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Summary of Findings 
 Eighteen of 22 sources said enrollment at for-profit schools is not 

rebounding. 

 Ten of 11 repeat sources were less optimistic about an imminent 
recovery in enrollment than they were in Blueshift’s Oct. 5, 2012, 
report, saying the recovery was taking longer than expected. 

 For-profit schools still are not responding urgently to changing 
industry dynamics and have not made adjustments to their price 
and programs. Three sources singled out Apollo Group Inc.’s (APOL) 
University of Phoenix as a particular disappointment. 

 Public and private nonprofit schools are aggressively marketing to 
nontraditional students, for-profit schools’ primary target. These 
competitors offer a better-quality education at a significantly lower 
price, faster degree completion, and superior career services. 

 Massive open online courses and competency-based education are 
becoming disruptive forces to for-profit online instruction. MOOCs 
are easily accessible and respected as an academic entity. 

 Mergers and acquisitions are increasingly likely as schools struggle 
to keep pace with enrollment numbers. 

 Sources’ few mentions of positives for for-profits included easier 
year-to-year comps, the sequestration benefiting schools with 
rolling admissions, and partnerships with private enterprise and 
community colleges in an effort to reach more students. 

 DeVry Inc. (DV) was cited as an industry leader with its technology 
and career focus, while Grand Canyon Education Inc. (LOPE) 
maintains an edge with its Christian-based low-cost niche.  
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Research Question: 

Is enrollment at for-profit schools beginning to rebound, and which schools are leading 
the turnaround? 

Silo Summaries 
1) INDUSTRY SPECIALISTS 
Although year-to-year comps are easier, these nine 
sources said for-profit enrollments were not turning 
around. All six repeat sources were less optimistic 
about sector recovery than they were in October. The 
lack of progress is due to industrywide failure to make 
dramatic pricing and programming changes in order to 
control reputation damage from ongoing accreditation 
disputes. Competition from public and private nonprofit 
schools is increasing while the pool of attractive 
students is shrinking because of shifts in federal aid 
programs. MOOCs are loosening for-profit schools’ 
grasp on online instruction. The few positives cited by 
sources for for-profits centered on their innovative 
partnerships with private enterprise and community 
colleges in order to reach more students. One source 
believes the sequestration could be a boon for for-
profits because of rolling admissions. 
 
2) EXECUTIVES AT FOR-PROFIT SCHOOLS 
All three sources said they were more optimistic six 
months ago than they are now, realizing the climb back 
to stable enrollment will take longer than anticipated. 
There is increased competition from public and private 
nonprofit schools that are more aggressively marketing 
to nontraditional students in ways that worked for the 
for-profits during their enrollment highs. Factors are 
stacking up against the for-profits, including concerns 
over federal funding, slow financial aid decisions, and 
MOOCs increasing the number of options for a 
“narrower funnel” of prospective students. 
 
3) INSTRUCTORS AT FOR-PROFIT SCHOOLS 
Three of these five sources said enrollment is not 
growing and is not likely to do so for at least six months. 
Enrollment challenges come from concerns over the job 
market and taking on student debt when employment is 
not assured. Students are seeking the best value, and 
public and private nonprofit options are becoming 
increasingly attractive. 
 
4) EMPLOYEES AT NONPROFIT SCHOOLS 
These two sources said for-profits are dogged by many 
issues: Their programs cost more and result in higher 
debt, they use deceptive recruiting tactics, and they do 
not ensure that class credits will transfer to a new 
school. One source representing a nonprofit school that 
pursues the same students said enrollment has grown 
30% each year. The other said for-profit schools are not 
trusted by military associations and many veterans. 
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Background 
Sources for Blueshift’s Oct. 5, 2012, report were optimistic for an enrollment recovery at for-profit schools during the following 
six to 12 months and said for-profit schools were beginning to revive their recruiting efforts. Recently posted new-student 
enrollment figures from for-profit schools indicated a potential turnaround for a few leaders in the sector, but public scrutiny 
over “shameful conduct” may overwhelm the still-fragile recovery. DeVry, which was praised as an innovator in our October 
report, reported that total new-student enrollment increased 5% during the second quarter year to year, driven by growth in 
the company’s medical and healthcare segment, and that new undergraduate enrollment declines had narrowed from the 
November session to the January session. However, a new wave of investigations into undisclosed compensation at DeVry 
pose the risk of slowing the company’s momentum and damaging reputations throughout the group. Grand Canyon’s latest 
earnings revealed that new-student enrollment increased in the high single digits year to year and that 2013 guidance for 
enrollment was for 9% to 10.5% growth. Meanwhile, Capella Education Co. (CPLA) expects a 5% surge in new-student 
enrollment, and Education Management Corp. (EDMC), Corinthian Colleges Inc. (COCO) and Apollo also expect enrollment 
growth in 2013. 
 
 
CURRENT RESEARCH 
In this next study, Blueshift assessed whether enrollment at for-profit schools was poised for a comeback in 2013 and which 
schools would lead this movement. We employed our pattern mining approach to establish and interview sources in six 
independent silos: 

1) Industry specialists (9) 
2) Executives at for-profit schools (3) 
3) Instructors at for-profit schools (5) 
4) Employees at nonprofit schools (2) 
5) Students at for-profit schools (3) 
6) Secondary sources (10) 

 
We interviewed 22 primary sources, including 11 repeat sources, and identified 10 of the most relevant secondary sources 
focused on higher education industry trends, the rise of MOOCs and competency-based education, and the positioning for 
EDMC, the University of Phoenix and DeVry. 
 
 

Next Steps 
Blueshift’s next report on the for-profit education industry will focus on specific companies and their prospects; we will assess 
which companies offer the best vocational and trade education, the best career degrees and the best graduate programs. We 
also will track competition from public and private nonprofit schools as well as the effects of MOOCs and their related 
recruitment partnerships on for-profit enrollment. Finally, we will monitor for-profit schools’ initiatives to get back on track with 
enrollment. 
 
 

Silos 
1) INDUSTRY SPECIALISTS 
Although year-to-year comps are easier, these nine sources said for-profit enrollments were not turning around. All six repeat 
sources were less optimistic about sector recovery than they were in October. Three sources singled out the University of 
Phoenix as a particular disappointment. The lack of progress is due to industrywide failure to make dramatic pricing and 
programming changes in order to control reputation damage from ongoing accreditation disputes. Competition from public 
and private nonprofit schools is increasing while the pool of attractive students is shrinking because of shifts in federal aid 
programs, especially for teachers and the military. MOOCs are loosening for-profit schools’ grasp on online instruction. 
Sources discounted immediate regulatory threats. One even believes the sequestration could be a boon for for-profits 
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because of rolling admissions and more flexible policies. The few positives cited by sources for for-profits centered on their 
innovative partnerships with private enterprise and community colleges in order to reach more students. 
 
 CEO of a consultancy to the education industry; repeat source 

The for-profit industry continues to be depressed and has only a few bright spots. This source’s more positive outlook in 
October has since been dampened because schools are not adequately reacting to industry changes. Increased 
competition from national and regional nonprofit and public schools is creating additional problems for for-profit schools. 
These competitors are fighting for the same adult student population and are using the same aggressive recruiting and 
marketing tactics that worked so well for the for-profits years ago. Competitors have the benefit of better reputations, 
lower costs, and more promising job prospects. DeVry, Grand Canyon, Capella and Strayer all have individual advantages 
to offer students and appear more suited to longer-term success, while Phoenix has failed to address ongoing concerns 
about lack of innovation and brand image issues. Education Management, Career Education and Corinthian College also 
continue to show few signs of turning their fortunes around. 

 “It’s still a tough period for most for-profits. Several have stopped the 
bleeding and are not losing students. Very few are growing 
significantly.” 

 “Six months ago I was a little more bullish about what niche for-profits 
schools could do at that time, so I’ve been disappointed with that.” 

 “More than regulatory concerns, increased competition is a bigger 
threat to the for-profits.” 

 “The for-profits are getting more competition from national and local 
private nonprofit and public schools. They are more aggressive in going 
after students.” 

 “Enrollment for 18-year-olds peaked in 2008, and now it is declining. In 
places like the Rust Belt and Northeast, the general market is in rapid 
freefall.” 

 “Growth is coming from adult students, so more schools are entering 
the market and taking share from the for-profits.” 

 “Local and regional schools are really beginning to attract these students. The national for-profits with their 
centralized office can’t compete with the local schools.” 

 “National schools like Arizona State Online are really making a push to market to students everywhere. They 
have billboards all over Los Angeles, and I just saw some in the terminal at the San Francisco airport. I see ads 
everywhere for Penn State. These are reputable brands with the same type of advertising that are spending 
money to attract students. It’s what the for-profits used to do so well; now the national and local nonprofit and 
public schools are doing it too, and successfully.” 

 “I see four-year schools introducing associate programs that are competitive nationally and regionally. Some 
community colleges are offering an AA [associate of arts] for $500 in automotive, which is directly competing 
with a school like [Corinthian College’s] Everest and at a much lower price.” 

 “I’m seeing a steady stream of information about schools like Everest where students are really concerned 
about these schools. They have poor job outcomes and are considering other options from what they call ‘real 
schools.’” 

 “Employers are more accepting of the concept of online and distance learning in the last three years, but they 
are still looking at a degree from the University of Phoenix differently than one from a Cal State school.” 

 “DeVry is stable and unique. People look at them more seriously, with better technology—not like an Everest. 
Their career placement is a lot higher, and employers respect the school.” 

 “Grand Canyon is not looked at as a for-profit. It’s still a successful niche school. They advertise nationally, they 
have a baseball team, a campus, they’re a Christian school—all smart tactics in building a school. They 
represent the future of the for-profit industry in being perceived as a real school, which will payoff for the long 
term.” 

 “[Bridgepoint Education Inc.’s/BPI] Ashford has been a disaster.” 
 “Phoenix is no longer the only choice, and they don’t have the brand to compete. Career and occupational 

schools are steady. Some niche schools are doing well, while others are keeping the level where it is.” 
 “Phoenix still has size, market position and branding, which helps. But unless they substantially change what 

they do, I’m very bearish on their future. They’ll be in rapid decline if they don’t change their brand image and 

Six months ago I was a little 
more bullish about what niche 
for-profits schools could do at 
that time, so I’ve been 
disappointed with that. … More 
than regulatory concerns, 
increased competition is a 
bigger threat to the for-profits. 

CEO, Education Industry Consultancy 
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their educational product. It is easier to change the product than the image. It takes more than just a 
commercial about a graduate of your school becoming a doctor or a teacher. They need to build technology and 
teaching methods that differentiate them from others to give them something fresh and credible. They also need 
to improve the success rate of graduates.” 

 “EDMC, Career Education and Corinthian are all probably not going to 
make it in the long term, at least not alone. They have a lot of issues to 
address. I wouldn’t be surprised if they were acquired and rebranded. 
Consolidation is harder with regulatory and accreditation issues. It 
wouldn’t make sense to do it now though. More likely someone will wait 
until these stocks go down further and they are cheaper to acquire.” 

 “Capella has one of the best reputations, but their biggest problem is 
competition. Their focus was higher-end graduate students. They were 
hit hard with declines in graduate enrollments, so they are expanding 
into other undergrad areas, which is smart and will serve them well. 
The undergrad market is 11 times larger than the grad market. They 
have more of the guts in place than Strayer.” 

 “Strayer is not out of the woods yet. They are not as large. They have 
more of an entrepreneurial structure but are more behind than 
competitors. They have good potential, and I am cautiously optimistic 
about them. They are getting heavy competition from public and 
nonprofit schools. Strayer is very regional, so competition is hitting 
them hard. It costs a lot more to acquire students than in the past. 
Strayer has the guts they need, but competition is making harder for 
them than expected.” 

 “Kaplan has made a concerted effort to innovate with its delivery and 
systems.” 

 “On a large scale, I don’t see anything innovative enough to make a 
difference for these schools. You’d think Phoenix is in the best position 
to pull something off like this, but they aren’t doing it.” 

