unemployed) in their state between the ages of 25 and 34. This is equal to roughly
$25,000 nationally but varies state by state.*

New Jersey’s approach differs from the federal government’s largely because of the lack of individualized
income and student debt data available at the state level. “We're not collecting student unit record-level
data from every school,” said a New Jersey higher education official. The federal government has “made
the argument that one way to know whether or not people are being adequately prepared for gainful
employment in a recognized occupation is to ask about those students whether or not their debt-to-
income ratio when they get out of the program is excessive.” To answer that question, “you have to be
the federal government” because “the feds know everyone’s income,” a New Jersey higher education
official said.
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They have the United States Social Security Administration and the United States Internal
Revenue Service. They know what everyone makes, more or less. States, on the other hand -
especially states like New Jersey - have no blinkin’ idea what people make. We know what
people make in unemployment-insurance-covered employment, that’s it. That leaves out
everybody who has a job in Delaware, Pennsylvania, and New York. It leaves out everyone who
works for the feds, including the Postal Service, and it leaves out everybody who works in a
bunch of other categories that aren’t covered by the unemployment law.

States cannot replicate the federal debt-to-earnings rate not only because “no state knows the
denominator of net income; we also don’t know the numerator,” a New Jersey higher education official
said.

We don’t know what people owe in student loans. The feds do. They're the ones giving out the

student loans. But states don’t, and unless you happen to have access to NSLDS (National

Student Loan Data System), which states don’t have - colleges do, but states don’t - you can’t

look up every person and find what their debt is.

A DOLWD official said that the “divided-by-10 part of the calculation is a nod to the average 10-year
duration of loan payments.”

Ultimately, states “don’t know either the numerator or the denominator” under the federal formula, a
higher education official said. “And so,” he said, a tuition-and-fees-to-earnings ratio “is good enough for
sort of rough justice.”

Assessment

Under the proposed regulations in New Jersey, the Secretary of Higher Education must annually assess
each institution of higher education or degree-granting proprietary institution to identify whether each
of its career-oriented programs of study meets the acceptable performance quality standard. The
DOLWD must consider the minimum acceptable level of performance for each instructional program
offered by a private career school during two different stages of review: initial approval of the school and

renewal of the school’s certificate of approval.*®

Consequences for Failing to Meet Minimum Level of Performance

If the Secretary of Higher Education determines that a career program does not meet the minimum
acceptable level of performance, the secretary must suspend or terminate that program and proceed to
suspend or revoke the institution’s license to award academic degrees.

Similarly, if the Commissioner of Labor and Workforce Development determines that the minimum
acceptable level of performance is not met by a program at a private career school, the Commissioner
and the Commissioner of Education must revoke, suspend, or make conditional the certificate of
approval issued to the school. If the labor commissioner determines an educational program that is
required for licensure, registration, or certification in a profession or occupation regulated by a board
within the Division of Consumer Affairs does not meet the minimum acceptable level of performance,
the commissioner must issue a written determination directing the applicable board to suspend or
revoke the private career school’s license or accreditation to offer such program. The applicable board
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may delay the effective date of the suspension or revocation “for a reasonable time” if it determines
doing so is necessary “to protect the interests of students.*

Reporting Requirements

Under the state statute, institutions of higher education and degree-granting proprietary institutions
must identify their career-oriented programs of study to the Secretary of Higher Education. The
proposed regulations would require reporting to begin in the fall 2024 semester.”

In their annual reports, institutions of higher education and degree-granting proprietary institutions
must submit the following information to the OSHE:

1. Alist of all career-oriented programs of study offered by the institution including Classification of
Instructional Programs (CIP) code and Standard Occupational Classification (SOC) code for each
career-oriented program of study;

2. Identification of the specific occupation(s) and/or license(s) for which students will be prepared upon
completion of each career-oriented program of study; and

3. Tuition and fee information, including tuition and fees for each career-oriented program of study, and
institutional grant aid awarded to students registered in each program.

