The Study of For Profit Higher Education
Introduction

The term postsecondary education covers a wide area ranging from vocational education completed in a matter of days to multiyear postdoctoral programs. This literature review will look at the research that has been done on the for-profit sector of postsecondary education. Specifically it will look for research on for-profit colleges and universities that are regionally accredited and degree granting. As this review will show, this area of higher education is ignored by higher education researchers for the most part. 

The 1960s – Research on Vocational Education
The oldest commonly cited literature on this topic is a report on the vocational education sector published in 1966. This book, Classrooms on Main Street, by Harold F. Clark and Harold S. Sloan focuses on vocational training including that provided by for-profit schools. As Clark and Sloan say:

Classrooms on Main Street has to do with an extensive area in American education about which little has been written. This area includes a wide variety of schools. They have been variously called proprietary, trade, and vocational schools, but no one of these terms covers the entire area. All of them, however, are concerned with preparing students for a particular business position or industry, skilled trade, semiprofession, personal service, recreational activity, or some other vocation or avocation. (Clark and Sloan, 1966, p. vii)
Notice that the focus is on just the skill training. These types of schools are more properly called vocational schools, as they do not provide general education. They are also nondegree granting institutions.
Clark and Sloan note what will be a common theme of the literature when they write that the “dearth of general literature pertaining to the specialty schools has left a gap”. (Clark and Sloan, 1966, p. x) As an example of this problem, an examination of the references for the Clark and Sloan volume shows no journal articles from any discipline. The only citations are those for other books on vocational education, books on adult learning, governmental reports on vocational education, and listings of directories of these types of schools. This book is frequently mentioned in the bibliographies of the better known works from this period as a basic work in the for-profit area.

The next item of interest is a book by Harvey Belitsky from 1969, Private Vocational Schools and Their Students. This book focuses directly on for-profit vocational schools. Belitsky's interest is on the ability of these schools to assist disadvantaged students in their quest for educational advancement. Belitsky, like Clark and Sloan, bemoans the lack of data on this sector of postsecondary education. He writes, "Early reading disclosed, however, that even less is known about these frequently ignored schools and their students than about the disadvantaged whom such schools might serve." (Belitsky, 1969, p. 1) Based on this lack of data Belitsky expanded his study to include how these types of schools conduct their operations. Despite this book's focus on vocational training some of the elements that distinguish the way current for-profit higher education institutions conduct their operations in contrast to the traditional schools is seen in this work. As Belitsky notes, one of the hallmarks of these schools is their emphasis on the needs and demands of the students as well as the employers who will hire these students. The seeds of the current makeup of the for-profit higher education sector, a sector dominated by large corporations, are seen in a table from this book. In Table 3-7 Belitsky provides a partial list of vocational schools owned by large corporations. Just as it does today, this list includes schools that offer technical and business related courses. Some of the corporations on the list include Control Data Corporation, Lear Siegler, Litton Industries, McGraw-Hill Corporation, and Bell and Howell Corporation operating the DeVry Institute of Technology.
Belitsky points out the lack of accreditation or licensing of these schools prior to 1967. The first of the efforts at evaluating these schools for accreditation of any type was by NATTS – National Association of Trade and Technical Schools. This organization was designated by the U.S. Office of Education as the accrediting agency for trade and technical schools. Just as now, by being accredited these schools have preferential access to governmental programs.

Another similarity between these schools and the schools of interest in this proposed study is seen in the role of the instructor. Their role in these vocational schools is typical of the role assumed by the faculty in the current for-profit colleges and universities. Unlike the tenure based system of doctoral level faculty who emphasize their research output, these instructors are judged on their practical knowledge of the real world and their ability to teach. The failure to learn in a class was not considered to be a failing of the students, but of the instructor. (Belitsky 1969)
The 1970s – The Continuation of Research on Vocational Education
Research in this general arena of for-profit postsecondary education entered the 1970s with a June 1970 report also by Belitsky, but this time for the Upjohn Institute for Employment Research. The report is typical of the literature from this period. It extends the work done in the 1960s, but also hints at the changing role of the private vocational schools. For example, the title of this report is Private Vocational Schools: Their Emerging Role in Postsecondary Education. In this paper Belitsky reports on the number of, the enrollment of, and the types of programs offered by the vocational school sector in the United States. According to Belitsky this sector consisted of 7,000 schools providing training to approximately 1.5 million students as of 1966. The occupational categories for which training was provided include trade and technical, business, cosmetology, and barbering. None of these schools provided what would be considered general education courses or any course not directly related to the skill to be taught. (Belitsky 1970) This emphasis on practical and specific training for a skill, and the absence of general education is what distinguishes vocational education from higher education.
A change in interest in research on for-profit higher education away from the vocational side toward those institutions that are regionally accredited occurred with the passage of the 1972 amendments to the Higher Education Act of 1965. As discussed in the introduction for this paper at that time the proprietary sector was included as part of postsecondary education by the federal government. This alteration was reported in Change magazine in the 1973. This short article by Ellwood A. Shoemaker, an assistant professor of higher education at the Catholic University, also notes the lack of research on this sector. But his attention to this problem also indicates a new interest in research on this part of higher education by faculty in the field of higher education. Also in 1973 a book from Jossey-Bass titled The Future in the Making was published. This book consists of short chapters on current issues in higher education. One of the sections, “ Postsecondary Education: The New Perimeters”, deals with changes in higher education created by the Education Amendments of 1972. Several of the chapters in this section are by owners and administrators of for-profit institutions. Their chapters either discuss the impact of the 1972 amendments on higher education or discuss the background of their institutions. Of more interest is a chapter by Joseph P. Cosand the director at that time of the Center for the Study of Higher Education at the University of Michigan. In this chapter Cosand points out the dramatic change the 1972 amendments produced in the field of higher education. The first of these changes being the changing of the name of this part of education from higher education to postsecondary education. This change was brought on by the amendments specifically recognizing for-profit institutions of many types as part of higher education. To the national government these nontraditional institutions were the same as the old line colleges and universities, at least in terms of government support. As Cosand notes, “for the scope of the Amendments was unmatched in history.” (Vermilye, 1973, p. 191) Cosand also points out the consternation caused in the higher education community by these changes. As he writes, “Like it or not, the higher education world of two- and four- year colleges and universities has been dramatically altered.” (Vermilye, 1973, p. 193)
A review of the literature was performed by Susan E. Johnson in 1974 for the National Institute of Education under the auspices of the Center for Research and Development in Higher Education of California University, Berkeley. As the author states in the abstract for this report, “The paper examines all available studies, research reports, and publications relevant to proprietary schools, presenting their findings in summary form. Acknowledging that reliable information has only become available within the last three years…” (Johnson, 1974, Abstract) This literature review by Johnson was prompted by a common complaint concerning this sector of postsecondary education. This complaint was related to questionable marketing practices in the vocational education sector. In this paper Johnson discusses a number of reports. Each of these looks at common themes for this period and subsequent periods of research on this area. These research themes include collecting basic data on the number of entities and their enrollment, the characteristics of the students enrolled, the approach to education used by these types of schools, the lack of licensing and accreditation, the unequal access to federal programs, and the increasing interest by large corporations in owning these schools.
Continuing the emphasis characteristic of this period on for-profit vocational education, as opposed to for-profit higher education, is a report by David A. Trivett prepared for the American Association for Higher Education. This report titled Proprietary Schools and Postsecondary Education is another indicator of the increasing interest by the higher education community in this part of postsecondary education that was prompted by the 1972 recognition of for-profit schools by the Higher Education Act. This report mentions the common elements that distinguish for-profit schools such as an emphasis on skill based education, student services, and job placement.
The relevant works from the 1970s ends with a report by J. Michael Erwin from 1975. The title of Erwin’s paper, The Proprietary Sector: Assessing Its Impact on the Collegiate Sector, shows the change in approach to research on this part of postsecondary education. No longer is the research focused on unlicensed and unaccredited vocational schools exclusively. Now interest is being shown on how the for-profit sector will affect higher education. Erwin at this time was associated with the Center for the Study of Higher Education at The University of Michigan. What prompted this new interest? As Erwin notes:
Although proprietary occupational schools have existed in America since the Colonial Period, it was not until 1972 that they became “recognized” components of postsecondary education. The Education Amendments of that year made students in profit-making schools eligible for forms of federal financial institutions. The Amendments thus provide low-and-middle-income students with greater access to the schools, making the relatively expensive proprietary institutions a more viable alternative to collegiate attendance for young adults. (Erwin, 1975, p. 1)

