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Boom in for-profit colleges
may be a bust for taxpayers

Students borrow
more, default
more, report says

By Julia Love
TRIBUNE NEWSPAPERS

WASHINGTON — For-
profit colleges are boom-
ing as the unemployed
turn to education, but
some members of Con-
gress and the Obama ad-
ministration say they are
growing at the expense of
taxpayers and students.

The average profit
among such publicly trad-
ed higher-education com-
panies soared to $229 mil-
lion in 2009, up from $150
million the year before,
with the majority of their
revenue coming from fed-
eral student aid. For exam-
ple, eral dollars ac-
counted for 86 percent of
revenue at the University
of Phoenix, which has
more than 458,000 stu-
dents.

Butaccordingtoarecent
reportissued by the Senate
Committee on Health, Ed-
ucation, Labor and Pen-
sions, the public’s money
is often not well spent on
the schools. The colleges
cater fo low-income and
minority students often
working online with little

supervision, yet they
charge on average twice as
much as public universi-
ties charge in-state stu-
dents.

Investigators believe a
high proportion of stu-
dents drop out, and those
who do graduate find their
money “wasted because
their pro are not ac-
credited. 1HSFu%ents at for-
profit colleges borrow
more and are more likely
to default on their loans,
furthering taxpayer losses.
Accordingtothe Chronicle
of Higher Education, 30
percent of students who
borrowed from the federal
government to attend four-
year for-profit institutions
have defaulted since 1995.
Roughly 15 percent of stu-
dents at public four-year
colleges and 13.6 percent at
private nonprofit four-year
colleges have defaulted
since then, the Chronicle
reported. "

The Department of Edu-
cationJastmonth moved to
rein in some for-profit
firms with a proposal that
would cut ederal stu-
dent aid to individual pro-
grams within colleges that
have a high proportion of
students who cannot repay
their loans after leaving.

“Some proprietary
schools have profited and
prospered, but their stu-

dents haven’t,” Education
Secretary Arne Duncan
said. “These schools —and
their investors — benefit
from billions of dollars in
subsidies from taxpayers,
and in return taxpayers
have a right to know that
these programs are provid-
;ng solid preparation for a
jo .”

‘The proposed regula-
tion, less stringent than
originally expected, could
put out of business 5 per-
cent offor-profit programs,
anumber that critics of the
colleges said was not high
enough.

“At first glance, the

regulation appears to set a
low bar;” Sen. Tom Harkin,
D-Iowa, chairman of the
Senate panel that issued
the report, said in a state-
ment in late July. “I will be
looking closely at this rule
to ensure that it goes far
enough to protect the $23
billion in federal aid to
forprofit schools each
Year.”
But Harris Miller, presi-
dent of the Career College
Association, which repre-
sents for-profit schools,
said the schools have a
special challenge.

“We have millions of stu-
dents who are not even in
the educational system
who have been fold, ‘You're
not college material,” ” he

“Somebody has to

I

said.
reach outfo those people.

Corinthian Colleges
spokesman Kent Jenkins
said the disproportionate
default rate was a conse-
quence of the large num-
ber of low-income students
in the programs. Reaching
low-income students re-
quires high advertising
budgets, he added. The
Senate panel report noted
that the S(:I_Igrols__dﬂo.te
abouta third of their budg-
ets to advertising.

The report acknowl-
edges that President Ba-
rack Obama’s goal of dou-
bling the number of US.
college graduates by 2020
may hinge on for-profit
colleges, which are able to
expand faster than public
colleges and universities.

Stephen Burd, an educa-
tion policy expert at the
New America Foundation,
said the scrutiny is long
overdue, but lawmakers
will have to contend with
the industry’s ‘“Teflon
lobby”

“For-profit college lobby-
ists are accustomed to flex-
ing their muscles on Capi-
tol Hill and getting their
way — no maiter how
much controversy is swirl-
ing around their schools,”
he said.
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