Private career schools must submit a quarterly report to the Commissioner of Labor and Workforce
Development that includes:

4. The tuition and fees charged for each program;

5. A record for each student enrolled in each program. The student record must include the student’s
Social Security number, gender, date of birth, date of enrollment, any date of completion, date of
termination, date of start in a job, date of application for a license, licensing examination result, date
of issuance of a license, and any credential issued; and

6. Any additional information that may be required by the Commissioner of Labor and Workforce
Development.®

Lessons Learned

A Lead to Follow

“This program treats absolutely everybody the same, whether they're for-profit, nonprofit, government,
private,” a higher education official said. “It would be very cool if other states picked up on this lead.”
The higher education official explained:

We're not arguing about the labor-force outcomes.... We're just going to dodge that entire
fight because then you have every one of these schools saying, “Yeah, sure there are bad
actors, but we're the one that should be treated better because so many of our students do
get good jobs that pay well after they graduate.” We just ducked all of this sort of endless[ly]
rehashed 20 years of fighting over what the feds can do by regs under “gainful employment.”
That’s why we never called this law “the State Gainful Employment Law.”
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Include Performance Standard in a Comprehensive Quality Assurance
Program

“I'm really proud” that New Jersey adopted performance quality standards for career-oriented programs
and career schools, a DOLWD official said. “But it was only a small part of what we're doing.” More
broadly, “I think helping people make informed choices is the best thing that we can do. But we have to
meet people where they are. We have come up with a really involved quality assurance framework [that
is] very user focused and human centered.” This official elaborated:

Nobody ever said, “We want to know what the Department of Labor’s regression-adjusted
statistical model says about this training program.” They just want to know how many people
are employed and what do they make. How many people finished, how many people were
employed.

As part of a platform called My Career NJ,* DOLWD has an interactive database called Training
Explorer that enables users to type in a field of study they are interested in researching and then filter
and compare programs.®® As a DOLWD official described one possible search:

I'm interested in a welding class. And these are the 59 welding classes in New Jersey [that
appear on screen]. Id like it to be an evening course. It turns out only two are not evening, so
that’s good. But Id like it to be in Camden County. Okay, I've got five evening courses in
Camden County. So, you can see what we're trying to do is trying to surface tuition and job
placement.

Unlike the federal government’s College Navigator,® which has “a bunch of bar charts that don’t mean
anything to people,” DOLWD is “thinking about people who would be using the public system...and
people who are in a situation of stress. We realize that when you're jobless, the last thing you're looking
for is training; you want a job now.” The system is also geared toward “people who are employed
enough, then they feel stable but are stuck in some kind of a low-wage job, or people who can’t get into
college who are looking for a way to get a job with short-term training. That's who we're really targeting.”

Pitfalls to Avoid

“As with all public policy,” a higher education official said, New
Jersey's performance quality standard for career-oriented
programs and career schools “looks more elegant on paper than
looking at in reality.” Officials involved in drafting and implementing
the policy suggested several obstacles other states could avoid.

“I'm really proud” that New
Jersey adopted performance
quality standards for career-
oriented programs and career
schools, a DOLWD official said.
“But it was only a small part of
Targeting the Right Programs what we're doing.” More
broadly, I think helping people
make informed choices is the
best thing that we can do.”

“If it were possible to go back to the drawing board,” a higher
education official said, the law would “make it more clear which
programs apply” and which institutions must comply. This clarity
would go a long way to “address anxiety” among higher education institutions.

Another higher education official explained, “The colleges’ public comments [on the proposed
regulations] heavily worried about, well, is a BSN going to count? Is a regular bachelor’s that leads you
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to be a teacher going to count? Those degree programs are “a set of tough cases that could make or
break the whole case, because that's not the target; that's not the aim of this,” he said.

Liberal arts programs are exempt from the law, but the language of

the statute does not make that clear. As mentioned earlier, the law “If it were possible to go back to
applies to each “career-oriented program of study,” which is the drawing board,” a higher
defined as a program that “provides occupation-specific knowledge education official said, the law
and technical skill proficiency that culminates in the attainment of would “make it more clear

a license for a specific occupation or is represented by the which programs apply.”

institution as preparing students for employment in a specific
occupation.”

Reflecting on this definition, a higher education official described “the flaw with what we've done.” The
official described “a potential loophole that institutions will try to exploit to request unwarranted carve-

outs:”

[E]veryone is going to look for ways to try to say, “No, no, no, this program of study can get
you more than one job, therefore it's exempt.” If you can prove that there’s not a one-to-one
ratio between the class and the actual recognized occupation we can find in the DOL
database, you get yourself a “get out of jail free” card on this law. So, it’s easy to talk about
the obvious cases. Cosmetology: definitely covered. Diesel mechanic: definitely covered.