 “They are using the same stuff that is on the Internet and putting it on mobile devices. It’s nothing compelling or 
unique. The true vision for mobile delivery—audio, voice, interactive—costs a lot of money. Whoever gets it right 
with a quality experience will be a big winner. I just don’t see Phoenix doing it.” 

 “Growth will come from content and learning management systems [LMS]. There are so many LMS solutions, 
even free Microsoft, but an off-the-shelf delivery solution is more effective. Now schools can afford technology—
even the community colleges. Phoenix is playing catch-up here.” 

 “There is so much on the horizon: MOOC courses, a quality experience, competency courses. There is the 
potential for change with technology advances. Today’s programs and degrees offered by for-profits will not be 
relevant in a couple years. It’s like MySpace vs. Facebook.” 

 “The for-profits are not thinking long-term and that hurts them, especially when it comes to MOOCs and 
competency courses.” 

 “The government can’t afford the current state of education. It’s not sustainable. Political forces are shifting. 
California state schools are now allowing students to get credits from alternative schools and transfer them in. 
That’s an opportunity for for-profits to fill that role, but none of them are seriously equipped to take advantage.” 

 
 Vice president of a nonprofit higher education advocacy group; repeat source 

For-profit enrollments will continue to decline unless educators can reinvent their value proposition. Few if any 
established career schools appear to be thinking in these terms. Spending more to recruit and retain students simply 
postpones harder decisions. Recent rollbacks of teacher and military education benefits are only the beginning of a more 
protracted process of federal disengagement from for-profit and nonprofit education. 

 “The career schools are in trouble. I don’t see anyone rushing to them anymore, especially at the undergraduate 
level.” 

 “Unless you see a career school provide something that the public institutions do not, they’re going to remain on 
the defensive. This would have to be a bold, new outside-the-box program with real professional value. I don’t 
know what it would be. For them, I think the scary thing is that they don’t either. I know they need a strong 

DeVry is stable and unique. … 
Grand Canyon is not looked at 
as a for-profit. It’s still a 
successful niche school. … 
[Phoenix will] be in rapid 
decline if they don’t change 
their brand image and their 
educational product. … EDMC, 
Career Education and 
Corinthian are all probably not 
going to make it in the long 
term, at least not alone. … 
Capella has one of the best 
reputations, but their biggest 
problem is competition. … 
Strayer is not out of the woods 
yet. 

CEO, Education Industry Consultancy 
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differentiator. I don’t know if they’re aware of the necessity here. I think they think they’re OK and that this is a 
minor speed bump in their road to world domination.” 

 “Maybe the for-profit companies are too big for their real audience now that the public schools are growing 
again. Maybe they’re too expensive. For a public school, either of these would be a problem, but you could deal 
with it by making hard long-term choices: phasing out departments and programs, expanding where you can 
raise revenue for the institution, offering more scholarships to defray tuition costs or being less selective to fill in 
any gaps in the student body. For-profit institutions don’t have that luxury because it’s all about the 
shareholders staying on board in the next couple of quarters.” 

 “You can spend a lot more money to turn declining enrollment around, 
but these are not going to be high-quality or highly motivated students. 
They’re not going to be the perfect fit for your program. They’re going to 
be people you had to cast a wider net than normal to reach.” 

 “And you can’t spend a fortune to recruit from the military anymore, 
because in-service benefits are on hold and you cannot pad your 
enrollment by more than about 2% to 4% VA funding. This is serious for 
schools like Grand Canyon, which spends a fortune on marketing to 
Christian students, who often have strong family military ties.” 

 “Other expensive or ‘genteel’ intangible-oriented programs are hurting. I 
saw recently that the enrollments at the expensive Art Institutes are 
half where they were a few years ago. That’s a disaster if it’s true.” 

 “Teacher continuing education subsidies are also weakening with the mood in Washington. That means more 
cost consciousness among the teachers. More cost consciousness means a larger shift back to community 
colleges. A larger shift toward community colleges means weaker liberal arts and science programs at for-profit 
schools, which means lower ‘quality of life’ and those other intangibles that justify a higher per-hour ticket in the 
first place.” 

 “For the career schools to make any headway, they have to do two things: They have to convince people that an 
education will pay for itself in terms of career opportunities. That’s not a particularly hard sell. But then they 
have to convince people who want an education that the career school is the best value for the price. That sell is 
getting harder all the time.” 

 “The first problem is student lending. Americans don’t want to go tens or hundreds of thousands of dollars in 
debt to fund an education. They know there are vast amounts of student loans that will never be paid off. The 
borrowers are too old and often simply not earning enough to pay the money back on anything but the longest 
possible loan life, at which point the overall interest—even at 
subsidized rates—can easily double or triple the amount of money they 
will have to pay. And they know these loans are not dischargeable. 
There are some forgiveness terms, but they’re poorly explained and few 
people really expect the federal government will honor them when 
everything’s said and done. For now, you have to make your payments 
every month. It’s that simple.” 

 “If you’re young and have 40, 45 years to build a career, it’s not so bad. 
By the time you’re in your 30s, you can’t afford to take on a lot of debt 
and have it pay off over time. And you’re less interested in the quality-
of-life issues that traditional schools offer. You just want a degree at 
the cheapest price so you can pay off the investment as fast as 
possible.” 

 “Here’s the problem for the career schools: You show anyone, young or 
old, their tuition schedule, and that person is going to want to go 
somewhere cheaper. You get a race to the bottom right away. If I’m 
spending cash on a degree, it’s one thing, but I can tell you the days 
when you could offer people massively expensive degrees—$20,000, $30,000 a year—and simply keep it on the 
Stafford loan ‘tab’ are dead. They are not coming back. People know now that it is not a free ride. Borrowing 
terrifies them.” 

 “Nearly every state or community school in the country will charge less, so when you do graduate the loan 
burden is lower. That’s finally becoming a known fact now that the state schools are promoting their programs a 

The career schools are in 
trouble. I don’t see anyone 
rushing to them anymore, 
especially at the undergraduate 
level. 

VP, Nonprofit Higher Education 
Advocacy Group 

Nearly every state or 
community school in the 
country will charge less, so 
when you do graduate the loan 
burden is lower. That’s finally 
becoming a known fact now 
that the state schools are 
promoting their programs a 
little more effectively. 

VP, Nonprofit Higher Education 
Advocacy Group 
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little more effectively. People know they can get an accounting degree for half what they charge at a place like 
Strayer. You might even get enough financial aid or work-study to make the public school an even better 
bargain.” 

 “The for-profit school can say that they provide a better education somehow. You have to benchmark that with 
hiring statistics, income levels. It’s hard to do. As far as I know, nobody is really arguing in these terms on the 
career school side. They should, but I can imagine the regulatory hurdles for making false claims are pretty 
steep.” 

 “I see trade and technology schools still doing well. They aren’t really affected by the in-service Pentagon 
pullback but may suffer a bit if VA programs weaken. I see online evaporating if and when schools like Stanford 
figure out how to run their massive courses for credit. Most of all, I see the government trying to pull the plug on 
more schools in order to bring down its overall exposure to a trillion-dollar feeding line. Congress doesn’t want to 
be responsible for the entire education industry, public and for-profit alike. They will get more aggressive in 
terms of cutting schools off.” 

 “Look for the consequences of accreditation challenges or even committing some form of marketing or 
underwriting offense to become much more severe in terms of federal loan and grant eligibility. Any school the 
attorneys general are already investigating may actually cease to exist in its current form in the next few years. 
That’s serious. I’d say Kaplan, Bridgepoint and Corinthian in particular. Lose your eligibility and you might as well 
wind down your recruiting entirely.” 

 
 Founder of a career school consulting firm; repeat source 

Overcapacity is a noose around the education industry’s neck as enrollment throughout the sector continues to 
deteriorate. Even relatively small and focused vendors like Strayer or Career Education risk being swamped by larger 
competitors desperate to raise revenue and service their debt loads. Accreditation is a concern for many leading players. 
Alliances with industry and nonprofit competitors are essential to survival. 

 “Since we talked, a lot of the enthusiasm in this industry has 
evaporated. The enrollments simply didn’t come back this year for a 
number of reasons. Until people start pouring back into these schools 
looking for a degree, a career change or both, things are going to get 
vicious. There are simply too many entities pushed too close together 
hungry for every applicant and the federal dollars he or she represents. 
Ever see a minnow tossed into a shark tank?” 

 “There are fewer people being laid off midcareer in the last year so the 
month-to-month inputs are lower. That forces the vendors more onto 
the traditional high school uptake cycle, so they’re competing more 
directly with the community colleges. It also means that this spring 
semester is a bust, and odds are good the fall will be as well.” 

 “A few things can happen. The downturn in the enrollments across the industry has been dragging on for long 
enough now that the comps are finally dropping off the total enrollment numbers. You’ve had three years since 
peak enrollment, so you have traditional three-year graduate programs rolling off the numbers as people 
graduate, if they’re graduating. Shorter professional programs have already rolled off, so those larger class 
cohorts are no longer inflating the comparisons. So year over year, the damage will look like it’s stopped and you 
might see the total enrollments edge up, simply because you’re comparing today’s cohorts to the real disasters 
of 2011 and 2012 and not the phenomenal recruiting boom of 2009 or 2010 anymore.” 

 “Or there’s the chance that improved comp won’t fool anyone and the schools will have to go all out to keep 
their investors happy and prove that management is actually on the ball. That means renewed marketing, 
renewed scholarship programs, incentives and other activities to bring them in the door and get those 
enrollments up. It’s expensive, but in theory it will still boost revenue and pay for itself. If one school does it, it’s 
a strategic shift. If they all do it at once, it’s a crush.” 

 “You might see gigantic schools like UOP [University of Phoenix] or EDMC bend over backward to pull in 
enrollments out of the mouths of rival schools. UOP can boost their accounting programs and ultimately starve a 
school like Strayer. It might not happen, but you can imagine a hungry EDMC giving up on the Art Institutes and 
bringing in little in-house technology schools to use the higher-end computers and become more relevant. That’s 
a shot across the bow for everyone, from Full Sail [University] to DeVry and ITT [Educational Services Inc./ESI], 
as well as, again, Strayer or CEC.” 

Since we talked, a lot of the 
enthusiasm in this industry has 
evaporated. The enrollments 
simply didn’t come back this 
year for a number of reasons. 

Founder 
Career School Consulting Firm 
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 “Relatively small and compact schools that didn’t wildly over-expand 
suddenly have gigantic competitors encroaching on their spaces. They 
might be able to defend those spaces from the combination of 
desperation and much larger resources. I think the EDMC/DeVry/ITT 
scenario would go this way, but others may not. In the meantime, it 
means higher expenses and lower revenue per student for everyone.” 

 “Accreditation problems are not going away, and that’s also a problem 
for everyone. A school that’s facing the loss of federal eligibility may 
simply decide to buy a rival with better programs and run its operation 
through that entity. Meanwhile, the PR risk is shared throughout the 
industry if outcomes suffer or loans are cut off.” 

 “We’re now six months farther along in this cycle. I am still seeing some 
winners among small, focused schools eager to recognize that 
cooperation is better than suicide. DeVry is working with community 
colleges to provide a sort of outsourced, branded vocational school. 
They split the tuition and the cost and avoid fighting each other. Kaplan is supposedly doing something deep to 
its distance learning program to open it up to third parties. That would be exciting. Other schools are working 
with enterprise as what amounts to outsourced recruiting and training arms. That’s what’s exciting.” 

 
 Independent education policy analyst; repeat source 

Even good-faith efforts to boost enrollment at for-profit schools are failing to deliver results. The macro economy may 
have changed too much for some institutions to ever recover, and the weight of ongoing accreditation disputes may 
prove too difficult for the industry’s reputation to bear. Although increased regulation remains a threat, lack of access to 
new tuition flows probably represents a bigger danger to vendors with weak or overextended balance sheets. Either way, 
recovery will require stronger will to innovate than the industry has yet demonstrated. 

 “I told you last year that I thought the University of Phoenix was showing the kind of long-term thinking needed to 
transcend quarter-to-quarter fiddling and evolve into a true academic institution. That may be true, but I also 
thought the for-profit schools would move heaven and earth to get enrollment up last fall and they didn’t.” 

