The Leading Edge of Corporatization in Higher Ed:  For-Profit Colleges
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A number of years ago in a meeting with Benno Schmidt, former President of Yale University and current Chair of the City University of New York Board of Trustees, I, as a member of the executive committee of the CUNY Faculty Senate, argued that a certain decision was not wise because it moved the university in a corporate direction. Chair Schmidt’s answer, “Oh, Susan, if only CUNY could be more corporate.”

Since the spectacular increase in the number of students in for-profit colleges over the last ten years, student debt has skyrocketed (student loan debt exceeded $1 trillion in 2011), the dropout rate at for-profits has increased - the 6–year completion rate for B.A. students at Phoenix University is 9% (Howard Hotson, "Short Cuts," London Review of Books, June 2, 2011), and faculty autonomy in higher education has decreased. Many more faculty serve at the will of their employers, not just at for-profits, but at public, and private colleges as well: in other words without tenure, job security, shared governance, unions, or academic freedom. Increasingly curriculum decisions, driven by the market, are made by administrations and implemented by hired teachers. In for-profit colleges faculty are told that they are the servants of the students, who are told that they rule because they cause profit to be made.

The primary purpose of for-profit colleges is to make money for partners (in a privately held company) or for shareholders (in a publicly held corporation).  Right now, they do that chiefly by securing federal grants or loans for student tuition, funded by taxpayers' money, and  promising their indebted students quick college degrees and good jobs.  Education, if it occurs, is a by-product and not the reason for the existence of for-profit colleges ("Education Is the Last Thing on Their Minds," NY Times Editorial, May 5, 2011).  Eighty-seven percent of revenue for the 14 largest for-profit colleges is from the GI Bill, Pell Grants, Tuition Assistance Program, and other government-backed loans paid for by taxpayers.  One-third of the GI Bill goes to for-profits. This is a disproportionate share of federal student aid, given that for-profits enroll only 12% of college students (Joe Nocera, "How to Improve On an F," NY Times Magazine, September 16, 2011). GI Bill loans are especially sought after because they are not part of Title IV education funds, and (according to the 1988 version of the Higher Education Act) for-profit colleges must obtain at least 10 % of their revenue from sources other than Title IV education funds.  Hence the scramble to recruit veterans, whatever their readiness for college. 

According to the College Board, full-time annual tuition at for-profit colleges in 2010 averaged about $14,000 per student.Tuition, however, varies widely, depending on the kind of program, with 2-year associate degrees in fields like technology and computers charging roughly $40,000 (Peter S. Goodman, "In Hard Times, Lured Into Trade School and Debt," NY Times, March 13, 2010). In comparison average tuition not including room and board at a public 4-year college in 2011-2012 was $16,140, and $36,993 at a private 4-year college (Almanac of HIgher Education 2011-2012). The average figure at a public community colleges is about $3700, although it is increasing rapidly. 

But for-profits spend much less money per student than do public universities:  about $3,069 at the University of Phoenix, for instance, compared to an average of $7,534 at public and $15,215 at private universities (Christopher R. Beha, "Leveling the Field," Harper’s, October 2011). 

To look at it from another angle, a very large share of the budget of an average non-profit goes to the recruitment of students. Bridgepoint Education, one of the largest, spends $2,700 on average, to recruit a student, and just $700 to educate him or her; profits per student at Bridgepoint are $1,500 (Tamar Lewin, "Hearing Sees Financial Success and Education Failures of For-Profit College," NY Times, March 11, 2011).  Apollo Group, owner of the University of Phoenix, spent $1 billion on marketing and student recruitment in 2010 (Hotson).   New regulations have ended the practice of paying recruiters by the number of students recruited, but along the way, some for-profit recruiters have signed up veterans who because of brain injuries are incapable of doing college work (Hollister K. Petraeus, "For-Profit CTamarolleges, Vulnerable G.I.'s,"NY Times Editorial, September 9, 2011).  For-profits also spend a lot of money lobbying the federal government:  for instance, $3.8 million by Phoenix in the first 9 months of 2010.