Political science, on the other hand, “is exempt from the law, but by design,” a higher education official
said. “A bachelor’s degree in political science or even a PhD in political science is not good for any one
specific job,” and the degree is not going to be correlated with the salary of a political science professor
or the salary of a politician. For the program to apply under the law, a student “would have reasonably
expected that there’s one and only one job they could get. Law degree? No. You can do lots of things
with a law degree.”

One DOLWD official “wanted to do that same [analysis] for private career schools because there are
many private career school programs that are preparation for multiple occupations, and so from a
researcher’s point of view, how do you — what do you - do?” The law, however, does not allow that
flexibility for career schools.

Moreover, a DOLWD official said, “I have raised as a concern the potential impact on social good
occupations.” A higher education official agreed, expressing an apprehension that the law
“disproportionally affects teaching, nursing, and social work programs. It is advisable to think about how
these sectors are affected and to consider a carve-out” for them from the law.

Another higher education official opposed carve-outs and indicated that “carve-outs were not
considered at the time of drafting and enactment because they would violate the guiding principle of the
New Jersey law.” He explained:
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This principle remains sound: for a course of study that clearly prepares workers for a single
specific, clearly identifiable occupation, the institutions offering that course of study ought to
set the tuition for that program at a reasonable price point, with “reasonable” defined as
affordably repayable by an individual who earns annual wages over 10 years that are typical
of the earnings of a recent entrant to that specific occupation in New Jersey. If New Jersey
workers in the occupation in question typically earn relatively low wages, then the tuition for
that program should be set at a concomitantly low price.

An alternative to an exemption or carve-out is an adjustment to tuition. “If some programs...lead to a
single occupation with low wages, institutions should adjust their tuition charges, rather than seeking to
be ‘carved out,’” a higher education official said. “This could entail differential tuition rates: charging less
for a student to prepare for lower-paying occupations than for programs leading to higher-paying jobs.”

A higher education official noted the “confusion” caused by

distinct occupational titles under the DOLWD’s Occupational “In a different place, in a
different state, in a better

scenario, you'd want all private
career schools’ regulators to
take ownership of this in a way

Employment and Wage Estimates for New Jersey that do not exist
within academic programs leading to that profession. For example,
colleges and universities offer degrees in social work, but the

DOLWD's statistics specify four occupational titles: that we didn’t.”
1. Child, family, and school social workers - New Jersey higher education official
2. Healthcare social workers
3. Mental health and substance abuse social workers
4. Social workers (all others)

This level of complexity reflected the observation of a higher education official that when calculating
average earnings, “There are more details than imagined.”

Implementation and Communication

A DOLWD official advised other states to “envision a roll-out period, rather than just sort of saying, ‘It
goes live now.”” Given the long approval process for regulations, a higher education official said that
OSHE “blew past” the statutory deadline of July 29, 2023, to establish performance quality standards
and estimated that implementation would not occur until “fall of 2025 at the earliest.”

To gain and keep the trust of the colleges, universities, and career schools that fall under the regulations,
the government officials who are drafting the rules must sustain an open dialogue with them. A DOLWD
official said, “[I]f we're just changing a procedure or changing the way that we do business with the
training providers,” the department’s staff “is unbelievably thoughtful about giving people advanced
notice, communicating, overcommunicating, and then giving a grace period during which theyre
receiving training or technical assistance. So, | do think that that would be helpful.”

Formula Details

Within the tuition-and-fees-to-earnings ratio, one higher education official suggested that other states
should make sure “the legislation is more specific than New Jersey’s.”
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For example, the statute could provide greater specificity regarding earnings - as reflected in the
example mentioned earlier about the four different occupational titles of social worker — and tuition,
which is complicated by the difference between full-time and part-time attendance. In general,
determining “tuition is not as simple to quantify as people think.”

Consider Program Costs

The tuition-and-fees-to-earnings ratio should account for the cost of equipment needed to complete
program coursework. A DOLWD official explained:

There are some occupations like automotive service technician and diagnostic medical
stenography where the equipment and the space are just frickin’ expensive. Do we expect to
have multiple programs going in together on that equipment? | just don’t know. | thought
those were questions that needed to be answered rather than just sort of pushing it through.