 “I really thought the schools would do whatever it took, spend whatever money they had to woo students. The 
cloud of stricter gainful-employment standards had lifted for the foreseeable future and the election had yet to 
change the mood in Washington one bit. It was a golden opportunity for 
them to prove to the world and themselves that they could go back to 
2009–2010. Now enrollments are still down 20% to 30% over last 
year, even for schools I would consider strong like Bridgepoint. That’s 
not just a disappointment; that’s kind of a disaster.” 

 “If this is a normal year, maybe 2009–2010 was grossly abnormal, 
which it was. The recession left a lot of people out of work and looking 
for a dramatic change of career. Everyone in the country who wasn’t 
clinging to a job was going back to school, changing their lives, 
becoming employable. You might argue about how well we’re doing 
now, but at least the massive layoffs we saw back then have tapered 
off. There’s nobody left to lay off. And the people who are unemployed 
have been unemployed for a long time now. They’re either still in school 
somewhere or not interested. But the point is, they’re not on the 
market for a new degree like they were three years ago.” 

 “I also think the country has had a few years to see these institutions 
close up and get nervous about the high fees and the persistent churn 
of questions about how good the degrees are. Are they degree mills? 
No, not at all. But do they offer value for money? All I know is that they’re no longer attracting everyone with a 
SSN and a pulse. Something has changed. The lawsuits and investigations on everyone from Corinthian to 
Kaplan have raised a pretty big question mark over the entire industry. They have to sell themselves better, and 
I don’t see that happening lately.” 

 “[President] Obama could always use the Department of Education as a blunt instrument to reward results and 
punish schools that fail to live up to their economic function and bring people into the new work force. But he’s 
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been saying that for years, and right now I think he has other things on his plate. Nobody’s going to push hard on 
accreditation issues or stripping these schools of federal aid eligibility … at least for the next year. By that point, 
we’re into the 2014 admissions cycle and nearing the 2014 midterm elections.” 

 “The regulation threat is dormant. I think the real concern for weak players here is that admissions don’t come 
back. A 30% dip in paying students—customers—after years of decline is not encouraging, and it’s not really 
sustainable. Bankruptcy may not be an immediate threat until 2015 or so if the declines are over, but as yet the 
declines have not ended. We will probably see a publicly traded company or two agree to a merger to avoid 
bankruptcy. That’s when you’ll know things are reaching a boil.” 

 “You’ll know things are on the mend when you see these companies doing crazy, brilliant things that nobody 
ever thought of before. We’re a long way from that one.” 

 
 Director of a trade organization representing for-profit schools; repeat source 

Top-tier for-profit institutions already have geared their businesses to the worst-case regulatory and funding scenarios 
and now have room to expand as they choose. While the sequestration delayed many enrollment decisions for the fall 
semester, any disruptions actually will create an opportunity for schools with rolling admissions and entry. Partnerships 
are essential. Interruptions in in-service military training compensation are more serious but affect a narrower group of 
vendors. 

 “The regulatory horizon still looks relatively clear. We had the election since the last time we talked, and after 
that it’s been several months of budget crisis and debate. We got a short-term tax bill and then fell into a 
sequestration period anyway, so the tone is less about regulating active components of the economy and more 
about preserving the funding mechanisms that keep those components healthy. That’s actually the good news.” 

 “Our members scaled back in 2011 when the gainful-employment rules changed to essentially make it 
impossible for them to continue at their then-current scale. Once the changes were struck down, they had a 
choice: roll back up to where they were, or remain flexible and see where the wind blows. They’ve evidently all 
chosen the latter.” 

 “Enrollments are still declining across the industry to let the changes of 
2011 work through the system. It takes a few years for admission 
changes to fully pass through a student body; someone you took in 
back in the boom year of 2010 won’t graduate from a four-year 
program until next summer at the earliest. After next summer, the 
schools will have a fully refreshed student body—more or less—and will 
be in the perfect position to make their next move. We might see a 
renewed expansion, but I don’t think that’s in the cards.” 

 “Of course, some schools may have cut too deep and now are unable 
to compete. That always happens. I won’t point to any sick companies 
among my membership because I think they are all sincerely convinced 
that they’re executing on what they need to grow and thrive. I would 
say that if enrollments don’t come back in September, I’ll be worried.” 

 “The sequester is actually a boon for most of my members that have 
adopted rolling admissions. Financial aid decisions are being held up 
while the government refigures exactly how much money every school 
has to distribute in work-study and so on. Until fairly recently, even the 
amount of money in the Stafford and PLUS loan programs was an open 
question, given Congress and the urge to trim spending programs 
wherever possible. I wouldn’t be surprised if the packages are smaller 
than many people can afford for the fall semester, so they’ll defer. But 
on rolling admissions, even someone who defers always gets a second 
chance if the money shows up or they simply get bored. Put off a state 
or private school? Earn a few credits at the University of Phoenix while 
you’re waiting!” 

 “The delay definitely hurts the nonprofit schools where the decision really only comes once a year. They’ve blown 
it for 2013. I’m not saying you’ll see millions of high school graduates on the streets because college didn’t 
happen this year, but it’s a mark in favor of the for-profits where rolling admissions are the rule now. A small 
incentive pulling applicants back the other way.” 
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 “I see many of my member companies becoming smarter and not just bigger in the next cycle. They learned that 
chasing enrollments is a zero-sum game when you can focus on more lucrative arrangements with feeder 
institutions or corporations or communities. Some of my members have experimented with recruiting from local 
high schools. I think the results have been mixed, but you can see where this is going: less effort to chase 
students who may ultimately only hurt your retention and graduation numbers; more effort to cultivate people 
who will actually thrive.” 

 “There’s also the sense of collective action and synergies. If you’re a specialized accounting or mechanical 
school, sell your accounting content into the larger and more general institutions. I suspect that in a year you’ll 
see specialized schools feeding into the big ones in some kind of co-branded or even private-label relationships: 
DeVry at Phoenix or whatever it might be. The larger schools gain better control of their accreditation because 
they aren’t trying to be all things to all applicants anymore. The smaller ones get delivery and a wider audience 
for their content, as well as a way to crush would-be competitors.” 

 “On the partnership front, a good example is the military outsource schools like the Defense Acquisitions 
University, where in-service personnel are trained in logistics and other areas by civilians. That’s an umbrella 
venture between the Pentagon, several religious and secular nonprofit institutions, and for-profits like Kaplan 
and DeVry’s Becker. The schools all feed their content into the enormous captive student body, which then 
writes big checks from the Pentagon.” 

 “At least, the Pentagon writes the big checks under normal circumstances. I don’t see the in-house training 
programs cut, but student-defined program reimbursement may be slow and tentative for a while, or may even 
dry up entirely depending on the mood in Washington. Ironically, this is good news for the must-have vendors 
who work with the military as direct contracts. You can’t run the army anymore without outsourced instruction. 
You can’t run the army without those instructors, so Becker and Kaplan are in good shape.” 

 
 Client relations manager for a college enrollment preparatory program; repeat source 

Competition is increasing for for-profit schools as other schools emerge with niche programs. Client schools have stated 
that the University of Phoenix comes up less frequently as a possible transfer destination because other schools, 
including private nonprofit and public institutions, offer the required, lower-level courses at a lower cost and with greater 
speed. Two areas of innovation—MOOCs and competency-based courses—will provide even greater competition for the 
for-profits if they do not get on board with these developments. 

 “Phoenix is not as much part of the conversation anymore when placing or transferring students. We’re not 
hearing it come up as consistently as we have in the past. It was always the first referral for our clients. Not 
anymore.” 

 “There is a lot more competition for Phoenix, they are spending fewer 
marketing dollars, and there has been an emergence of other schools 
online so students have many more choices now.” 

 “We’re having to fend off for-profit schools for students a lot less than 
in the past.” 

 “One of the new schools coming up as competition is Western 
Oklahoma State College. There has been a lot of hype and scrutiny 
about this school as it has been called a ‘degree mill’ with its 3-, 4-, and 
5-week online classes. It also caters to NCAA athletes looking to get 
classes and grades so they can keep their scholarship eligibility. It’s all 
part of the latest trend of quick-fix online schools catering to a certain 
student population.” 

 “The other trend I am seeing is the ‘professional’ person who acts as a 
college student in order to pocket financial aid money. I am sure this 
has been going on for a while and it’s not new, but we’ve just uncovered more of it recently and have taken 
steps to address it. I am sure the for-profits have to deal with this as well.” 

 “These ‘students’ register for classes, get more financial aid than they need, then drop out of school, get their 
refund from the school, and pocket all the financial aid money for themselves. We just did a giant financial aid 
audit and found a significant portion of students drop out who fit this criterion. One person was posing as 10 
different students to get financial aid.” 

 “We have put things in place to ensure that we don’t get hit by this anymore. We are checking the history of all 
the schools they’ve previously enrolled in, how much financial aid money they owe, and being a lot more strict 
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about whether or not to have them enroll in our program. This is leading to a hit in our enrollment because we 
just aren’t accepting as many students. We had around a 20% to 25% drop in enrollment from our October 
classes to our January classes.” 

 “As far as innovation, I’m seeing two things: MOOCs and competency-based courses.” 
 “MOOCs are free, open to the public, but students are not yet getting course credit. It’ll be very interesting to see 

which schools begin accepting MOOCs for course credit first. It could come from some of the Ivy League schools 
since they were the ones that created them first. If this happened, many other schools would follow suit quickly.” 

 “Competency-based courses are getting a lot of hype. They are allowing students to test out of courses if they 
are competent, like if they are fluent in Spanish. Courses are no longer based on grades but more on an 
understanding of concepts and learning modules. It will certainly speed up the acquisition of coursework, 
especially at the lower levels.” 

 “For retention, free online tutoring has picked up in the last year for math, English and writing to help students 
do better at the basics and increase retention. Schools that recognize the value of online support services will 
do better with retention and graduation rates.” 

 
 Michael B. Horn, co-founder and education executive director at Innosight Institute, a nonprofit think tank 

Enrollment at for-profits still is falling but soon will bottom out. Once it does, schools that offer competitively priced 
tuitions will rebound the fastest. The market also is seeing disruptive online players, such as UniversityNow and Southern 
New Hampshire University. Furthermore, traditional universities are striking partnerships with the like of Academic 
Partnerships, which provide the resources, recruitment and retention services to get online programs up and running. 

 “By and large, enrollments at for-profit colleges are falling and we’re nearing the point where they will bottom 
off. The first ones to rebound will be the ones that offer lower prices on tuition, since many students have begun 
weighing bottom-line price over convenient access.” 

 “Of the traditional for-profits, I think ones like American Public are best 
positioned because of their lower tuition prices. Grand Canyon would 
fall in that category as well.” 

 “There’s a question if enrollments at traditional for-profits will ever 
rebound to where they were. Disruptive players such as UniversityNow—
the parent company of Patten University and New Charter University—
and Southern New Hampshire University are coming to market at a 
lower price point and will be an incredibly attractive option for students. 
Future enrollments could also be affected by the partnerships that 
traditional universities are striking with these disruptive upstarts. 
Academic Partnerships is one example.” 

 “For-profit colleges are going to struggle because they optimized their 
business models around easy access to Title IV dollars. Students are increasingly scrutinizing quality and price, 
which puts for-profits in the difficult position. To regain their foothold, they must do what other companies facing 
the innovator’s dilemma have done, which is to create new businesses that are disruptive to what they currently 
are doing.” 

 “Some universities are also starting to offer competency-based programs such as Southern New Hampshire’s 
College for America program, University of Wisconsin and Western Governors. The disruptive innovation of online 
learning is not in a stranglehold by the traditional for-profits. There are other players that can pioneer the 
disruption and take us forward as well.” 

 
 Walt Gardner, author of Education Week’s Reality Check blog 

For-profit schools are under siege from lawmakers, attorneys and bad publicity. Also, the military is cutting back on tuition 
assistance, and more schools are expected to follow the recent demise of American Career Institute. Schools are 
scrambling to improve programs and clean up their image, but Mr. Gardner said for-profit institutions and education are 
not compatible. 