Erwin points out with this change in status for the for-profit sector the schools recognized a need to achieve accreditation to further enhance their status. As do most authors of this period and later, Erwin points out the main problem encountered in performing research on this sector is the lack of data. (Erwin 1975) To address this Erwin presents a typology to use in organizing these schools into subsectors. At the top of this topology are the Class A Schools. These schools “may offer programs in competition with the collegiate sector and which are accredited or approved.” (Erwin, 1975, p. 15) This typology is another indicator of the movement of part of this sector away from purely vocational training to more general education leading to a degree. Erwin begins his summary of this report by pointing out, "Proprietary schools, their operation, and their students have been largely ignored by the higher education community.” (Erwin, 1975, p. 51) But the very paper from which this quote is drawn illustrates the change in interest within the higher education community in research on this sector of postsecondary education. As we move into the 1980s the interest in research on this sector will shift from a paper now and again to articles in recognized higher education journals.
The 1980s – The Emergence of Degree Granting For-Profit Higher Education
The first three documents from this period reflect the same vocational studies interest seen in the earlier periods. The first of these is a January 1980 bibliography by Mary B. Wine on proprietary postsecondary education. It lists the usual reports, dissertations, books, and so on that all deal with vocational education. An often cited study by Wellford Wilms from 1982 discusses the same problem seen in earlier research concerning lack of data on this sector, the concerns about the way these schools market their offerings, the characteristics of the students, and method of operation of these schools. (Wilms 1982)
A major shift in the literature on this sector is seen in 1982. No longer is the literature dominated by papers and reports, now research on this sector begins to appear in various journals specific to higher education. The first of these is a reprint of a report on vocational schools prepared for the U. S. Department of Education. But this reprint appeared in the Journal of College Admissions.

Next is a discussion of the relationship between community colleges and proprietary schools that appeared in New Directions for Community Colleges: Improving Articulation and Transfer Relationships from September 1982. The New Directions series represents the first appearance of this topic in the mainstream of higher education periodicals. Subsequent research during this period appeared in several secondary journals such as the Journal of Studies in Technical Careers and The Journal of Student Financial Aid. In each case the articles published in these various journals focused on these topics; the ability of the students attending proprietary schools to pay for their education, the characteristics of the students, the lack of data on this sector, the reputation of for-profit schools within higher education, and the competition between these schools and the community colleges. All of these are familiar topics from pervious periods, except for the studies that examine the competition between community colleges and the for-profit sector. In the 1980s this became a matter of concern for community college administrators. A 1987 article by Dean Johnston in New Directions for Community Colleges: Marketing Strategies for Changing Times illustrates this new concern. In this article the author notes that community colleges and many proprietary schools have the same approach to technical education; that is to produce an employable graduate. In this article from 18 years ago the system still used by many for-profit schools is first described. This system uses a network of relationships with local employers maintained by a placement director to ensure the graduates are employable in the current business environment. (Johnston 1987)
The last article from this period is research on the characteristics of proprietary school students. This is a common research topic. This article by Paulter, Roufa, and Thompson appeared in Journal of Studies in Technical Careers in 1988. This is basically a literature review of previous studies. As such they discuss vocational school students for the most part, as this is the only research that had been done to that time. The authors also note the lack of data on this sector of education. (Paulter, Roufa, and Thompson 1988)
The 1990s to Date – For-Profit Colleges and Universities in the Mainstream
In comparison to previous periods the 1990s saw an explosion of interest in for-profit higher education. For example, The Chronicle of Higher Education published 26 stories alone on this subject in just 1998 and 1999. In contrast to the previous period’s focus on vocational education all of the stories from 1998 and 1999 in the Chronicle address for-profit colleges and universities that offer courses at both the undergraduate and graduate levels. The increase in interest is even more dramatic in the first half decade of the current millennium. In The Chronicle of Higher Education alone 24 articles have appeared in 2000, 28 in 2001, 16 in 2002, 23 in 2003, 4 in 2004, and 6 so far in 2005. This is not to mention the articles in the general press or other education specific publications. With this much literature it now makes sense to exam it on the basis of common themes in the literature, rather than discuss each article individually year-by-year. Common themes in the literature from this period include:

Vocational education

Characteristics of the students

Lack of data on the sector

Students are primarily interested in education for employment

Adult students
Approach of accreditors to for-profit schools

Teachers are professionals with real world experience

Paying for college

Completion rates of students

For-profits will compete with community colleges and other institutions
Fraud in enrollment

Vocational Education

This period begins as the last period left off with yet another study of vocational education. However, this work, a book in the ASHE-ERIC Higher Education Reports series by Lee and Merisotis from 1990, goes into considerable detail concerning the nature of vocational education and its relationship to higher education. This is not strictly a scholarly study as Lee and Merisotis are policy analysis rather than academics. They cover the usual topics such as the lack of data on this sector, the concerns about quality, and the characteristics of the students. In other words they cover the topics on the list above.
Characteristics of the Students

The most striking difference between traditional public and private colleges and universities and the for-profit higher education sector is the nature of the students. In all sectors of higher education the number of nontraditional students has outnumbered the population of fulltime, eighteen year old, residential students for some time. (Collis 2001, Doucette 1998, Levine 2001, Morey 2004) Much of this demand by older adults for higher education has been driven by the need of modern economies for a skilled workforce. (Doucette 1998, Grubb and Lazerson 2005, Klor de Alva 1999) As Klor de Alva, associated with the for-profit University of Phoenix, points out, “In 1950, only one in five U.S. workers was categorized as skilled by the Bureau of Labor Statistics. By 1991, the percentage had risen to 45 percent, and it will reach 65 percent in 2000.” (Klor de Alva, 1999, p. 52)
What are the general characteristics of these nontraditional students? Phipps, Harrison, and Merisotis report:

Students attending less-than-4-year, for-profit institutions in 1995-96 primarily were white (58 percent), age 23 or younger (46 percent), and female (67 percent). They were also independent (71 percent), delayed their enrollment for a year or more after high school (69 percent; figure A), attended full time for at least part of the academic year (80 percent), and worked while enrolled (61 percent; figure A). Compared to students at other less-than-4-year institutions in 1995-96, these students were more likely to be female, black, single parents, independent, and in the lowest income quartile (for both dependent and independent students). (Phipps, Harrison, and Merisotis, 2000, p. 1)
The same authors report that students attending 4 year for-profit institutions are slightly different from their 2 year counterparts. They describe these students as:
In 1995-96, undergraduate students at 4-year, for-profit institutions were different than those students at less-than-4-year, for-profit institutions. They were less likely to be female (43 percent compared to 67 percent), have not worked while enrolled (15 percent compared to 39 percent), and have delayed their enrollment for a year or more after high school (53 percent compared to 69 percent). (Phipps, Harrison, and Merisotis, 2000, p. 4)
Similar characteristics are reported by Cheng and Levin in a chapter in the Clowes and Hawthorne book. (Clowes and Hawthorne 1995)

In what way do the students in the for-profit regional accredited, degree granting schools differ from the nontraditional students as described by Phipps, Harrison, and Merisotis and Cheng and Levin? A report from Brown University titled The Futures Project: Policy for Higher Education in a Changing World from October 2000 shows these figures:
Trends on For-profit Populations

The following table, from a National Center for Education Statistics report, shows selected characteristics of students at for-profit institutions.

Table 15 – Percentage distribution of undergraduates enrolled in for-profit institutions according to selected characteristics, by level of institution: 1992-93 and 1995-96

	
	1995-96
	1992-93

	
	Less-than-4-year
	4-year
	Less-than-4-year
	4-year

	Total
	100.0
	100.0
	100.0
	100.0

	
	
	
	
	

	Gender
	
	
	
	

	  Male
	32.9
	56.8
	34.3
	46.7

	  Female
	67.1
	43.2
	65.7
	53.3

	
	
	
	
	

	Age
	
	
	
	

	  23 years of younger
	45.9
	37.1
	50.8
	42.4

	  24-29 years of age
	21.8
	23.1
	20.7
	24.9

	  30 years or older
	32.3
	39.8
	28.5
	32.8

	
	
	
	
	

	Race-ethnicity
	
	
	
	

	  White, non-Hispanic
	58.1
	60.4
	49.1
	67.3

	  Black, non-Hispanic
	21.2
	15.3
	27.1
	18.6

	  Hispanic
	16.5
	17.9
	18.2
	7.6

	  Asian-Pacific Islander
	3.4
	6.1
	4.3
	6.3

	  American Indian/Alaskan Native
	0.9
	0.3
	1.4
	0.2

	
	
	
	
	

	Marital status
	
	
	
	

	  Not married
	69.8
	65.3
	70.0
	64.5

	  Married
	24.5
	31.9
	24.6
	32.9

	  Separated
	5.7
	2.9
	5.4
	2.7

	
	
	
	
	

	Single parent status
	
	
	
	

	  Not a single parent
	77.1
	87.1
	77.2
	93.0

	  Single parent
	23.0
	12.9
	22.8
	7.0

	
	
	
	
	

	Disability status
	
	
	
	

	  Student has a disability
	7.8
	4.3
	8.1
	3.5

	  Student does not have a disability
	92.2
	95.7
	91.9
	96.6

	
	
	
	
	

	Dependency status
	
	
	
	

	  Dependent
	29.2
	30.2
	31.3
	30.9

	  Independent
	70.8
	69.8
	68.7
	69.1

	    Independent, no dependents
	26.1
	32.8
	29.9
	42.5

	    Independent, with dependents
	44.7
	37.0
	38.8
	26.7

	
	
	
	
	

	Independent student total income, quartile
	
	
	
	

	  Lower quartile
	40.4
	25.2
	46.0
	26.3

	  Middle quartile
	47.6
	45.5
	43.9
	38.8

	  Upper quartile
	12.0
	29.3
	10.2
	34.9


(The Futures Project, 2000, p. 7)