Navigating Statutory Limitations and State-Specific Departmental Authority

As explained under the summary of the assessment provisions of New Jersey’s law, DOLWD must
consider the minimum acceptable level of performance for each instructional program offered by a
private career school during two different stages of review: initial approval of the school, and renewal of
the school’s certificate of approval. A higher education official said, “This workaround for the DOL is a
little bit fraught. The cleanest thing to have done is to totally overhaul state approval and licensure of
private career schools.”

Reflecting on these two stages of review, a DOLWD official said, “We're really working through, how do
we program that in and how do we get that work done in a timely manner? So, that remains to be seen.”

Other states may also want to avoid the delegation of authority provided under New Jersey’s law.
Because some career schools are regulated by the Division of Consumer Affairs, “We have them
delegate their authority to the Department of Labor to basically make the determination [whether they
meet an acceptable performance quality standard] and then strongly recommend they take enforcement
action,” a higher education official said. “In a different place, in a different state, in a better scenario,
you'd want all private career schools’ regulators to take ownership of this in a way that we didn’t.”

Staffing Requirements

Reflecting on the drafting of OSHE's regulations, one higher education official said, “Capacity is a big
concern of mine,” and more support would be needed to research and write the rules. Due to staff
shortages, there are not enough people to complete the regulations “without significantly reallocating
time and neglecting other responsibilities.”

Need for New Data Systems

Under the statute, grant aid is to be subtracted from the total of tuition and fees before calculating the
ratio between tuition and fees and average earnings of workers employed in the specific occupation for
which a program prepares students. “Unfortunately,” said a DOLWD official, “our reporting system
doesn’t collect grants aid, so it's going to take us probably a full year before we get ready.” With over
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400 educational providers, “How are we really going to get all of them to give us the [data on] grant aid?
| think we're going to have to give them time to make that happen.”

Cross-agency collaboration will be a key to success. “If we had a longitudinal data system inside the
Department of Labor, that would have been great, but we don’t, [so] | think working this out with the
longitudinal data systems that states do have [is important],” a DOLWD official said. “Maybe those are
the data people that need to be in the room so that you could figure out how you're going to implement
this in real time.”

Conclusion

“This is a silver standard,” a higher education official said candidly when describing New Jersey’s
performance quality standard for career-oriented programs and career schools. “The gold standard is
each individual school and program held accountable for its own labor market outcomes.”

The ratio of tuition and fees to average earnings “is a proxy” and “is what we can do. This is pragmatic,
don’t-let-the-perfect-be-the-enemy-of-the-good; this is what a state government can do without data
collection,” a higher education official said. Ideally:

If there is a School of Schmick and Schmeck in which everyone gets jobs paying 20 percent
better than the average job in that field because it’s got spectacular relationships with
employers, they would be rewarded, and by contrast, a school in which people are getting
sucky jobs, and a bunch of them aren’t getting any jobs at all in this field they’re being trained
for, would be really hit hard, would be put out of business.

“We aren't able to do that, we're treating everyone as average,” a higher education official said. But
compared to federal officials, “they’ve never gotten it done because Washington is broken. This is
something we could do.”

“But by no means is it perfect,” a higher education official said. “I want to be very clear about that.”
Having access to student debt data would help improve the law, but only the federal government has
that information. One higher education official said, “How are we going to find out what the debts are?
[Critics have suggested], ‘Have the schools report it to you.” At which point we all said, ‘You've just never

24

worked in state government.

A recent report in lllinois shows why other states may want to follow New Jersey’s lead in establishing
state-based performance standards that protect students from career schools that do not provide a
reasonable payoff. For-profit cosmetology, esthetician, nail tech, and barber schools in lllinois reported
median earnings between $15,420 to $34,368 (in 2021 dollars) for their students 10 years after
enrolling,*? while the median earnings of a high school graduate in lllinois in 2021 was $34,591.%
Moreover, students typically spend an average of $14,700 to attend lllinois cosmetology schools. After
spending thousands of dollars and not having a qualified instructor in class most days, one aspiring nail
tech attending a beauty academy on Chicago’s South Side regretted her decision, saying, “I would make
a huge sign and stand in front of that school and be like, ‘Don’t do it.””>*
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New Jersey’s performance quality standard could serve as a “Don’t Do It” sign to warn students of high-
cost career-oriented programs that could lead to low-paying jobs. The keys to establishing such a
standard include clear statutory language identifying the programs subject to the standard and the
details of the standard’s formula; designation of a subject-matter expert within the executive branch to
serve as a point person; legislative leadership to shepherd the proposal through the legislative process;
sufficient resources within the responsible state agencies to implement the law in as timely a manner as
possible; and regular, open communication among those agencies and with the regulated community.