 “For-profit schools have been under increasing scrutiny in the last few years. Education Management was sued 
by the Department of Justice for having boiler-room sales tactics in a case involving 150,000 students on 100 
campuses. The attorney general in Massachusetts is investigating for-profit schools, including the University of 
Phoenix. And some schools are having financial problems. The [for-profit] American Career Institute folded 
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suddenly early this year, and the Art Institutes are in trouble. I’m sure you’re going to see more schools falling 
when they’re not able to show a profit for their shareholders. Who would want to invest in that?” 

 “For years, for-profit colleges have had lax admittance standards. Their target students are poor or working-class 
who will take out federal loans to go to school. And those loans cannot be discharged in bankruptcy, so once you 
sign up, you can’t get out of it. And many of the degrees [from for-profits] are so Mickey Mouse that they aren’t 
marketable. Many of the credits don’t transfer. Now, with all the bad publicity, the schools have been set back 
on their heels. They are trying to clean up their act. But the truth is, for-profit schools and education are just 
irreconcilable.” 

 “I just don’t see a good case to make for for-profit colleges. When push comes to shove, the bottom line will 
always prevail. The goal is to maximize profits. I don’t think education should be run like a business in any level. 
To me, for-profit schools are antithetical to what education should be about.” 

 “If students have a STEM degree—that’s science, technology, engineering or math—employers will snap them up. 
But if you get a degree in, say, art or communications and then end up working at McDonalds, you’re not going 
to be able to pay it off.” 

 “Community colleges do a great job, but they are overcrowded. … In Arizona, the University of Phoenix lobbied 
against and helped defeat legislation that would have let community colleges offer low-cost four-year degrees.” 

 
 Oliver McGee, author of Transforming the Ivory Tower and founder of Partnership Possibilities for America 

Enrollment trends cannot be viewed in a vacuum. Instead, enrollment will continue to ebb and flow, albeit on a trajectory 
climb, for the foreseeable future based on evolving social, technological, educational, economic and political factors. In 
turn, for-profits will be forced to reevaluate their learning assessment outcomes and mode of delivery. For example, the 
macro economy and rising tuition costs currently drive enrollment growth, but like the real estate crisis, this too is 
heading toward a student loan bubble that will burst. That risk, along with technology changes, eventually will reinvigorate 
enrollment as for-profits and nonprofits turn to online curriculum delivery to equalize educational opportunities. 

 “Enrollment is not going to be a consistent climb or fall. It’s going to wax and wane with all these changes in 
demography, learning assessment challenges and tuition costs that are happening.” 

 “You are seeing enrollment plateauing at the bottom before the climb.” 
 “For-profits have to understand the social, technological, educational, economic and political messages 

conveyed every day to boost enrollment. … These challenges aren’t going away.” 
 “Generally speaking, online for-profit enrollments are steady but not 

necessarily climbing significantly right now, and that’s probably 
attributed to corresponding shifts and changes in technology. The rate 
of enrollment has to be sensitive to computer technology leaps and 
changes every 18 months.” 

 “Online is the future in how we educate ourselves. Experienced faculty 
members teaching at prime institutions are starting to diversify their 
pedagogy by going online.” 

 “The biggest thing the University of Phoenix and other online leaders 
are doing is making their online classroom experience match what 
trends you are seeing in the online experience, in social media and the 
ease of access when you go to different websites.” 

 “The community colleges are taking on online education much faster 
than the ‘ivory towers,’ largely because community colleges have less 
money and have to be much more entrepreneurial and the ivory towers 
have too much money to move the tanker.” 

 “When the real estate market burst, it had its greater implications on 
the greater economy. The same thing is going to happen in higher education.” 

 “When that student loan bubble bursts, you will see another impact on the traditional ivory tower moving to this 
market of online education because people are not going to be able to afford higher education and will start to 
look for alternatives.” 

 “As the traditional ivory towers’ costs climb, we will see the coming of the next bubble. … That, ultimately, is 
compounded with other factors that you’re seeing in immigration [and] demography shifts. As those shifts occur, 
changes with enrollment will change.” 
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2) EXECUTIVES AT FOR-PROFIT SCHOOLS 
All three sources said they were more optimistic six months ago than they are now, realizing the climb back to stable 
enrollment will take longer than anticipated. The for-profit education industry remains on the defensive amid increased 
competition from public and private nonprofit schools that are more aggressively marketing to nontraditional students in ways 
that worked for the for-profits during their enrollment highs. Factors are stacking up against the for-profits, including concerns 
over federal funding, slow financial aid decisions, and MOOCs increasing the number of options for a “narrower funnel” of 
prospective students. Cost has to come down, but no one wants to lower prices, making community colleges and other 
alternatives more attractive. 
 
 Finance executive for a publicly traded for-profit education provider; repeat source 

Sequestration-related funding confusion and delays are disrupting the enrollment pipeline. MOOCs pose a substantial 
challenge to for-profit online activities. Major providers will need time to revamp their institutional footprints. Those who 
can get ahead of the rapidly shifting federal debate and the job market may recover in 2014. Small and career-focused 
offline for-profit programs are recovering but slowly. 

 “We are at an overall inflection point, but right now I would say the industry as a whole is still on the defensive. 
Smaller and more career-focused campus operations are seeing enrollments edge up again or at worst stabilize. 
Others are not. The problem is really new concerns over federal funding are dragging on any momentum the 
industry is otherwise able to generate.” 

 “The sequester didn’t so much dig into the financial aid equations. 
There’s pressure on things like the teacher credit and now the in-
service military reimbursement. These factors add up on a student-by-
student basis, making maybe one enlisted student put off a class or 
driving a teacher back toward what’s on offer at the community 
college.” 

 “What’s really killing enrollments this spring is the slow aid decision. 
People just didn’t know how much we could offer until a few weeks 
ago, and by that point it’s getting late in the game to enroll for the fall 
semester.” 

 “Our overall enrollment is still tracking down over last year. The 
declines are slowing but not quite going in the right direction yet. 
Liberal arts, design, all the creative disciplines are still weak. 
Preprofessional and paraprofessional programs are doing best. This is 
all offline. Online courses are in what you might call a transformative crisis at the moment.” 

 “MOOCs are really becoming a craze in the conventional education world. There’s a lot of institutional money 
chasing these programs and a lot of talent leaping to build out the curricula and their own personal brands. This 
is not really hurting enrollments yet, but it is going to make it very difficult for them to bounce back as the 
MOOCs get rolling as a branded alternative to our own programs.” 

 “Between the funding uncertainty and the increased competition online, we are taking a longer view toward 
reinvigorating our brands. Some of the brands may not be relevant or vital anymore in their current configuration 
or scale. Some may be better suited with a long-term shift toward other areas of instruction, while others may 
simply need to scale back. In general, I think you’ll see the winners continue to nourish what works and shift 
existing campuses toward that. Overly specialized institutions may need to be closed and rebranded. Losers will 
keep throwing money at diminishing returns in the hope that they’ll wait this out and be in better position.” 

 “Rolling admissions are helping. We can close a course right behind someone and not wait three months before 
making a decision. I think in the next year every provider that wants to survive is going to be on a rolling 
calendar or will adopt it. It’s a great way to adjust an otherwise glacial business relatively on a relatively tactical 
timeframe and still one of our better differentiators against the conventional institutions.” 

 
 Program director for a publicly traded distance-learning provider; repeat source 

The for-profit industry is struggling with substantial overcapacity, and at least a few vendors will fail. Federal funding 
favors established conventional institutions with built-in limits of scale. For-profit educators that built out too quickly in 
order to capture market share now are in danger of being overleveraged if federal dollars slow or stop. High-priced 
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programs like the Art Institutes and rapidly expanding names like Strayer are particularly vulnerable. Those that align 
their marketing with the traditional university message and value are in the best position. 

 “I was more optimistic six months ago than I am now. I thought the biggest vendors were in the best position to 
reorient their platforms and come out in better shape than ever. They’re not doing it. All that’s happening is the 
big vendors are staying big and the enrollments are still depressed. Their scale is part of the problem now in the 
sense that they built too much. It reminds me a lot of the housing bubble, but from the construction side.” 

 “Take someone like Strayer, who I don’t want to pick on but they do demonstrate the problem extremely well. 
They had 76 campuses three years ago, when the for-profit boom was peaking. They’ve built out another 26 
campuses since. Total build is up 35% and total enrollment is down 2%, just year over year. That’s a real 
problem. That’s not worth the build. That’s a failure. None of those classrooms will ever be used.” 

 “Now multiply Strayer across the industry, and there are too many classrooms that nobody will ever fill. Too 
many classrooms, too many vendors, too much capacity across the board. The ones who weren’t building out 
shifted a lot of their efforts online, where capacity is a virtual phenomenon, and they ran into a similar wall: 
endless capacity to serve a limited number of students. If supply is infinite and demand is fixed, price has to 
come down, maybe all the way to commodity levels. Nobody wants to bring price down, which means you’ve got 
to consolidate vendors.” 

 “There are twice as many brick-and-mortar education vendors than we 
need. Those classrooms have to go, or at least those classrooms need 
to be sold off to someone willing to host economically relevant 
programs in them. That’s an opportunity, but I don’t see anyone leaping 
at it until they can get those assets for a distressed price.” 

 “The Department of Education isn’t as forgiving as they once were. 
They want results, and they want educators to get people working and 
justify what is, at this point, the federal government’s direct investment 
in their operations. I talk to policy people; with the sequester running 
roughshod on their planning, they are more inclined to work with their 
oldest and most proven friends—the land-grant schools, public and 
private universities—and less with people who have endangered the 
entire federal education system.” 

 “I used to see a 2013 where the little niche players got smaller as the 
bigger names like the University of Phoenix, Grand Canyon or American 
Public University leverage their larger brands, assets and cash flow to 
get bigger. The game was to peel students away from the niche players 
until the overall market recovered.” 

 “Turns out that’s not exactly happening. The little niche players are 
hurting, but they stopped building years ago. The big players are not 
growing. They are still hurting, and their larger debt and overhead 
structures are turning toxic, simply because these are bigger numbers 
and big numbers have a life of their own.” 

 “Enrollments have not come back anywhere. This isn’t about relative winners and relative losers. This is about a 
phase shift in the number of people out there willing to borrow money to get a degree in a for-profit setting. It’s a 
narrower funnel than it was five years ago. The nontraditional students we were going to reach have basically all 
been reached. The kids out of high school are going back to community colleges to get a better deal. They are 
terrified of debt and don’t want to be part of ‘the next credit crunch.’” 

 “As enrollments stagnate, federal flows wobble. Again, that’s a toxic scenario for some of these people like 
Corinthian or Bridgepoint who were already having a hard time demonstrating that their programs put people in 
better jobs when they graduate.” 

 “It comes back to pricing at this point. If you’re charging more than Harvard, as some of these programs at 
Grand Canyon, UOP or the Art Institutes actually do, you’re going to lose to Harvard. This is true especially as 
Harvard rolls out ways to expand their instruction to everyone not in Cambridge who might benefit and be willing 
to pay. If you were charging less than Harvard but still $20 more than the community college, the community 
college is going to peel enrollments away from you that you cannot afford to lose.” 

 “The more you look like an established public or private university, the better you will be able to market to 
prospective students and also impress regulators with your seriousness. It seems trivial and I almost can’t 

I was more optimistic six 
months ago than I am now. I 
thought the biggest vendors 
were in the best position to 
reorient their platforms and 
come out in better shape than 
ever. They’re not doing it. … 
Enrollments have not come 
back anywhere. This isn’t about 
relative winners and relative 
losers. This is about a phase 
shift in the number of people 
out there willing to borrow 
money to get a degree in a for-
profit setting. 

Program Director  
Distance-learning Provider 
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believe I’m saying it, but it’s true. Put a ‘university’ or an ‘institute’ in your name and plant some ivy on your 
buildings, and you’ll do better than someone who’s just running a corporation. This is especially true if you 
charge the federal government and ultimately the student less than the traditional university.” 

 “Online is becoming a default, not a differentiator like it once was. You don’t opt for online-only education any 
more. You opt for a flexible multiplatform experience, so people who still try to shunt people into online-only 
programs to conserve costs are not going to fare well there. The more online seats you create, the emptier the 
physical classrooms become and the worse the brick-and-mortar overcapacity issues actually get.” 