In some schools in this sector the students are even older. The average student age reported by the University of Phoenix is 35 years, and for Strayer University it is 33 years. (The Futures Project 2000) For two other schools the age breakdown is given as:

	
	Strayer University
	Higher Education Average

	21 and Under
	8%
	23.3%

	22 to 29
	31%
	30.3%

	30 to 39
	36%
	13.9%

	40 to 49
	20%
	8.3%

	50 and Over
	5%
	3.3%

	Average Age
	33
	Not available


	
	ITT Educational Services

	19 or Less
	33%

	20 to 24
	35%

	25 to 30
	19%

	31 to 40
	10%

	41 +
	3%


(The Futures Project, 2000, p. 8)

 The ethnic breakdown is reported by The Futures Project for several of the larger for-profit colleges as:

	
	University of Phoenix – Fall 2000
	DeVry Institutes – Fall 1999
	ITT Educational Services – Fall 2000
	Strayer University – Fall 1999
	Higher Education Average

	White
	61.4%
	46%
	60%
	36%
	70.8%

	Black
	15%
	22%
	16%
	41%
	10.7%

	Hispanic
	10.5%
	14%
	18%
	4%
	8.4%

	Asian
	7.1%
	12%
	6%
	6%
	5.9%

	Other
	6%
	6%
	1%
	13%
	4.2%


(The Futures Project, 2000, p. 9)

Figures for gender at these schools are provided as well. These show:
	
	University of Phoenix – Fall 2000
	DeVry Institutes – Fall 1999
	Strayer University – Fall 1999
	Less-than-4-year For-profit Institutions 1995-96
	4-year For-profit Institutions 1995-96
	Higher Education Average

	Female
	54%
	27%
	55%
	67.1%
	43.2%
	55.9%

	Male
	46%
	73%
	45%
	32.9%
	56.8%
	44.1%


(The Futures Project, 2000, p. 10)

Badway and Gumport report similar findings from their analysis of the Integrated Postsecondary Educational Data System (IPEDS) information. The 1999 data reports higher minority enrollment in both two-year and four-year for-profit schools, when compared to both public and private two and four-year schools. (Badway and Gumport, 2001, p. 13)

Lack of Data on the Sector
Numerous authors have noted the lack of data on this part of postsecondary education. (Badway and Gumport 2001, Belitsky 1969, Bender 1991, Breneman 2005, Clark and Clark 1966, Clowes and Hawthorne 1995, DuBois 1990, Grubb 1993, Hittman 1991, Jaeger 1999, Kelly 2001, Kinser 2005, Kinser and Levy 2005, Zamani-Gallaher 2004) This problem of a lack of data was noticed as far back as the Clark and Clark book from 1966. At the beginning of this period Bender pointed out to the community college sector that proprietary colleges were beginning to constitute a significant threat. While examining this phenomenon he notes the lack of data on this part of postsecondary education. (Bender 1991) Apling attempts to address this problem with a comprehensive discussion of vocational proprietary schools and their students in an article in The Journal of Higher Education from 1993. Clowes and Hawthorne provide a detailed exposition of this problem in the first few sentences of their book on community colleges and proprietary schools when they write:
Proprietary schools are silent partners in American higher education. The Encyclopedia of Higher Education (Clark and Neave, 1992) illustrates the recognition accorded the proprietary school by the rest of higher education: out of almost 300 entries, the Encyclopedia gives proprietary higher education one entry. None of the ninety-seven topical chapters in the nine published volumes of the Higher Education Handbook of Theory and Research (Smart, 1985-1993) is devoted to, or even addresses, this topic. The ASHE-ERIC Higher Education Reports series has issued eighty-two reports from its inception in 1984 to 1993; only one report was devoted to proprietary schools. The periodical literature in higher education is similarly sparse on this topic…
(Clowes and Hawthrone, 1995, p. 3)
In this case Clowes and Hawthrone are focusing on the vocational sector of for-profit education, but the same is true for the regionally accredited, degree granting schools.

To assist in remedying this problem Jaeger argues that the following data be collected:

· contain information on enough proprietary school attenders and graduates so that we can estimate labor markets returns with sufficient precision.

· contain information on high school graduates, 2-year, and 4-year non-profit school attenders and completers so that we can measure returns to proprietary school in relation to a variety of “control” groups.

· collect transcript data to accurately capture the heterogeneity in educational experience rather than rely only on self-reporting. In particular, we should not rely on individuals to self-report that they went to a proprietary institution.

· collect information on family background and “ability” measures they should collect detailed work history data so that we can accurately separate the wages returns to education from the wage returns to experience.

· they should collect detailed work-related training information so that we can accurately separate the wage returns to education from the wage returns to firm specific training.

(Jaeger, 1999, p. 7)

Badway and Gumport are concerned that what data that is available, such as from the IPEDS series is unreliable, as it is self-reported. Their solution is for researchers to use case studies in the place of comprehensive data. (Badway and Gumport 2001)

Kinser and Levey in their study of national and international for-profit higher education state that this lack of data extends into the international sector. As they report, “International data on for-profit higher education remain sparse, unreliable, and inconsistent.” (Kinser and Levy, 2005, p. 4) In their closing points the authors further state that, “Information on the for-profit higher education sector is sketchy. Even where substantial statistical information exists, as in the U.S., significant gaps inhibit our understanding of who is participating, what curriculum is like, effectiveness, etc.” (Kinser and Levy, 2005, p. 14)
The authors of dissertations on this subject frequently note this problem. For example, in 1990 DuBois wrote:

The proprietary college is an anomaly in postsecondary education. As such, little research has been specifically conducted on proprietary colleges. In fact, there is limited research on proprietary postsecondary education in general, and the majority of the research that has been carried out has failed to differentiate between those institutions that are degree-granting and thus classified as collegiate in nature – institutions of higher education – and those that are non-degree-granting which are considered noncollegiate – postsecondary career, vocational or trade schools. (DuBois, 1992, p.30-31