Ultimately, a labor department official in New Jersey observed, “I think that involving people who have
the data” at the agency and institutional level “from the very beginning is really going to be super
important.”
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Appendix A

New Jersey’s “Performance Quality Standard” Law

CHAPTER 76

AN ACT concerning career-oriented programs of study at institutions of higher education, degree-
granting proprietary institutions, and private career schools, and supplementing P.L.2009, c.197
(C.18A:3B-44 et seq.) and P.L.2005, c.354 (C.34:15C-10.1).

Be It Enacted by the Senate and General Assembly of the State of New Jersey:

C.18A:3B-45.1 Performance quality standard, established, Secretary of Higher Education; career-
oriented programs of study; rules, regulations.

a. As used in this section, “career-oriented program of study” means a program that provides
occupation-specific knowledge and technical skill proficiency that culminates in the attainment of a
license for a specific occupation or is represented by the institution as preparing students for
employment in a specific occupation. “Career-oriented program of study” shall not include a program
dedicated primarily to the education or training of ministers, priests, rabbis or other professional
persons in the field of religion.

b. Within 12 months of the effective date of P.L.2022, c.76 (C.18A:3B-45.1 et al.), the Secretary of
Higher Education shall establish a performance quality standard for career-oriented programs of study
offered by institutions of higher education and degree-granting proprietary institutions. In establishing
the standard, the secretary shall consider the ratio of the tuition and fees charged to students in the
career-oriented program net of any institutional grant aid to the average earnings of New Jersey workers
employed in the specific occupation for which the career-oriented program prepares students.

c. The secretary shall ensure that career-oriented programs of study offered by institutions of
higher education and degree-granting proprietary institutions meet a minimum acceptable level of
performance, as determined by the secretary. In the event that the secretary determines that a program
does not meet the minimum acceptable level of performance, the secretary shall suspend or terminate
that program and take additional action to suspend or revoke the institution’s license to award academic
degrees.

d. An institution of higher education or degree-granting proprietary institution shall submit to the
secretary the clear identification of the institution’s career-oriented programs of study in a form and in a
manner as determined by the secretary.

e. The secretary shall adopt, in accordance with the “Administrative Procedure Act,” P.L.1968,
c.410 (C.52:14B-1 et seq.), rules and regulations as may be necessary to implement the provisions of this
section.

C.34:15C-10.1a Performance quality standards, established, Commissioner of Labor and Workforce

Development; rules, regulations.
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2. a. Within 12 months of the effective date of P.L.2022, c.76 (C.18A:3B-45.1 et al.), the
Commissioner of Labor and Workforce Development shall establish performance quality standards for:

(1) private career schools, referred to and defined as “qualifying schools” under section 4 of
P.L.1989, c.293 (C.34:15C-1), authorized jointly under section 13 of P.L.2005, ¢.354 (C.34:15C-10.1) by the
Commissioner of Labor and Workforce Development and the Commissioner of Education to operate in
New Jersey; and

(2) private career schools authorized by a professional or occupational board established within the
Division of Consumer Affairs, in the Department of Law and Public Safety, to offer an educational
program required for licensure, registration, or certification in a profession or occupation regulated by a
professional or occupational board established within the division.

b. In establishing the performance quality standards, the Commissioner of Labor and Workforce
Development shall consider the ratio of the tuition and fees charged to students in the program net of
any institutional grant aid to the average earnings of New Jersey workers employed in the specific
occupation for which the program prepares students.

(1) In the event that the Commissioner of Labor and Workforce Development determines that a
program offered by a private career school does not meet the minimum acceptable level of
performance, the Commissioner of Labor and Workforce Development and the Commissioner of
Education shall, pursuant to section 13 of P.L.2005, c.354 (C.34:15C-10.1), revoke, suspend or make
conditional the certificate of approval issued under that law.