 
 Board-level executive for a publicly traded for-profit institution; repeat source 

New enrollment remains elusive as nonprofit educators entice traditional and nontraditional students alike. Partnerships 
are crucial. Although core accounting and IT programs are relatively resilient, competition for these students is becoming 
intense. Even at current enrollment levels, a new campus still can pay back its construction costs over time and can 
represent good value as well as a strategic investment. Recent weakness in the sector is cyclical and not structural. 
Enrollment will return. 

 “We thought back in September that fall recruiting would turn our 
negative trend around, but while spring flattened out the decline it 
looks like fall enrollments will be down again over last year. This time it 
isn’t uncertainty over the programs but the fact that more people are 
applying to public universities and community colleges, so this is a 
strong time in their seasonal admissions cycle.” 

 “Summer will be better for us because it’s too late for public 
enrollment. If people want to get ahead on their education now, the for-
profit schools are really their best bet. They can always transfer if they 
really want to shift to a public education in the spring of 2014. We’ll 
have them for that fall term of 2013 though; once they see how great 
we are, they’re likely to stick around.” 

 “What’s changed is that the public schools are really actively promoting 
their strengths to both the undergraduates and the nontraditional older 
students and night school population. Their programs truly are cheaper 
than many of the for-profit schools, notably the usual suspects like 
Bridgepoint, UOP and Full Sail. Having those price leaders on the board 
with Harvard, Bennington and other elite, private schools frankly hurts 
the entire industry because it makes us look expensive. We’re not all 
the same.” 

 “Also, the public schools are becoming more flexible in terms of night courses, weekend courses, intensives for 
people who work during the week or have little kids. They’re rolling out online programs, but it’s a lot slower than 
some people might think. It takes a lot of work to create a robust online delivery platform, so online providers 
have a few years before the public schools are really digging into their enrollment base there. What I think we 
will see instead are for-profit online programs being partnered into nonprofit content so the nonprofit creates the 
curriculum and sponsors the accreditation piece, while the for-profit school transitions into providing the delivery 
system and the technology.” 

 “Kaplan is on that road. They have a fantastic online delivery platform, but there’s just enough controversy 
around the content and the marketing practices that the best way for them to play is as a white-label vendor, a 
way to deliver public content in a MOOC or some other partnership.” 

 “In terms of partnerships, you’ll also see providers look to become preferred referral partners for enterprise 
employers. If you’re looking for accountant trainees, you team up with the school training accountants to both 
feed you candidates and tailor the candidates to what you want. Or at a more executive level, you’ll push your 
continuing education people to a particular provider in exchange for tailored curricula and maybe a group rate. 
We are doing a lot more business this way. It’s a lot more efficient than mass marketing that the companies that 
aim directly at the prospective student still follow.” 

 “IT is good but crowded. You have DeVry, ITT, other schools. Accounting and other business expertise areas are 
strong but, again, crowded as people who have MBA programs like Kaplan or [Laureate Education Inc.’s] Walden 
University try to leverage their resources toward trade-oriented undergraduate populations, preprofessional 
students. It might be getting too crowded for any provider to really make a living in that educational field.” 

We thought back in September 
that fall recruiting would turn 
our negative trend around, but 
while spring flattened out the 
decline it looks like fall 
enrollments will be down again 
over last year. This time it isn’t 
uncertainty over the programs 
but the fact that more people 
are applying to public 
universities and community 
colleges. 

Board-level Executive  
For-profit Institution 
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 “It still makes sense to set up a new campus even though it may not be filled for a few years. Even at our current 
enrollment levels, which are depressed from the 2008–2010 glory years, our new campuses tend to attract 
about 65 students in a given year, which will pay back the roughly $1 million it costs to build and furnish a 
facility in around three, four years. That’s assuming our other costs per student stay the same and enrollment 
doesn’t actually rise. Each student generates a lot of money, and the campuses are actually not hugely 
expensive.” 

 “We still say this is not forever. It’s a factor of too many schools rushing to enroll too many people to fill too 
many classrooms, and now the market simply needs a few years to absorb the excess capacity and for demand 
to come back. People are still graduating from high school. People are still being laid off or looking for 
promotions on the job they have. People need advanced training. That’s what we provide.” 

 
 
3) INSTRUCTORS AT FOR-PROFIT SCHOOLS 
Three of these five sources said enrollment is not growing and is not likely to do so for at least six months. Of the remaining 
two sources, enrollment is building in the graduate and doctoral-level classes for one and is on the rise at the other’s 
international school. For the more traditional undergraduate classroom instructors, enrollment challenges come from 
concerns over the job market and taking on student debt when employment is not assured. Students are seeking the best 
value, and public and private nonprofit options are becoming increasingly attractive. One source called community colleges 
the best secret around in the education world. Schools are beginning to realize the need to provide more value, but these 
efforts will take some time to pay off. Meanwhile, physical campuses are closing, further challenging enrollment. Online 
programs appear more successful and more likely to rebound. 
 
 Business instructor for a large for-profit university 

This university has seen total enrollment decrease about 10% because of persistent concerns about the shaky job 
market. A rebound is expected to occur later this year. More job opportunities need to occur to assure students they will 
have the means to repay debt upon graduation. For those willing to take on the debt now, they are shopping around for 
the best values in education, forcing schools to currently reevaluate their pricing models. 

 “We have not yet seen a rebound in enrollment with total enrollments being flat to down slightly from prior year 
… down approximately 10% from prior year.” 

 “New student enrollment is down from the prior year as students 
search for the best values in education.” 

 “Students have concerns over the job market and the ability for 
students to come out of college with a salary that will allow students to 
repay any college debt.” 

 “Enrollment declines have bottomed out. A turnaround will occur when 
there is confidence that students will have job opportunities in line with 
their education.” 

 “The concerns that I hear from students, which are the same concerns 
that I heard since the recession, is the job market. Our school 
reputation has never been discussed; students are concerned about 
their ability to find a job that is in line with their degree.” 

 “All schools of higher education are evaluating their pricing models to 
determine how they are going to remain competitive.” 

 “Students drop out in the first year due to the demands of the college 
courses. Those that make it through the first year have a much higher 
retention rate as they have found the balance required to be successful 
in the classroom. I see more students staying on for graduate degrees 
based entirely on the fact that the job market is not providing undergraduates with the job opportunities 
matching their education level.” 

 “I have not seen a change in class size. Business degrees tend to be areas that provide students with a better 
opportunity for employment.” 

 “Retention numbers are similar to prior years.” 
 

We have not yet seen a 
rebound in enrollment with 
total enrollments being flat to 
down slightly from prior year … 
down approximately 10% from 
prior year. … New student 
enrollment is down from the 
prior year as students search 
for the best values in 
education. 

Business Instructor  
Large For-profit University 
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 Business instructor at two for-profit universities 
Enrollment in the for-profit sector is leveling off more than it is rebounding, but numbers may climb more dramatically in 
the next few years as the economy turns around. A conflux of reasons have hindered growth, from reactive programmatic 
shifts to a reduction in employer tuition-assistance programs. State grant cuts also have affected the private sector; 
those who do receive the grants face more restrictions. 

 “For-profit isn’t beginning to rebound. ... They have leveled off.” 
 “Last [fiscal] year, in the private sector, you’re looking at a 20% to 30% decline at the graduate level due to Cal 

Grant cuts. That stigma has caused the [overall] private sector to take a huge hit. This [fiscal] year, again in the 
private sector, you haven’t seen too much so far, about a 15% to 20% reduction for this same reason … but all 
those programs are starting to roll back slowly.” 

 “Any new [Cal] Grants would be solely for the public school system. What that’s done at the [private] community 
college and the four-year college levels in the … area at least is reduced the number of classes offered. … The 
class size may have increases, but the actual amount of classes offered has decreased because faculty and 
curriculum have become part of the reduction.” 

 “Those who have Cal Grants have also really been scrutinized; their 
lenders want cosigners.” 

 “It’s the same [enrollment] trends across the board. It doesn’t matter if 
you’re online or on the ground.” 

 “I don’t see enrollment changing drastically in the next three to six 
months.” 

 “What will it take for enrollment to turn around? A change in the 
funding for students.” 

 “It’s going to take time for the school enrollment numbers to come 
back. Employers are not all willing to hire.” 

 “Employers have really cut back on their programs too. A lot of students 
are also hesitant because a lot of employee [tuition-assistance 
programs] are saying, ‘If we give you the money, then you have to stay employed here.’ … Employees are not 
willing to make that commitment.” 

 “You have seen it bottom out. You’ll start seeing an increase when a lot of larger companies like Bank of 
America and Wells Fargo have less restrictive measures regarding employer tuition assistance, and other 
employers start allowing some sort of tuition assistance to the students.” 

 “Students are getting further in the public sector. … What would normally take them four years at a private 
school is now taking them seven or eight years … and private institutions are not getting funding as freely.” 

 “A lot of for-profits are looking for other alternatives, such as designing courses around career development. For 
example, the nursing program is still a big [draw], as is teacher certification. … The attention of priorities has 
shifted to programs that are career-oriented to allow more students to enroll there than in other programs.” 

 “For-profit institutions are realizing that in order to keep making money, they need to change.” 
 “Some organizations have partnered with schools to help find potential employees. For example, let’s suppose 

you have a Verizon. A student can apply to a job not by going to Verizon’s website but simply by hitting the icon 
located on the [school’s] website, which allows them to download a job application. There are a lot of these 
partnerships going on with the employers. In turn, Verizon would give [this school’s] student a more preferred 
opportunity than someone who just applied from the outside. That’s going to be the catchall because people are 
going back to school to get more money in jobs. … Before they get a degree, they are setting themselves up for 
career.” 

 “Students are looking to the GI Bill more. … You are seeing more military and ex-military attending school. … 
Over the last six to nine months, I’ve seen an increase in classes because more people are attending. It’s about 
a 35% to 40% increase in class size. GI [stipend] benefits are broader.” 

 “You are mostly seeing an influx of people who have done a 180 in their career to change themselves. You also 
have some of the baby boomers who have retired or were cut before retirement and are now going back to 
school.” 

 “For-profit schools are closing campuses. You won’t see a lot of satellite campuses that are only 10 miles from 
the larger campuses. Those have been collapsed and the school enlarged the main campuses, added more 
technology.” 

 

For-profit isn’t beginning to 
rebound. ... They have leveled 
off. … I don’t see enrollment 
changing drastically in the next 
three to six months. 

Business Instructor  
Two For-profit Universities 
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 Business and psychology instructor at five different for-profit and nonprofit institutions; repeat source 
Times remain poor for for-profit institutions, with enrollment either flattening overall or dipping at individual campuses. 
Meanwhile, online programs are picking up. Everest College seems the most challenged; a local campus reportedly has 
lost at least 85 students in addition to several instructors since January because of a misguided administration. 
Comparatively, Everest University Online has a much more organized and well-credentialed administration and just put 
out a call to hire additional faculty. The University of Phoenix also lost 10% to 15% of its students after closing three 
satellite campuses, but is making strides to emphasize students’ career preparation. 

 “For-profits have not risen. We may have gone flat. Some for-profits’ numbers are slightly down.” 
 “To have a turnaround, it’s going to take a different focus on what it takes to deliver education. What worked in 

the past for University of Phoenix was because it was the only one like it in the area.” 
 “We won’t see a turnaround until we do some things differently and 

you may see it in another 18 to 24 months if schools stay focused.” 
 “A local Everest College campus just lost another 85 students. That is a 

lot of students for one campus. The problem with Everest is they make 
the teacher responsible if you lose a student.” 

 “If their employers pay, for-profits get those students. And if the military 
pays, they’ll come too.” 

 “Everest ground, compared to other colleges, has a weaker 
infrastructure in terms of the people in charge. Everest online has 
stronger people. They are on top of their game; you can tell in terms of 
their credentials and how they communicate with faculty and 
students.” 

 “Everest online is also hiring many more full-time faculty members. I just got an email saying Everest was hiring 
300 more online faculty members, which I’m sure has to do with accreditation.” 