DuBois cites Co-Friedlander, Carr, Jones, Schneider, and Greenburg as other dissertation authors who point out the lack of data on this area of higher education. Hittman states “For-profit proprietary schools, until recently, have been all but ignored by the public sector and by researchers in postsecondary education.” (Hittman, 1992, p. 2)
Students are Primarily Interested in Education for Employment
Most authors assume that the students enrolling in for-profit schools rather than non-profits are primarily interested in training rather than general education. (Berg 2005, Breneman 2005, Collis 2001, Doucette 1998, Grubb and Lazerson 2005, Moore 1995) Moore provides an example of this when he says, “I argue that the mission of most proprietary schools is to train people as quickly and efficiently as possible for entry-level jobs in specific occupations.” (Moore, 1995, p. 64)

Berg on the other hand believes there is a fundamental shift occurring. This shift is seen in a dramatic increase in older, part time students. With this shift, the interests of the student body as a whole have changed. The change is toward an increased interest in vocational and professional oriented courses. This will affect all of higher education. As Berg says:

These changing demographics, combined with the severe revenue pressures felt throughout American higher education, now dramatically press the academy to change. The entrance of the adult learner into undergraduate education marks a major shift in direction for higher education, one perfectly in line with the missions of many for-profit and nontraditional institutions.
(Berg, 2005, p. 3)
Levine identifies five factors that are changing the way consumers view higher education. The first force Levine identifies is the rise of the information economy. As the U.S. has moved away from industrial production with its reliance on machines to information based production with its reliance on information, knowledge and communication have become more important. This shift in the nature of the economy is forcing a shift in the way education is viewed. Levine argues that we are moving away from “just in case” education to “just in time” education. (Levine, 2001, p. 256) We are moving away from an education model that provides education for a possible future use to education and reeducation for immediate needs. (Levine 2001) In this model students learn what they need to know for the moment. When the moment changes, they will return for more education that relates to their new employment.
If students are attracted to for-profit schools due in part to their emphasis on education for immediate employment, what are the job placement rates for the various for-profit institutions? The Futures Project provided these figures.

	Institution
	Job Placement Rate

	DeVry University
	96%

	Career Education
	93%

	ITT Educational
	90%

	Education Management
	87%

	Corinthian Colleges
	83%

	EduTrek International
	83%

	Computer Learning
	83%

	Quest Education
	77%


(The Futures Project, 2000, p. 15)

Grubb and Lazerson contend that higher education has converted to occupational education, otherwise called professional education. This new term is to distinguish it from the earlier lower skill vocational education. (Grubb and Lazerson 2005)

A criticism often aimed at the for-profits that relates to education for employment is the lack of general education courses. This is true in the vocational institution. It is less so in the regionally accredited institutions as the accreditors include such courses as part of their requirements. Some schools resist this, such as the University of Phoenix, while others believe such courses are central to the complete education of the student. Berg notes this when he writes:
At DeVry, administrators tell of their students achieving the knowledge and skills to be productive in the workforce at various levels. At the undergraduate level, the curriculum is approximately 25 percent general education. Positioning themselves somewhere in the middle between the University of Phoenix and traditional liberal arts institutions, DeVry attempts to give students a solid grounding in general education to support the students’ interest in lifelong learning to complement the practical applications they learn. Administrators at DeVry believe the general education component helps prepare students for lifelong learning that will improve their workplace productivity.
(Berg, 2005, p. 63)

Grubb and Lazerson also point out this de-emphasis of liberal education. In their article they discuss the lack of consensus within the professoriate concerning what higher education should be. (Grubb and Lazerson 2005)

Adult Students

The second force Levine discusses is the growth in enrollment of part time, over 25 years of age students. (Levine 2001) Older students seek a focused, quick, high quality educational experience. Older students have no need for the trappings of the traditional school, such as a football team. In Levine’s view this makes higher education an investment opportunity for the first time in the history of higher education. (Levine 2001) Other authors share this view. For example Doucette says:

Although there remains a substantial number of eighteen-year-olds who want a full-time, sequential, residential college education, older and nontraditional students have outnumbered these traditional students for nearly a decade. These older students have different demands and require different strategies, programs, and services from the colleges that serve them. Primarily, adult students want convenience. They are sensitive to cost, but they are even more sensitive to issues of time, place, length of commitment, and other aspects of access. What many adult students want is “anytime, anyplace” education and training, and many appear willing to pay for it.

(Doucette, 1998, p. 80)

It is an investment opportunity because stripped of the extraneous offerings the cost of delivery of higher education is low compared to the revenue generated.
Berg as well highlights the change in student demographics when he writes, “Of those part-time students, the largest average segment was women thirty-five years old and older.” (Berg, 2005, p. 3) In Berg’s view this maybe the largest change in higher education in the last few decades.
Berg expands on his discussion of adult learners to specifically discuss ethnic minorities. A question sometimes raised about for-profit schools is the high percentage of minority students they enroll. One reason for these higher numbers according to Berg is the recognition by the for-profit providers that they are an underserved market. Further, the for-profits recognize the needs of these students, and seek to meet these needs. These needs commonly include uncertainty about college, concern about financing a college education, the residential lifestyle of the typical student, and the need to find a job upon graduation. To address these concerns the for-profits focus on active recruitment of minority students, they emphasize financial counseling at times convenient for the students, classes are offered at times and at locations that are convenient to the students to avoid the need to live on campus, and active job placement services are provided. Student services are a key to serving these or any other group of students. Berg suggests that if the traditional sector of higher education is having difficulty achieving a diverse student population, they should look to these techniques. (Berg 2005)

Approach of Accreditors and Regulators to For-Profit Schools
There are various types of accreditation that relate to for-profit schools. These range from national organizations to the better known regional agencies. The regional accreditation agencies are the ones that apply to this proposed study. The approach these organizations take to the for-profit sector is clearly seen in a report from the Education Commission of the States (ECS) from January 2000. ECS summarizes the state of accreditation as of early 2000 in this table:

	Organization
	Currently

Accredited
	Eligible

or

 Candidacy
	Inquires

Per

Year

	Western
	1
	4
	*

	Northwest
	7
	2
	5

	North Central
	24
	3
	20

	New England
	1
	0
	0

	Middle States
	12
	7
	9

	Southern Association
	11
	4
	*


*Cannot estimate

(Education Commission of the States, 2000, p. 2)
How do the various accreditation commissions view the for-profits? The ECS reports:

There is a continuum of reactions to and feelings about for-profit institutions among regional accreditors. On one end are accreditors who are suspicious (even fearful) of proprietaries. In the middle are several who accept for-profits as permanent players in higher education and who have some positive things to contribute to higher education. And at the other end are several associations that actually like proprietaries and do not feel that these institutions pose a threat to academe.