(2) In the event that the Commissioner of Labor and Workforce Development determines that an
educational program required for licensure, registration, or certification in a profession or occupation
regulated by a professional or occupational board established within the Division of Consumer Affairs
does not meet the minimum acceptable level of performance, the Commissioner of Labor and
Workforce Development shall issue a written determination directing the applicable board within the
Division of Consumer Affairs to suspend or revoke the private career school’s license or accreditation to
offer such program.

c. All private career schools, including those operating with a certificate of approval issued jointly
by the Commissioner of Labor and Workforce Development and the Commissioner of Education, and
those authorized by a professional or occupational board established within the Division of Consumer
Affairs to offer an educational program required for licensure, registration, or certification in a
profession or occupation regulated by a professional or occupational board established within the
Division of Consumer Affairs, shall submit a quarterly report to the Commissioner of Labor and
Workforce Development that includes:

(1) the tuition and fees charged for each program;

(2) a record for each student enrolled in each program. The student record shall include, but not be
limited to: the student’s social security number, gender, date of birth, date of enrollment, any date of
completion, date of termination, date of start in a job, date of application for a license, licensing
examination result, date of issuance of a license, and any credential issued; and

(3) any additional information that may be required by the Commissioner of Labor and Workforce
Development.
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d. Each private career school may be required by the Commissioner of Labor and Workforce
Development to submit additional reports on a more frequent basis.

(1) In the event that the Commissioner of Labor and Workforce Development determines that a
program offered by a private career school has failed to submit any report required under this section,
the Commissioner of Labor and Workforce Development and the Commissioner of Education shall,
pursuant to section 13 of P.L.2005, ¢.354 (C.34:15C-10.1), revoke, suspend or make conditional the
certificate of approval issued under that law.

(2) In the event that the Commissioner of Labor and Workforce Development determines that an
educational program required for licensure, registration, or certification in a profession or occupation
regulated by a professional or occupational board established within the Division of Consumer Affairs
has failed to submit any report required under this section, the Commissioner of Labor and Workforce
Development shall issue a written determination directing the applicable board within the division to
suspend or revoke the private career school’s license or accreditation to offer such program.

e. Upon receiving the written determination from the Commissioner of Labor and Workforce
Development directing the suspension or revocation of the private career school’s license or
accreditation to offer a program, the applicable board within the Division of Consumer Affairs may delay
the effective date of the suspension or revocation for a reasonable time if it determines that doing so is
necessary for the applicable board, or the affected private career school at the direction of the
applicable board, to protect the interests of students.

f.  Nothing in this section shall be construed to affect the authority of a professional or
occupational board established within the Division of Consumer Affairs to suspend or revoke the license
or accreditation of a private career school pursuant to Title 45 of the Revised Statutes.

g. The Commissioner of Labor and Workforce Development, in consultation with the
Commissioner of Education and the Attorney General, shall adopt, in accordance with the
“Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et seq.), rules and regulations as may be
necessary to implement the provisions of this section.

3. This act shall take effect immediately.

Approved July 29, 2022.
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Appendix B

Definition of “Private Career School”
New Jersey Statutes C. 34:15C-1.1.

(1) “Qualifying school” means, except as provided in paragraph (2) of this subsection f., a government
unit, person, association, firm, corporation, private organization, or any entity doing business or
maintaining facilities within the State, whether operating on a for profit or not for profit basis, which:

(a) Offers or maintains a course of instruction or instructional program utilized to prepare individuals
for future education or the workplace, including instruction in literacy or basic skills, or provides
supplemental instruction in recognized occupational skills, pre-employment skills or literacy skills;

(b) Offers instruction by any method including, but not limited to, classroom, shop, laboratory
experience, correspondence, Internet and other distance learning media, or any combination thereof;

(c) Offers instruction to the general public or in conjunction with New Jersey’s workforce investment
system; and

(d) Charges tuition or other fees or costs, or receives public funding for the delivery of any of the
above types of instruction.

III

(2) “"Qualifying school” does not mean:

(a) Colleges and universities licensed by the Commission on Higher Education or other schools,
institutions and entities, including public or private schools below college level, which are regulated and

approved pursuant to any law of this State other than this 2005 amendatory and supplementary act;

(b) Employers offering instruction to their employees directly or through a contract instructor, where
there is no cost to the employee and no profit to the employer; or

(c) Schools offering instruction which is avocational, cultural or recreational in nature.
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