 “University of Phoenix has made some efforts. They have put on a tuition freeze, which may help boost 
enrollment. … They also had too many campuses. The problem with them closing some satellite campuses is 
that students are angry. They liked the convenience … and so at least 10% or 15% [from several locally closed 
campuses] dropped out.” 

 “For Phoenix, the career [emphasis] is important, but I haven’t heard of anything similar at the other schools.” 
 “[Bridgepoint’s] Ashford: They have revamped the look and feel of the website to be more engaging.” 
 “Nonprofit seems to be up in many ways because people realize it’s cheaper to do it this way. People want to do 

the for-profit, but it’s expensive.” 
 “[Nonprofit and community] is continuing to grow for different reasons. They have your [more traditional] 

students, and they have more certificate-type programs. They also have programs like heating and air 
conditioning. Community college is probably the best secret around. If you dreamed of doing it, a program 
probably exists and that helps attract all different types of people.” 

 “Instead of doing a general model, for-profits have to narrow it down, be more specific about where they can get 
a niche audience or a program where the jobs are in high demand, and they have an excellent program that 
draws people to them. Things like a beginning-to-end program where at the end you can get your license [in a 
specific field]. At University of Phoenix [for example], you get your psychology degree, but you still can’t get the 
license [via the program]. That becomes a hindrance in how well they are preparing people for their careers.” 

 
 Online business and economics instructor for a large for-profit university and a nonprofit university; repeat source 

Online enrollment is rebounding at for-profit graduate and doctoral levels for this professor, who has not lost any 
students and has maintained his number of classes. Likewise, he has seen a 5% boost in online enrollment for his 
classes at the nonprofit institution. Everything points in favor of online. The Army’s recent decision to suspend tuition 
assistance could present a significant challenge to for-profit enrollment figures. 

 “Enrollment is rebounding is what I am hearing from talking with other [for-profit] faculty. … I’m getting the same 
number of classes, and my class [sizes] have increased. I am not seeing a drop-off in the number of students in 
class.” 

 “[Student enrollment] does not hit me as depreciably down at the moment. … I did look at the enrollment in 
maybe February. Although I don’t have the numbers in front of me, enrollment did go up.” 

 “Everybody feels pretty comfortable online. We are not seeing people lose their jobs or smaller class sizes. 
Online is healthy, at least that is the impression I get from the faculty meetings.” 

We won’t see a turnaround 
until we do some things 
differently and you may see it in 
another 18 to 24 months if 
schools stay focused. 

Business & Psychology Instructor  
Five For-profit & Nonprofit Institutions 

 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 
17 

http://www.ashford.edu/


 

For-Profit Education 

 “The business curriculum and number of students in business continue to be healthy and to grow. … The for-
profit where I teach continues to work on the criminal justice, nursing and IT programs.” 

 “I started with [the nonprofit] in 2010, and I’ve done nothing but grow. I’ve gone up 5% [student growth] last 
year and am doubling this year. … I don’t see them doing anything different. They have modernized their courses 
a bit, but so has [the for-profit].” 

 “The nonprofit where I work is very, very healthy. They are where they want to be. Their goals are very different 
for student enrollment than at [the for-profit]. [The for-profit] constantly wants to increase enrollment … whereas 
[the nonprofit] has 10,000 students working on the PhDs.” 

 “The [for-profit] university has awakened to the fact that we not only need to get students in to the classroom, 
but we also need to help guide them on a path to show them they can get through and have success and have 
career opportunities when they do get out.” 

 “[The for-profit] has added research classes for doctorate students. We now have electives, depending on what 
dissertation design the student is going to do, to help them through that. They are also allowing us to post 
sample papers of dissertations. We could not do that before.” 

 “There is some assistance [at the for-profit] in helping students find jobs. … They started having a job recruiting 
function as part of [a specific] campus. From what I hear, other campuses have done that as well, and online 
does some of that too. … The university has realized that not only do we need to get student interested in 
following an academic goal but also that they have to do thing to help students get through to graduation and 
into a career.” 

 “[The for-profit school] has pretty much open enrollment. When you do that, you are going to have a higher 
dropout rate than if you screen [prospective] students.” 

 “I’ve heard that some other schools, like Capella and Walden, have growth cutback in terms of the courses they 
are offering. I am fortunate in that I have two universities that continue to keep me busy.” 

 “The Army is taking away tuition reimbursement; that is going to make a huge dent in enrollment [in the future].” 
 

 Professor at an international school owned by a for-profit institution 
The school has added new classrooms, and its enrollment has grown over the last year and a half. It attracts students 
from many countries, almost who leave highly satisfied with their classes and experience. Few students have taken out 
loans to attend the school. The institution has an advantage over community colleges and other competitors in that it 
offers a close-knit community with daily extracurricular activities. Some students go on to earn a master’s degree at a 
nearby university after fulfilling their English language requirement. 

 “The school is doing very well in terms of enrollment this year. My afternoon class, which is an elective, is 
completely full. Enrollment has picked up over the last one and a half years, and it seems very healthy overall. 
We have a steady stream of students from all over the world.” 

 “We attract many students through word of mouth, which is always satisfying. But we also have a Facebook 
page where students anywhere can see what we’re doing.” 

 “Students could study English at a community college, but the big draw is our atmosphere and community of 
people having fun together. Many students are coming halfway around the world to a new country where they 
don’t know anyone, so it’s really important to give them a good community and a circle of friends.” 

 “Almost all the students complete their studies here and graduate with a certificate. We’ve helped some go on 
to the university to get an MBA; it’s usually something that their home government works out in advance.” 

 “Students here don’t seem too concerned with the cost of the school, from what I hear, either because their 
government is paying for it or they or their families can afford it or have saved up the money to pay for it. Some 
students are employees who have made arrangements with their companies to take a leave to study here and 
then return to work.” 

 “I love teaching here; I love the energy of the students. I teach at the intermediate level and have new sets of 
people every two and a half months, so it never gets stale.” 

 
 
4) EMPLOYEES AT NONPROFIT SCHOOLS 
These two sources said for-profits are dogged by many issues: Their programs cost more and result in higher debt, they use 
deceptive recruiting tactics, and they do not ensure that class credits will transfer to a new school. One source representing a 
nonprofit school that pursues the same students said enrollment has grown 30% each year because of its lower cost, 
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acceptance of transferred credits, strong relationship with local community colleges, accelerated learning, and higher student 
satisfaction and graduation rates. The other source said for-profit schools are not trusted by military associations and many 
veterans, who feel targeted for their government education funding. 
 
 Communications director for a nonprofit online university system 

Enrollment has grown 30% a year, thanks to the school’s multiple advantages that include lower cost, acceptance of 
transferred credits and strong relationships with community colleges and public universities. For-profits’ mission to 
maximize profits for their shareholders has come at the expense of their students, many of whom have a very slim 
chance of graduating. 

 “We are competing for the same students as for-profit colleges, but we think we have a better value proposition 
than they do. It would be very unusual for a for-profit to lure away our students because the costs are two to 
three times higher. Also, the for-profits often don’t accept a lot of transfer credits, so students would almost 
have to start over.” 

 “We offer the opportunity for accelerated learning at a low cost. We 
haven’t raised our tuition since 2008; people are flabbergasted when 
they hear that. It’s a flat fee of about $3,000 for six months, and that 
covers all the courses you can take.” 

 “We have about 40,000 students, and we have been growing at the 
rate of 30% a year. And that’s without a lot of [traditional] advertising. 
We do pay a lot of money to Google for online targeted advertising; if a 
student is looking to complete a bachelor’s degree, our university will 
probably pop up. We’re interested in reaching out to people who are 
looking for information on how to finish their degree.” 

 “Compared to for-profits, we score better in surveys on student and 
employer satisfaction. And we have a higher graduation rate. We 
change lives; we help people get B.A.’s and master’s who might 
otherwise have given up hope. I love my job. And the school is doing 
very well financially; I have practically more money in my department 
than I’m able to spend. That’s a great problem to have.” 

 “I imagine the bad news about for-profits makes us more attractive [to prospective students.] The for-profit 
colleges have helped a lot of people, but they have a different orientation, which is to maximize profits. They 
have to answer to the shareholders. In their quest for tuition money, some have also enrolled a lot of people 
who may not succeed. We are more rigorous in our enrollment process; we try to only take students who fit our 
criteria and who we think have a good chance of succeeding.” 

 “Generally, traditional colleges are supportive of us because we are not competing for the same students. Their 
enrollments did not decline as ours grew.” 

 “Our target students are the 37 million Americans with some college experience but no degree. If you don’t have 
any college experience, you almost certainly won’t get accepted here. It’s important that the prospective 
students have an idea of what is entailed in college-level courses.” 

 “The average time to graduate is three years for a B.A.” 
 
 Educator and case manager for a nonprofit veterans’ group serving Iraq and Afghanistan veterans 

For-profit schools are looked on with distrust by veterans’ groups because of their high cost and often “deceptive 
marketing and recruiting practices.” The VA also is concerned about veterans going into debt that they may be unable to 
repay. Veterans’ associations are working actively to close the 90/10 loophole in GI bill funds, which will reduce the 
amount of GI money available to for-profit colleges. 

 “Veterans are definitely targeted for enrollment by for-profit schools. There is a loophole in the regulations about 
government funds for for-profit schools. It’s called the 90/10 rule, and it puts a 90% cap on how much tuition 
can come from government funds. But the catch is that the GI Bills aren’t recognized as federal funds, so the 
government can end up paying 100% of the tuition. This put a target on every veteran’s back. We and other 
veterans’ organizations are trying to close that loophole.” 

 “Unfortunately, it’s difficult to separate the good actors from the bad actors in the for-profit world. Many for-profit 
schools are excessively expensive, plagued with high dropout rates, leave students with massive debt for 

We are competing for the same 
students as for-profit colleges, 
but we think we have a better 
value proposition than they do. 
Also, the for-profits often don’t 
accept a lot of transfer credits, 
so students would almost have 
to start over. 

Communications Director  
Nonprofit Online University System 
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worthless degrees and engage in very aggressive and sometimes deceptive marketing and recruiting practices 
targeted at veterans.” 

 “There is also problem with the way the school terms are structured; it doesn’t account for certain days. For that 
reason veterans may get stuck with a bill saying there’s been an underpayment. I’ve had people call me saying, 
‘I got a letter saying I owe the school $5,000 and I owe another $5,000 to the VA. What’s going on?’” 

 “Another problem is the difficulty transferring credits from for-profit schools. You may earn 60 credits from a for-
profit and then seek to transfer to a community college. But the community college will likely accept only 20 of 
those credits, so you’ve wasted two years of your time and have maybe only one year left on your 36-month GI 
Bill funding.” 

 “My job is not to dissuade veterans from going to a particular school; it is to give them the information to choose 
the best option. We have a GI Bill calculator on our website, and we encourage them to go there and compare 
tuition from public, private and for-profit schools. We want them to be as informed as possible.” 

 
 
5) STUDENTS AT FOR-PROFIT SCHOOLS 
These three sources said class size has not declined, but acknowledged this may not be the best indicator of a school’s 
enrollment success or struggles. They also pointed out several developments consistent with criticisms of the for-profit 
industry. One student said her school has ramped up its recruiting efforts, another said academic standards are being 
lowered to allow a C as a passing grade while a third, a former student, was disenchanted with his entire experience, which 
included deceptive recruiting, huge loans, no degree and no job. 
 
 Doctoral student at the University of the Rockies and graduate of Ashford University, both owned by Bridgepoint 

This student has seen a slight increase in his online class sizes during the past seven months. He also has seen 
academic standards reduced in order to improve retention and graduation rates. Bridgepoint has made efforts to launch 
career assistance departments for graduates in at least two of its colleges, but he finds them to be of little value. 

 “I attend online, but in the class I am attending now there are 12 
students. In my first class last September there were five students, so 
class size is growing.” 

 “Online education is the future. It has not however reached the tipping 
point, but as the technology is improved eventually I see enrollment 
growing tremendously.” 

 “They changed the grading system [to address retention and 
graduation]. It used to be that only A’s or B’s passed, but now you are 
allowed to get two C’s in the program.” 