Ninety-nine percent of students at for-profits graduate with debt.  About 47 % of  students paying off such loans in 2009 defaulted by 2010 (Nocera).  And about half of all defaults on student loans are by students in for-profit colleges (Tamar Lewin, "Student Loan Default Rates Rise Sharply In Past Year," NY Times, September 12, 2011).  Fifteen percent of borrowers from non-profits who began repaying their loans defaulted during the first 2 years ( "Help Needed for Student Debtors," NY Times editorial, September 14, 2011), but if default rates were calculated over three years instead of two, those of students at Corinthian Colleges would jump from 19.1% to 39.1% (Goldie Blumenstyk and Alex Richards, "For-Profit Colleges Manage Defaults to Mask Problems, Analysis Indicates," The Chronicle of Higher Education, March 18, 2011). 

By the logic of the corporate management so valued by Benno Schmidt, for-profit universities try to retain as many students as possible.  That would be fine if they did so chiefly by providing extra tutorial work and the like.  But teachers at for-profits complain that the great pressure to keep students enrolled forces them to dumb down courses, lie about attendance, and sometimes change grades. Victoria G. Gatsiopoulos and Dolores A. Howland-Justice, two teachers at Kaplan Career Institute in Pittsburgh, have initiated a whistle-blower lawsuit over its policies.  Referring to students, Ms. Howland-Justice says her job was to “entertain them and retain them” (Kelly Field, "Faculty at For-Profits Allege Constant Pressure to Keep Students Enrolled,"The Chronicle of Higher Education, May 13, 2011).  Questions about the quality of education at for-profits also arise from one of their common strategies:   buying nearly bankrupt but accredited private colleges in order to qualify for federal money, without having to go through the long and costly process of winning regional accreditation.  Because of such practices, credits earned from for-profits often do not transfer to other colleges.  

There have been for-profit colleges since the 19th century, but only since 2000 has capital--in its restless search to commodify new services and find new markets--gone into higher education in a big way. Now, stocks of thirteen for-profit companies, running several times that many colleges and universities, are publicly traded. Although their profits have recently declined, the for-profit sector made $26 billion in 2009 and outperformed the S&P 500 by about 40 percentage points during 2008-2010 (Stanley Fish, "The Value of Higher Education Made Literal," NY Times, Opinionator, December 13, 2010). 




Describing Apollo as one of his favorite investments, former GE Chair Jack Welsh revealed that he had gone into it for $2 million (Frontline PBS, May 4, 2010).  In 2010 Apollo was, however, the third worst performer in the S&P 500 (Richard P. Chait and Zachary First, "Bullish on Private Colleges," Harvard Magazine, Nov. - Dec. 2011).  Probable causes of the very recent dip in for-profit performance include Congressional hearings on recruitment and other practices of these companies, new federal regulation, disappointed in-debt students, and more attention in the media.  (Capital may also be finding greater profits in the nine publicly traded,  for-profit, charter school companies such as K12 Inc.;   one of its schools expects to make $72 million this year, even though 60% of K12 Inc. students are performing below grade level [Stephanie Saul, "Profits and Questions at Online Charter Schools, "NY Times, December13, 2011]). Some of the decrease in Apollo’s enrollment may also have occurred because the company is changing its recruitment practices, to improve its image (Goldie Blumenstyk, "Fast-Growing U. of Phoenix Calculates a More Careful Course," The Chronicle of Higher Education, Feb. 11, 2011).  I would also note that Apollo has been advertising in The New Yorker and The Chronicle of Higher Education, and in 2011 bought its way on air by sponsoring NBC News Education Nation (Jennifer Epstein, "Phoenix Pays to Tell Its Story," Inside Higher Ed, September 1, 2012). 

Whatever the bumps in the corporate road, CEOs of for-profit colleges get paid handsomely.  Robert S. Silberman, CEO of Strayer University, received $41.9 million in 2010; Andrew Clark, CEO of Bridgepoint, $20.5 million in 2009.  Three top executives at Apollo each made more than 6 million in 2008 (Hotson). To enhance their reputations, for-profit colleges pay administrators from well-known, traditional,  public and private colleges to serve on their corporate boards.  Harold T. Shapiro, past President of Princeton  and of the University of Michigan, receives $259,854 to serve as Chair of the Board of DeVry University; Lee Bollinger, President of Columbia, receives $70,000 for board service at Kaplan Higher Education (the only profitable part, currently, of the Washington Post), and Ann Kirschner, Dean of CUNY’s Macaulay Honors College, $372,166 to serve on Apollo’s board.