(Education Commission of the States, 2000, p. 1)
For the most part today the for-profits are treated exactly the same as the non-profit public and private schools the commissions survey, although some of the agencies are suspicious of the quality of for-profit programs. In general there are no specific standards for the proprietary sector schools. When there are differences these are seen in the adjustments made for the different way in which for-profits are governed and in which income is reported. (Education Commission of the States 2000)
Kinser describes the different approaches the various regional organizations take to for-profit schools. In his view this has lead to some accreditation shopping. This is also clearly stated by Sperling when he describes the move of the University of Phoenix into the North Central area and out of the Western Association. This is particularly true of the distance education programs, with the North Central association being the most accommodating to these types of programs. (Kinser 2005)

The regional accreditation agencies were not always so accommodating to the for-profit institutions. For example, in 1964 the Federation of Regional Accrediting Commissions of Higher Education, at that time the coordinating body for the regional accreditation agencies, adopted a policy that prohibited regional accreditation being granted to any for-profit higher education institution. Legal action was required to begin the change to the attitude seen today. (DuBois 1990)
The Education Commission for the States has also looked at how the individual states approach regulation of for-profit postsecondary education. This report from ECS was limited to 11 states. An example of the approach taken to regulation is seen in the regulatory structure used in Texas. As the ECS report states:
Texas – The Texas Workforce Commission licenses all proprietary schools to operate in the state, including both degree-granting and nondegree-granting institutions. Under the authority of Chapter 132 of the Texas Education Code, this agency assumed jurisdiction and control of the system of proprietary schools effective March 1, 1996. The Texas Higher Education Coordinating Board divides oversight responsibility for all degree-granting institutions (public, private nonprofit and for-profit) between two divisions: Community and Technical Colleges (CTC) and Universities and Health-Related Institutions (UHRI). The CTC division oversees institutions offering two-year degrees: associate of applied arts and associate of applied science. The UHRI division oversees institutions offering four-year and graduate degrees.
(Education Commission for the States, 2000, p. 3)

What are the differences in regulatory approach taken toward the for-profit institutions? By again looking at the approach on Texas we can see a typical approach. The ECS report states that the Texas Coordinating Board takes this stance based on state statue.
Texas – Under Chapter 5, Subchapter K of the Texas Coordinating Board Rules, the process for obtaining degree-granting authority from the state is identical for both for-profit institutions and private nonprofit institutions of higher education. Under Chapter 12 of these same rules, the standards for curriculum and instruction for proprietary institutions seeking to award applied associates degrees are identical to those for public community and technical colleges in Texas.

     Some variation in the process exists to accommodate the fact that proprietary institutions do not receive state funding. Therefore, for example, less budget information is required of proprietary institutions, and duplication of existing programs is not prohibited. Additionally, proprietary institutions are assessed fees for both the application process and continuing operation of all approved degree programs.

(Education Commission for the States, 2000, p. 5)
A chapter by Prager in the Clowes and Hawthorne book addresses the various types of accreditation used by the for-profit schools. As they point out accreditation by a recognized agency became important after the passage of the amendments to the Higher Education Act in 1972. This was required to access federal funds provided as part of the legislation. Prager also points out the regional accreditation agencies use the same standards for the for-profit as they do for the non-profit institutions. (Clowes and Hawthorne 1995)
Chaloux also in the Clowes and Hawthorne volume discusses the extent of state oversight of this part of postsecondary education. As Chaloux says, “The role of the states in the oversight of postsecondary education resembles in many instances, a patchwork quilt. It is a quilt of fifty-one pieces (fifty states and the District of Columbia), each unique in structure and scope.” (Clowes and Hawthorne, 1995, p. 81)

Sperling and Tucker of the University of Phoenix point out several drawbacks to the current system of accreditation and regulation from their perspective as administrators of the University of Phoenix. Among many issues they raise is the problem faculty control of the curriculum causes for for-profit institutions. In their view centralized management of the institution by professional administrators is a superior approach, as it allows for rapid changes to be made as conditions change. (Sperling and Tucker 1997)

The restrictive approach taken by the regional accrediting bodies inhibits the responsiveness of these institutions to changing conditions. In the view of Sperling and Tucker the state regulators are no better at dealing with what they see as a new and dynamic higher education environment. In fact they believe the state regulators are the major impediments to the delivery of efficient and effective higher education. As they write, “Based on twenty-five years of experience dealing with licensing agencies in twenty-three states, we are confident in asserting that state regulation does more to restrain trade in higher education than either the accrediting associations or the federal government.” (Sperling and Tucker, 1997, p. 58)
Teachers are Professionals with Real World Experience
From the perspective of the for-profit institutions having a faculty made up of teachers with real world experience, who are employed on an at-will basis is an advantage. To the traditional sector institutions this is a distinct draw back. What does the literature say about this? Berg spends considerable time on this point as he discusses the organizational structure and what he terms creative tension in the for-profits. He begins this discussion by pointing out in relation to the University of Phoenix that:
Although in recent years it has created a network of curriculum chairs, roughly equivalent to department chairs in traditional institutions, the power and authority of faculty members are nothing like that found at traditional institutions. The University of Phoenix is essentially a collection of adjunct faculty (labeled “practitioner faculty”) who work on course-by-course contracts.
(Berg, 2005, p. 109)
Certain changes to the typical way of developing and delivering courses are incumbent in a system that relies wholly or partly on part-time faculty. The general term for this is unbundling. In the unbundled approach the curriculum is developed centrally. The deliver of the material is then the responsibility of the faculty at each location. The degree to which the faculty can alter and adjust the delivery depends on the institution. The University of Phoenix is moving toward less and less discretion in this regard, whereas DeVry University leaves much of this up to the local faculty members. (Berg 2005)
The main reason cited by the for-profits for using practitioner faculty is as stated by a University of Phoenix administrator as quoted by Berg, “An adult who goes back to school doesn’t want to learn about business from somebody who has never been in business. They want to know that this person really understands how theories work in the real world.” (Berg, 2005, p. 153)