 “Tuition is climbing. Right now I am paying about $900 a unit, and I 
know it is going up. Student loans pay 100%, and I know that if I don’t 
finish I am really screwed on the debt.” 

 “I would not have been able to get a higher education at this point in 
my life if it wasn’t for online education, and I am very grateful for that. I am 53. I started online education when I 
was 49 and finished my bachelor’s degree—all from the comfort of my own home while I was able to continue 
working at my job. I would not have been able to drive to a college and take several hours out of my day to 
attend class.” 

 “I would also consider Phoenix.” 
 
 Online student at American Public University 

Enrollment appears consistent from class to class, but the online factor complicates the evaluation of the university’s 
overall enrollment trends. This source has noticed the university ramping up its ads to entice prospective students, but 
she has not encountered students who enrolled as a result of this marketing. 

 “Enrollment in classes appears to be the same as previous years based on the amount of students per class.” 
 “It is difficult to tell whether there has been a turnaround at the school, being that it is online. My classes are 

always filled, with 15 to 25 students each. At times a particular class I am enrolled in may be given by multiple 
professors at once; other times it may only be given by one professor. As a student, I am not in a position to 
know whether they are doing better or worse than previous years.” 

They changed the grading 
system [to address retention 
and graduation]. It used to be 
that only A’s or B’s passed, but 
now you are allowed to get two 
C’s in the program. 

Doctoral Student 
University of the Rockies 
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 “There are more advertisements from my school than in years past, which obviously puts the school’s name out 
there more. Is it working? Again, hard to say. I haven’t talked to anyone who enrolled because they’ve heard 
about the school via an advertisement, but I also haven’t talked to people that have left either.” 

 “Online education is a significant alternative now. Many people are returning to school to continue their 
education while working full-time or raising families. It is easier to attend and take courses online than a 
traditional school, especially for those who have been out of school for a while.” 

 “With all classes being online, I don’t personally see or interact with any other students. I don’t have the ability 
to see incoming students or those leaving and moving on to other opportunities.” 

 
 Former Arts Institute student 

This source is active on a website for disenchanted Art Institute students. Like him, most friends who went to an Art 
Institute failed to graduate, and all of them regret attending a for-profit because of the debt and the lack of job 
placement. He said the Art Institute and other for-profit colleges will not change their tactics unless the federal 
government forces them to become more accountable to their students. 

 “Most, if not all, of the people I went to school with at the Art Institute and [Career Education’s] Gibbs [now 
called Sanford-Brown] regret going to the for-profit college we went to. Most did not even graduate.” 

 “The only value that for-profit college degrees hold is to people who already have a job and just need ‘the paper’ 
to present to their bosses. 

 “I devote a lot of personal time to getting the word out about the Art Institutes. I strongly believe that these for-
profit schools are nothing more than corporate debt factories. People call them ‘diploma mills,’ but that implies 
they graduate most people. They don’t.” 

 “I have over $83,000 in debt, but I’ve never been able to fully figure the exact amount—varying lenders, interest 
rates, collection fees, and more that I will never be able to afford.” 

 “The crisis with private student loans [from for-profit schools] is worse than you can imagine.” 
 “The programs the schools create are impulse-based. They find current trends that would easily lure people in 

no matter the value of the end product to the real world. They create a false facade of job placement and need 
for it, like the popularity of video games, cooking shows, fashion shows and more.” 

 “I went to school so I could learn 3D animation. … My mom saw a Gibbs commercial for their animation 
program, and I fell for it because I didn’t realize these colleges were like used car salesmen. I had just come 
back from the Army.” 

 “I attended Gibbs College, which has since been renamed Sanford-Brown. I was lied to by their recruiters and 
told they had job leads that didn’t exist. I was shuffled off to financial aid officers that assured me everything 
would be OK and had me signing for federal loans. I couldn’t afford it, and the GI Bill only paid anything after the 
fact.” 

 “Their recruiters were very high-pressure. They told me they had the ability to place me in the animation field if I 
completed their program. They assured me that their ‘financial aid wizard’ would take care of it. The financial aid 
team had me signing for more loans.” 

 “The school set us up for failure in the job field. … Two of my friends were going on to the New England Institute 
of Art, one of the Art Institutes run by Education Management Corp.” 

 “I had my suspicions about the AI. … Their top employers were retail positions and unrealistic for being in the 
field or even paying for school. Their top employer listed on their website is listed as Home Depot. The other 
employers are either retail or temporary contract work.” 

 “The last straw was the school trying to get me to get a cosigner to sign for more loans. I ended up withdrawing.” 
 “I tried to find a job, but I again didn’t have enough experience to get one. I did end up working as an animator 

at a company for about a week or two, but I did not have enough experience to maintain that.” 
 “Many of my friends who did finish are in debt for over $100,000 and haven’t been able to find jobs even by 

moving to the West Coast. We all work jobs we could have gotten without AI or Gibbs.” 
 “I wish I had done more research before I went to either of these schools. My financial future is ruined. I was 

garnished for almost two years by a collection company owned by Sallie Mae. I had to work with the Department 
of Education to stop it. This was all thanks to a former EDMC employee who … gave me the info I needed when 
others wouldn’t. My federal loan is now in income-based repayment.” 
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Secondary Sources 
These 10 secondary sources discussed how the for-profit education market is changing, the number of students drowning in 
loan debt, the number of MOOCs increasing, and positive developments for competency-based learning. Sources also 
provided specifics on Education Management Corp., the University of Phoenix and DeVry. 
 
HIGHER EDUCATION INDUSTRY TRENDS 
These four sources discussed the number of students drowning in loan debt as a result of increased tuition fees at higher 
education facilities and medical schools. The Army has suspended its tuition assistance program because of federal budget 
problems. The disruptive nature of competency-based education also was profiled. 
 
 March 26 Zero Hedge article 

Student loan debt is up 36% year to year because of increased higher-
education costs and more people going back to school because of layoffs. 

 “The growing debacle that is the U.S. student loan bubble—nearly the 
same size and severity as the Subprime crisis at its peak—has been 
painfully dissected on these pages in the past, so at this point the only 
thing remaining is to keep track of the bubble growing exponentially in 
real time as it hits all time records, and eventually pops.” 

 “In just the first two months of 2013, banks wrote off $3 billion of 
student loan debt, up more than 36 percent from the year-ago period, 
as many graduates remain jobless, underemployed or cash-strapped 
in a slow U.S. economic recovery.” 

 “Student lending has grown from last year because more people are 
going back to school and the cost of higher education has risen.” 

 “The cost of earning a 4-year undergraduate degree has gone up by 
5.2 percent per year in the last decade, according to the CFPB, forcing 
more students to take out loans. While other forms of debt went down, student loan debt continued to rise 
through the economic crisis.” 

 “Delinquencies have spiked in the last eight years, with about 17 percent of the nearly 40 million student loan 
borrowers at least 90 days past due on their repayments, a February report from the New York Federal Reserve 
Bank showed.” 

 
 April 13 Examiner.com article 

The high cost of attending medical school has lead to a shortage in primary care physicians at a time when the elderly 
population is increasing. 

 “The cost of a medical education in the United States is so expensive that anybody who takes the old cliche 
position that medical students and young doctors should place their academic interests before any concerns 
about their financial needs is clearly displaying a psychotic break with the realities of how much money it takes 
for anyone to simply survive in a healthy manner in this world.” 

 “Megan Durisin and Max Nisen have reported for Business Insider on April 12, 2013, Medical School Student 
Debt Is Skyrocketing. Experts have been predicting a shortage of primary care doctors in the next few decades, 
due to skyrocketing medical debt.” 

 “Bloomberg’s Janet Lorin has reported that the median student loan debt for 2012 medical student grads has 
reached a shocking $170,000. This number includes additional debt from undergraduate years, but it does not 
include accrued interest. Tuition for all four years in medical school alone is typically more than $200,000 and 
can reach as high as $300,000 at some of the more elite institutions. Combined, 2012 medical school 
graduates faced $1.7 billion in combined debt.” 

 “The next generation of U.S. physicians is being hit with record debt amid a looming shortage of doctors which is 
needed to cope with a rising elderly population. It appears the burgeoning debt burden is turning students away 
from primary care, which pays about $200,000 a year, towards more lucrative specialties and scaring off low-
income and minority students who are fearful of taking on big loans.” 

 

In just the first two months of 
2013, banks wrote off $3 
billion of student loan debt, up 
more than 36 percent from the 
year-ago period, as many 
graduates remain jobless, 
underemployed or cash-
strapped in a slow U.S. 
economic recovery. 
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 March 8 Stars and Stripes article 
The Army has suspended its tuition-assistance program because of federal budgetary pressures. Many soldiers count on 
this program to gain a degree and face rising debt and/or delayed degrees as a result. 

 “The Army announced Friday it is suspending its tuition assistance program for soldiers newly enrolling in 
classes due to sequestration and other budgetary pressures.” 

 “‘This suspension is necessary given the significant budget execution challenges caused by the combined 
effects of a possible year-long continuing resolution and sequestration,’ Paul Prince, an army personnel 
spokesman at the Pentagon, wrote in an email to Stars and Stripes. ‘The Army understands the impacts of this 
action and will re-evaluate should the budgetary situation improve.’” 

 “The Army’s tuition assistance program was available for troops to complete a high school diploma, certificate 
program or college or master’s degree. Under the program, the Army paid 100 percent of the tuition and 
authorized fees charged by a school up to established limits of $250 per semester hour or credit hour or up to 
$4,500 per fiscal year.” 

 “Student Veterans of America on Friday blasted the decision, saying the move could hurt troops’ post military 
careers and leave them in debt.” 

 “‘It is utterly unacceptable that the first casualties of Congress’ inability to act are education benefits for 
servicemembers,’ Michael Dakduk, executive director of SVA, said in a statement. ‘The decisions of the U.S. 
Marine Corps and the U.S. Army set a dangerous precedent that educating our nation’s servicemembers and 
veterans is an expendable option.’” 

 “‘Every commercial, every brochure, has money for college written all over it … recruiting us into the Army and 
then taking away one of the main reasons we joined is a bit hypocritical,’ said Barina, who added that as an 11-
year Army veteran, it’s his junior troops he is concerned about. ‘There are so many things that cost a lot of 
money and don’t need to take place that are not getting the ax.’” 

 “Although tuition assistance is being suspended, soldiers can continue to access their GI Bill benefits or use 
other funding sources, such as grants and scholarships or state tuition assistance for Army National Guard 
soldiers.” 

 “‘(Tuition Assistance) is something I’ve been utilizing my whole Army career to help me stand out from my peers 
and benefit my family,’ Phillips said. ‘I had a degree plan set up and this is going to be a huge setback.’” 

 
 April 17 Inside Higher Ed article 

Competency-based education is progressing rapidly, with several pilot programs underway and support from accreditors 
and the Department of Education. Capella is one of the driving forces behind the growth in competency-based learning. 

 “These are heady times for competency-based education, which raises fundamental questions about the 
structure and purpose of higher education.” 

 “Several colleges are taking the competency-based approach to its potential end game, by offering ‘direct 
assessment’ academic programs that are untethered from both course material and the credit hour. At the 
same time, a small but growing group of accreditors, foundations and 
higher education associations have begun discussing what academic 
rigor might look like in this emerging model.” 

 “Officials from the Higher Learning Commission of the North Central 
Association of Colleges and Schools, the largest regional accreditor, 
said this week that they are collecting submissions from four 
institutions to participate in a direct assessment pilot group. The 
participants are Capella University, Northern Arizona University, the 
University of Wisconsin Colleges, a system of two-year campuses, and 
the University of Wisconsin at Milwaukee, said Jeffrey H. Rosen, the 
commission’s vice president for accreditation relations.” 

 “Meanwhile, two such programs are already up and running. Capella 
launched an experimental pilot in January, which enrolls about 120 
students in four undergraduate business courses and four master’s in 
business administration courses. And Southern New Hampshire 
University last fall introduced a competency-based spin-off, dubbed 
College for America.” 

Officials said this week that 
they are collecting submissions 
from four institutions to 
participate in a direct 
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 “College for America offers a low-cost online associate degree in general studies, with annual tuition of $2,500. 
It already enrolls students, who sign up via their employers. Partner organizations include ConAgra, the city of 
Memphis and FedEx.” 