Although most tenured faculty members at traditional universities probably do not think of themselves as competing with for-profit colleges, the existence of for-profits is causing changes in higher education, particularly in public universities. Cary Nelson, president of the American Association of University Professors, calls for-profit colleges  “the blob,” from Steve Mc Queen’s 1958 movie about an alien life form that ate everything in its way. According to Nelson, “You’d turn your attention away and look back and suddenly, it’s blocking out most of the sun.”  At the end of the movie McQueen kills the blob--an unlikely scenario for the AAUP and the for-profit blob, whose practices will continue to pressure higher education to become more corporate (Alex Quesada, "For-Profit Colleges Change Higher Educations' Landscape," The Chronicle of Higher Education, Feb. 7, 2010). In “The Revolving Door: Teaching and Not Teaching Writing in a For-Profit University (Works and Days 45/46, 2005, 147), “Luana Uluave notes that the for-profit university in which she taught was “no diploma mill in the Bahamas …to all appearances, this is the future of higher education.”  Some educators at traditional universities, such as James E. Rosenbaum, a professor of sociology and education at Northwestern, argue that public community colleges should adopt some practices of for-profits (David Glenn, "Annual Federal Portrait of Education Documents Swift Rise of For-Profit Colleges, The Chronicle of Higher Education, June 3, 2011).  It is commonplace, now, to criticize the "business models" of nonprofit colleges and universities, even though they are not businesses.

        
In that spirit, for at least 25 years the traditional university has become more corporate in its top-down structure. Presidents have become CEOs and provosts senior executive vice-presidents.  Elected department chairs serve more and more as conduits for the downward passage of directives from the administration to the faculty, and the upward movement of data the administration requires, in its passion for "assessment" and "accountability."  Where faculty members used to serve for a period of time as administrators and be paid extra stipends, now CUNY has an executive compensation plan in which administrators get substantially higher base pay.  Furthermore, the number of administrators has everywhere increased in relation to the number of faculty members.  Many administrators have degrees in higher education, have never taught, and have no liberal arts field of specialization. Average compensation for chief executives at the 50 wealthiest private colleges and universities in the United States is now almost five times that of  full professors at their institutions.


Decisions about programs, general education, and curriculum are increasingly being driven by the market and by guesses as to what courses of study will lead students to the highest paying jobs, not by faculty experience.  These decisions are often made or controlled by administrators and implemented by faculty, as is the case in for-profit institutions. Cutbacks in funding for public universities, escalating tuition, and student debt leave no time for debate about how to educate future citizens. The discussion is all about how to raise students’ test scores and make sure that they graduate on time, and about what programs are most profitable to the university. Everything must be measured and “improved.” The “flexibility” of for-profit colleges to start new programs without faculty review, to admit students whenever they are ready to enroll, and to dismiss faculty whenever administrations determine they are no longer useful cannot help influencing administrators at non-profit institutions. Or as the CUNY Chancellor likes to ask: “Why can’t you faculty be more nimble?,” this in his laments about slow decisions of faculty committees on curriculum.


Why do students attend for-profit colleges when public colleges cost less?  Certainly the recruitment is more intense, admission requirements are lower, and students are unrealistically promised much more than in public colleges. But also, many students simply want the degree or certificate, which they believe equals a job; they are not much interested in the education, and they do not want to work harder than necessary. In a 1997 interview, William Gibbs, president of the University Phoenix, said, “The people who are our students don’t really want the education. They want what the education provides for them – better jobs, moving up in their career, the ability to speak up in meetings, that kind of stuff.” (Traub, quoted in Uluave, 132). For-profit students, according to Uluave, want “a comfortable and convenient education, one that sees education as a means of personal gain, one that provides a credential but does not ask students to put themselves out too much in the process” (133). 


So did Benno Schmidt get his wish?  Has the nonprofit university become more corporate?  Reluctantly I would have to say yes, and that for-profit universities have pushed that corporatization.  


There are still some bright spots. Unionization, shared governance, the AAUP still matter. But it is to the new generation of the Occupy Movement: Occupy Wall Street, Occupy Student Debt, Occupy CUNY--Occupy Kingsborough CC, alone, attracted 450 students to its recent teach-in--that I look.  They insist on participatory democracy.  They are asking the right questions about politics and education.