Sperling and Tucker discuss this new form of faculty as well in their book. This book is from two principles in the University of Phoenix. They explain the rational behind this approach. (Sperling and Tucker 1997) Other authors such as Kinser in 2002 and Newton also in 2002 describe this model of the professional faculty commonly used by the for-profit schools. (Kinser 2002, Newton 2002)

Armstrong believes by centralizing these functions this model is highly scalable. This will allow the for-profit institutions to compete in every market worldwide. (Armstrong 2001)

Ruch devotes a chapter on the academic culture of the for-profit sector in comparison to nonprofit schools. The major differences he describes include the at-will employment, the strength of the administration, the centralized management of the curriculum, the relative unimportance of faculty ranks, and the need for practical experience. (Ruch 2001)
Paying for College

How students will pay for college and whether they will default on any loans taken out for this purpose is a common theme in news articles on this sector of education. It is less so in the research on for-profits. However, some work along these lines has been done. For example, The Futures Project reports these numbers based on a U.S. Education Department report.
	
	1995 Borrower Default Rate
	1996 Brower Default Rate
	1997 Borrower Default Rate

	Type of Institution
	
	
	

	Public 4-year
	7.1%
	7.0%
	6.8%

	Public 2-year
	14.2
	13.2
	12.7

	Private 4-year
	6.9
	6.5
	5.8

	Private 2-year
	14.4
	14.0
	12.1

	Proprietary (all)
	19.9
	18.2
	15.4

	    4-year plus
	15.6
	14.8
	13.1

	    2-4 years
	17.8
	16.7
	14.2

	    Less than 2-years
	23.6
	21.6
	18.2


(The Futures Project, 2000, p. 17)

As this chart shows the rates of default are higher for the proprietary sector. However, these figures include all levels of for-profit institutions. The schools of interest in this proposed study have better overall rates as reported on the next page of The Futures Project report.

	Name of Institution
	Default Rate

	Apollo Group
	5.8%

	Edutrek, Int’l
	13.7%

	Strayer Education
	15.2%

	Career Education
	15.8%

	Education Mngt.
	16.6%

	Computer Learning
	16.6%

	DeVry
	17.0%

	ITT Education
	17.2%

	Avg. for US Proprietary Institutions
	18.2%


(The Futures Project, 2000, p. 18)

Phipps, Harrison, and Merisotis also discuss how students attending for-profit schools pay for their classes. As they point out these types of students are much more likely to utilize some form of financial aid than are other students, especially at those schools that are less than four-year programs. (Phipps, Harrison, and Merisotis 2000)
Alexander in a comprehensive discussion of the development of financial aid policies also points out the higher rate at which for-profit school students utilize financial aid.  Alexander puts this figure at 63% for dependent students attending private for-profit institutions versus 49% percent of students in non-profit institutions. (Alexander 2002)
Completion Rates of Students
Most studies, such as Moore, report completion rates as comparable or better for proprietary students when compared to public and private non-profit schools. (Moore 1995) Most of these studies relate more to vocational students than the regionally accreditated, degree granting institutions.
A report from The Futures Project on for-profit higher education has some figures specific to the regionally accredited, degree granting part of for-profit postsecondary education. They report higher certificate or degree attainment rates for for-profit students when compared to students in public institutions. For public institutions after three years only 10 percent had earned a certificate or an associate degree. Whereas, for-profit institutions reported a 40 percent attainment rate for earning a certificate or degree. The authors point out that some of this difference may be due to public institution students having transferred to a four-year institution. (The Futures Project 2000)

Badway and Gumport using both the data from The Futures Project and from IPEDS state that “more for-profit than public students complete their degrees or certificates.” (Badway and Gumport, 2001, p. 17) Badway and Gumport are uncertain as to the reason for this. They suggest it may be due to one or more of; lower standards, greater initial selectivity, or better service. (Badway and Gumport 2001)
For-Profits Will Compete With Community Colleges and Other Institutions
Lloyd Armstrong in “A New Game in Town” argues that a fundamental change in who delivers higher education and how higher education is delivered is occurring now. Armstrong points out that competition among the traditional providers of higher education has been rather genteel. This competition to date has been on the athletic field, for students, for faculty, and for grants. None of this competition causes any fundamental changes in the institutions themselves. (Armstrong 2001 p. 479) Armstrong argues that this is changing. One of the factors driving this change is for-profit higher education. Armstrong believes for-profit providers are well positioned to compete with even the top level research universities due to the approach they take to higher education. As Armstrong points out the for-profits focus on education. The aspects of higher education commonly seen at the traditional schools that do not directly relate to education are omitted. The focus is on the student. (Armstrong 2001)
Will this competition from for-profit providers be limited to the research universities? Several authors think not. Boggs, et al., Doucette, Bender, Winston, Farmer and O’Lawrence, Outcalt and Schirmer, Badway and Gumport, and Zeiss all address the impact of for-profit providers on the community college sector. They conclude these providers will significantly impact the mission, scope of offerings, and enrollment of community colleges. (Badway and Gumport 2001, Doucette 1998, Farmer and O’Lawrence 2002, Outcalt and Schirmer 2003, Winston 1999, Zeiss 1998)
Farmer and O’Lawrence attempt to downplay this impact by comparing community colleges to that part of the for-profit sector commonly called trade schools. But the mere existence of their research and the reason cited for subsequent publishing of the article speak to the concern in the community college ranks. As the authors note, “The problem of this study was based on a need in Pennsylvania to provide legislators and educational leaders with appropriate information to make intelligent decisions on the management of postsecondary technical education because of the urgency for more accountability.” (Farmer and O’Lawrence, 2002, p. 5)