 “Each of the five new competency-based credential paths will be different. But they will be the first wave to try 
direct assessment. Loosely defined, that means students will be able to complete assignments and tests at their 
own pace—typically online—and progress through academic programs whenever they are ready. The approach 
differs from other competency-based programs that link student progress back to the credit hour standard, 
which assumes one hour of instruction and three hours of coursework per week.” 

 “Capella, a for-profit institution that offers fully online bachelor’s and graduate degree programs, also has a 
heavy grounding in competencies. It began using competency-based assessments a decade ago, and now uses 
them in all courses and across curriculums.” 

 “The Education Department last month gave direct assessment a boost with a supportive open letter. And the 
White House and powerful lawmakers from both sides of the aisle have touted the emerging practice’s potential 
to help more students earn credentials, both quickly and affordably.” 

 
 
MASSIVE OPEN ONLINE COURSE 
These three sources highlighted the growing popularity for MOOCs and the related competitive pressure for for-profit 
education services. Florida has initiated laws that would expand online education models, including MOOCs. 
 
 March 13 Scientific American article 

MOOCs have entered the education market and received high enrollment numbers. The three major players, Udacity, 
Coursera, and edX, have drawn the attention of education seekers worldwide. The trend is beginning to penetrate brick-
and-mortar colleges. 

 “Campus administrators around the world had been buzzing for months about massive open online courses, or 
MOOCs: Internet-based teaching programs designed to handle thousands of students simultaneously, in part 
using the tactics of social-networking websites. To supplement video lectures, much of the learning comes from 
online comments, questions and discussions. Participants even mark one another’s tests.” 

 “MOOCs had exploded into the academic consciousness in summer 2011, when a free artificial-intelligence 
course offered by Stanford University in California attracted 160,000 students from around the world—23,000 
of whom finished it.” 

 “Similar conversations have been taking place at major universities around the world, as dozens—74, at the last 
count—rush to sign up. Science, engineering and technology courses have been in the vanguard of the 
movement, but offerings in management, humanities and the arts are growing in popularity (see ‘MOOCs 
rising’).” 

 “‘In 25 years of observing higher education, I’ve never seen anything move this fast,’ says Mitchell Stevens, a 
sociologist at Stanford and one of the leaders of an ongoing, campus-wide discussion series known as 
Education’s Digital Future.” 

 “The ferment is attributable in part to MOOCs hitting at exactly the right time. Bricks-and-mortar campuses are 
unlikely to keep up with the demand for advanced education: according to one widely quoted calculation, the 
world would have to construct more than four new 30,000-student universities per week to accommodate the 
children who will reach enrolment age by 2025 (see go.nature.com/mjuzhu), let alone the millions of adults 
looking for further education or career training. Colleges and universities are also under tremendous financial 
pressure, especially in the United States, where rocketing tuition fees and ever-expanding student debt have 
resulted in a backlash from politicians, parents and students demanding to know what their money is going 
towards.” 
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Scientific American 
 
 
 April 7 Tampa Bay Times blog 

Florida representatives are trying to expand the state’s already booming virtual education programs through two bills that 
would allow out-of-state online education for the public school system and higher education. The bills also would allow 
state funding to go directly to these online course companies and would approve credits earned from MOOCs. 

 “Bills moving swiftly through the House and Senate are seeking to expand virtual education, both in the public 
school system and in higher education. One would enable out-of-state online education providers to qualify for 
public dollars. Another would require Florida’s top public university to set up a virtual branch.” 

 “Online learning has exploded in Florida’s public schools over the past decade. The state-funded Florida Virtual 
School is by far the biggest, offering more than 120 online courses to about 130,000 students. Some school 
districts also contract with private online education companies. Those providers, however, do not receive direct 
funding from the state budget; they have agreements with and are paid by the districts.” 

 “Representatives for the state’s public online education provider say it stands to lose millions of dollars if the 
proposal becomes law because it will tweak the way online classes are funded.” 

 “[House Education Appropriations Chairman Erik] Fresen, a Miami Republican, conceded that the Florida Virtual 
School would receive less funding per course. But he insisted that the changes would not hurt the school’s 
bottom line, in part because the state is increasing overall spending on education.” 

 “The Diaz bill would also require the state to maintain a comprehensive online listing of virtual courses, and 
allow students to receive credit for massive open online courses in subjects culminating with a state end-of-
course exam.” 

 
 March 18 New York Times article 

MOOCs could hurt for-profit education systems and midlevel universities but benefit students through their low-cost and 
courses designed by top universities. 
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 “MOOCs threaten to poach paying students. But at the same time, 
emerging competition in higher and continuing education will most 
likely lower costs for students.” 

 “For the universities that create free online courses, mainly major 
colleges with A-plus brands, relationships with Coursera, Udacity and 
edX could pay dividends. Mega classes, which can draw hundreds of 
thousands of students, may aid faculty retention, providing a perk for 
star professors. And all MOOC marketers promise to share revenues 
with partner universities, although the path to profitability is murky.” 

 “Online upstarts offering free classes could particularly hurt profit-
making degree-granting schools, like the University of Phoenix, predicts 
Chris Peterson, a researcher for the MIT Center for Civic Media.” 

 “‘For-profit colleges only enroll about 12 percent of the nation’s 
students, but these students are responsible for over 50 percent of the nation’s defaults in student loans,’ Mr. 
Peterson said. People turn to profit-making education, he argues, ‘because they have no other option when they 
have a job, when they have a kid, when they have other things eating into their life.’” 

 “‘Rather than paying large sums of money to a proprietary, for-profit university for a degree of contested value, 
you can instead get a free degree of contested value,’ said Mr. Peterson, ‘where at least you know the content is 
good.’” 

 
 
COMPANY SPECIFICS 
These three sources highlighted the investigation surrounding Education Management’s accounting practices, the University 
of Phoenix’s partnership with Louisiana Community and Technical College, and DeVry’s “College Scorecard.” 
 
 March 22 Trib Live article 

Education Management is under investigation for accounting irregularities and allowances for bad student loans in the 
midst of falling enrollment. 

 “Education Management Corp. disclosed on Friday that it is under investigation by the Securities and Exchange 
Commission for possible accounting irregularities.” 

 “The Downtown company, which operates post-secondary for-profit schools, received a subpoena on Tuesday 
from the SEC seeking documents and information related to the corporation’s valuation of goodwill and its 
allowances for bad student loans, according to regulatory filings. It was not clear what period the subpoena 
covered.” 

 “EDMC recorded $2.6 billion in goodwill in connection with its 2006 acquisition by private equity firms led by 
Providence Equity Partners, Goldman Sachs Capital Partners and Leeds Equity Partners, according to securities 
filings. The company carried $964 million in goodwill on its balance sheet as of Dec. 31. Goodwill is the price, or 
premium, that is paid for an asset above its true value.” 

 “EDMC has been struggling with declining enrollments for a year, particularly in its online education programs, in 
the face of the sluggish economy and a reputation tarnished by litigation. Its profit for the October-to-December 
quarter dropped 51 percent from year-ago levels.” 

 “The company faces federal lawsuits by former employees and the Justice Department that seek to recover 
about $11 billion in federal and state student aid it received. The claimants argue Education Management 
obtained the money by violating a federal ban on paying recruiters based on the number of students they 
enrolled. The company denies the claim.” 

 
 March 12 The News Star article 

The University of Phoenix signed a deal to allow Louisiana Community and Technical College students to earn a 
bachelor’s degree at its schools and at a reduced rate. 

 “Area legislators say they are disappointed and troubled by the new partnership agreement between the 
Louisiana Community and Technical College System and the University of Phoenix.” 

 “The agreement will allow students who have earned an associate degree at any LCTCS member college 
campus to seamlessly transition to a bachelor’s degree program at the University of Phoenix.” 
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 “‘I find it disappointing that we would try to push our community college 
students toward a private school,’ said state Sen. Mike Walsworth, R-
West Monroe. ‘In a time in which our universities and community 
colleges are trying to work together in public higher education, it’s just 
disappointing that we would go down this path.’” 

 “[State Sen. Bob Kostelka, R-Monroe] said his concerns include the 
higher cost of attending the University of Phoenix as opposed to a 
Louisiana public institution, the likelihood that some students will opt 
for taking online courses at University of Phoenix rather than an area 
university and the credibility of a degree from the University of 
Phoenix.” 

 “He said in 2012 about 500 students who had come from a LCTCS campus were enrolled at the University of 
Phoenix. Fifty-five of those students came from Louisiana Delta Community College.” 

 ‘“I decided to formalize an agreement to ensure our students were being treated fairly statewide,’ he said. ‘My 
concern was that we had these students going to the University of Phoenix and there wasn’t anything in place. … 
We want to make sure if a student happens to go there, they are treated with respect and fairly.’” 

 “As part of the agreement, students transferring to a bachelor’s degree program at the University of Phoenix will 
receive a 5 percent tuition reduction.” 

 
 April 4 Upper Dublin Patch article 

The College Scorecard on DeVry in Fort Washington, PA (near Philadelphia), revealed a 5.3% tuition increase in 2009 
compared with 2007 and a greater number of students deferring payments after finishing school. 

 “After President Barack Obama’s State of the Union Address in 
February, the White House has released the College Scorecard.” 

 “Students at DeVry University in Fort Washington spend an average of 
$26,700 a year, after grants and scholarships. This is an increase of 
5.3 percent from the costs from 2007 to 2009.” 

 “According to the College Scorecard, families borrow an average of 
$19,800 in Federal Student Loans, which amounts to $227 a month 
over 10 years.” 

 “However, 24.1 percent of borrowers default on their Federal student 
loans within three years of beginning repayment, over the national 
average of 13.4 percent.” 

 “At DeVry in Fort Washington, only 28.4 percent of the full time students graduate within six years.” 
 
 
 

Additional research by Scott Martin, Diana Hembree and Marissa Yaremich 
 
 
The Author(s) of this research report certify that all of the views expressed in the report accurately reflect their personal views about any and all of the subject securities 
and that no part of the Author(s) compensation was, is or will be, directly or indirectly, related to the specific recommendations or views in this report. The Author does not 
own securities in any of the aforementioned companies. 

OTA Financial Group LP has a membership interest in Blueshift Research LLC. OTA LLC, an SEC registered broker dealer subsidiary of OTA Financial Group LP, has both 
market making and proprietary trading operations on several exchanges and alternative trading systems. The affiliated companies of the OTA Financial Group LP, including 
OTA LLC, its principals, employees or clients may have an interest in the securities discussed herein, in securities of other issuers in other industries, may provide bids and 
offers of the subject companies and may act as principal in connection with such transactions. Craig Gordon, the founder of Blueshift, has an investment in OTA Financial 
Group LP. 

© 2013 Blueshift Research LLC. All rights reserved. This transmission was produced for the exclusive use of Blueshift Research LLC, and may not be reproduced or relied 
upon, in whole or in part, without Blueshift’s written consent. The information herein is not intended to be a complete analysis of every material fact in respect to any 
company or industry discussed. Blueshift Research is a trademark owned by Blueshift Research LLC. 

As part of the agreement, 
students transferring to a 
bachelor’s degree program at 
the University of Phoenix will 
receive a 5 percent tuition 
reduction. 

The News Star Article 

At DeVry in Fort Washington, 
only 28.4 percent of the full 
time students graduate within 
six years. 

Upper Dublin Patch Article 

 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 
27 

http://upperdublin.patch.com/articles/how-did-devry-mccc-do-on-the-college-scorecard
http://www.whitehouse.gov/issues/education/higher-education/college-score-card

	Summary of Findings
	Next Steps
	1) INDUSTRY SPECIALISTS
	2) EXECUTIVES AT FOR-PROFIT SCHOOLS
	3) INSTRUCTORS AT FOR-PROFIT SCHOOLS
	4) EMPLOYEES AT NONPROFIT SCHOOLS
	5) STUDENTS AT FOR-PROFIT SCHOOLS
	Secondary Sources
	HIGHER EDUCATION INDUSTRY TRENDS
	MASSIVE OPEN ONLINE COURSE