Zeiss on the other hand believes the for-profits will constitute a significant threat to community colleges. He writes, “Yes, there is competition for community colleges, and it’s spelled with a capital ‘P’ for proprietary colleges.” (Zeiss, 1998, p. 8) Berg on the other hand quotes the founder of the University of Phoenix, John Sperling who believes they are not competing as much as expanding the market. Berg quotes Sperling as saying, “We create new markets that they haven’t touched. So if you look at a graph of our enrollment versus the enrollment in traditional education, the overlap is about 15 percent at most.” (Berg, 2005, p. 94)
Badway and Gumport point out that most community college staff do not perceive the for-profits as representing a significant threat to the community colleges. This is due to the community college staff’s view that the for-profit schools are of lower quality and only offer a limited curriculum. Badway and Gumport suggest this is due more to lack of knowledge on the part of the community college staff, than any analysis that they have performed. (Badway and Gumport 2001)

Focusing on the economic impact of the higher education market Collis believes that for-profit providers will impact all sectors of higher education. With education constituting close to 10 percent of gross domestic product, this is too large of a segment of the economy to remain untouched. Collis sees the over $260 billion higher education sector changing in the same manner as did the health care industry. (Collis 2001) Collis sees it developing in this way.
Together, changing demand and new technology will open the floodgates to private capital in much the same way that the healthcare sector has been inundated over the last 30 years. In 1966, healthcare accounted for eight percent of GDP but only three percent of private sector gross fixed capital formation. By 1996 healthcare’s share of GDP had increased to 14 percent, while its share of private sector capital formation has also reached 14 percent. Today, higher education accounts for about three percent of GDP, but less than 0.1 percent of private sector capital formation.
(Collis, 2001, p. 13)
In contrast to Collis, Winston sees the for-profits having a significant impact on only part of the higher education sector and none on the rest. Winston argues that, “those schools with meager donative resources that give their students quite modest subsidies” will be most affected. The wealthier, higher-subsidy schools will be less affected.” (Winston, 1999, p. 18) This is due, according to Winston, to the ability of the for-profits to deliver education at a lower cost than traditional schools, while still making a profit

Breneman does not see any risk of competition from the for-profit providers. Instead he sees them extending the size of the overall market by bringing in students that would otherwise never be attracted to higher education. He further believes the higher education market is a mature industry with little room for growth in the number of institutions. (Breneman 2005)
The U.S. higher education market is not the only one where privatization is expected to have an impact. Chipman discusses the role of for-profit higher education in Australia as does Sinclair. (Chipman 2002, Sinclair 2003) Levy points out the increase in privatized higher education in other countries such as South Africa, Brazil, China, Jordon, Malaysia, the Philippines, and Ukraine. (Levy 2002) Newman, Couturier, and Scurry also detail the growing penetration of private education institutions in general around the world and the for-profit sector in particular. (Newman, Couturier, and Scurry 2004) McCowan discusses the impact of the profit incentive in higher education in Great Britain. (McCowan 2004)
Gary A. Berg in Lessons from the Edge: For-Profit and Nontraditional Higher Education in America argues that we may be seeing a fundamental change in the way higher education is carried out in America, if not worldwide. According to Berg several factors beginning with the G.I. Bill to the Higher Education Act of 1965 have resulted in higher education being opened wider to minorities, women, and lower economic class students.  To Berg a shift to for-profit based higher education may be taking place right now. He writes:
Perhaps the approaches that for-profit institutions such as the University of Phoenix and DeVry University take are occurring at the right time and place. We may look back fifty years from now and say that these nontraditional institutions changed higher education at the turn of the century and led the way to important and necessary changes.
(Berg, 2005, p. 1)
Fraud in Enrollment

Several articles and studies have pointed out the problem the for-profits have had with marketing and enrollment practices. (Badway and Gumport 2001, Moore 1995, Ruch 2001) This problem includes not just the vocational schools, but has touched some of the degree granting schools as well. (Moore 1995) An example of this is from an article by Moore. He notes that:

During the 1980s and into the 1990s, proprietary schools were the focus of a series of media exposes in major newspapers such as the Los Angeles Times and television shows such as 60 Minutes. Controversy focused largely on allegations that schools enrolled disadvantaged students who were heavily subsidized by federal student aid and failed to deliver training of any value, leaving students saddled with student loans and no marketable skills.
(Moore, 1995, p. 61)
Badway and Gumport point out that this problem produced a change in the regulations governing this sector’s use of government funding by establishing stricter eligibility requirements for using Title IV loan funds, an increase in the minimum length of programs, more stringent recruiting and admission practices, and more difficult accreditation standards. (Badway and Gumport 2001)

Ruch, an administrator at one of the for-profit institutions, acknowledges that there is a constant tension between the two sides of the for-profit postsecondary institution; one side seeks to increase shareholder value, while the other side seeks to produce the educated person. To balance these two forces the for-profit schools are faced with a constant tension between the two sides. (Ruch 2001) Berg points this problem out as well. (Berg 2005)
Conclusion

What has been the overall result of these trends revealed by this literature review? To Grubb and Lazerson the result is seen in the title of their recent article in The Journal of Higher Education titled “Vocationalism in Higher Education: The Triumph of the Education Gospel”. (Grubb and Lazerson 2005) In this article they discuss the shift of higher education to a focus on occupational or as they prefer to call it professional education. This terminology is to distinguish this from lower-level vocational education such as that discussed by Farmer and O’Lawrence. This difference in emphasis is to point out that while vocational education focuses solely on job skills, professional education also covers those elements thought necessary for a well rounded education, such as moral, civic, and intellectual development in the student. To Grubb and Lazerson this shift in emphasis has lead to the rise of a new type of higher education institution. As they say this is a, “second-tier, comprehensive public university, especially attentive to regional labor market demands and to those occupations that gain social status by being embedded in a university program.” (Grubb and Lazerson, 2005 p. 7)

Grubb and Lazerson may think they are describing publicly funded universities, but they could not have written a better description of what the for-profit universities are doing as well. The key point is the rise of professional education that is oriented toward job skills. For-profit higher education institutions are well suited to address this need.
Notice that none of the literature reviewed here has addressed a fundamental question concerning the study of for-profit higher education. That question is who is studying for-profit higher education? Further, how should the study of for-profit higher education be carried out? If this is an emerging specialty in higher education, it should be examined on a continuing basis. Thus this literature review demonstrates the need for a study such as the one proposed here.
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