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 ƴ !ƳŜǊƛŎŀ ƛǎ ŀǘ ŀ ŎǊƻǎǎǊƻŀŘǎ ǿƛǘƘ ǊŜǎǇŜŎǘ ǘƻ Ƙƻǿ ǘƘŜ ƴŀǘƛƻƴΩǎ ƘƛƎƘŜǊ ŜŘǳŎŀǘƛƻƴ ǎȅǎǘŜƳ 
will ŀŘŀǇǘ ǘƻ ƳŜŜǘ ǘƘŜ ƴŜŜŘǎ ƻŦ ǘƻŘŀȅΩǎ ƭŜŀǊƴŜǊǎ. At Apollo Group, we are concerned 
that the country will not meet the national education goals set forth by President Obama 
without an adaptable postsecondary system that operates differently than it has in the 
pastςa system that embraces diversity and innovation. 

ƴ More Americans than ever need a college degree and are seeking access to higher 
education. Jobs today require higher education, yet out of 132 million people in the 
labor force, more than ул Ƴƛƭƭƛƻƴ ŘƻƴΩǘ ƘŀǾŜ ŀ ōŀŎƘŜƭƻǊΩǎ ŘŜƎǊŜŜΣ ŀƴŘ 50 million adults 
have never even started college. These individuals are increasingly looking for ways to 
remain competitive and advance in their careers ƛƴ ǘƻŘŀȅΩǎ Ǝƭƻōŀƭ ŜŎƻƴƻƳȅ.  

ƴ Those seeking access to higher education are less prepared than in the past and require 
greater support. High school dropout rates are now approximately 55% in many major 
cities like New York and Los Angeles. Even more concerning, many students who do 
graduate cannot perform at the twelfth grade level in reading or math.   

ƴ hǾŜǊ тл҈ ƻŦ ǘƻŘŀȅΩǎ ǎǘǳŘŜƴǘǎ ŀǊŜ ƴƻǿ ŎŀǘŜƎƻǊƛȊŜŘ ŀǎ άƴƻƴ-ǘǊŀŘƛǘƛƻƴŀƭέ ǎǘǳŘŜƴǘǎΦ Our 
ŎƻƭƭŜƎŜǎ ŀƴŘ ǳƴƛǾŜǊǎƛǘƛŜǎ Ƴǳǎǘ ƳŜŜǘ ǘƘŜ ƴŜŜŘǎ ƻŦ ǘƻŘŀȅΩǎ ƭŜŀǊƴŜǊǎ who have families and 
professional obligations that make it incrementally challenging to pursue a college 
degree.  

ƴ Traditional colleges and universities are the backbone of the U.S. higher education 
system, but they alone cannot meet the ŎƻǳƴǘǊȅΩǎ needs. This system, which is exclusive 
by design, was built to meet the needs of a different era when only a small portion of the 
ƴŀǘƛƻƴΩǎ ǿƻǊƪŦƻǊŎŜ ƴŜŜŘŜŘ ŀ ŎƻƭƭŜƎŜ ŘŜƎǊŜŜ. ¢ƻŘŀȅΩǎ Ǝƭƻōŀƭƭȅ competitive, knowledge-
based economy requires a more broadly educated society.  

ƴ President Obama has set forth three important goals for the U.S. higher education 
system which are critical to the country regaining its standing as a global leader in 
education. On a sobering note, we estimate that without proprietary schools, meeting 
these goals would cost U.S. taxpayers more than $800 billion over the next ten years.  

ƴ Accredited, degree-granting proprietary institutions, which have been a strong source 
of innovation, play a critical role in the future of education. These institutions provide 
access to students who previously have been left behind by or excluded from the 
traditional higher education system. Well managed proprietary institutions can meet the 
demand for education at a significantly lower cost to society.  

ƴ At Apollo Group, we strive to demonstrate responsible, ethical leadership in higher 
education. We agree that thoughtful and consistent regulation is critical to the future 
success of the higher education system. Apollo Group is focused on ensuring regulatory 
compliance at University of Phoenix and our other institutions, providing robust student 
protections for our current and prospective students, and delivering quality educational 
offerings ǘƻ ǘƻŘŀȅΩǎ ƴƻƴ-traditional learners.  

   
Legal Disclosure:  The statements and claims made are the position of Apollo Group, Inc. based on information and analysis from various 
sources referenced in the Appendix of this report, including the U.S. Department of Education, various independent third-parties, and 
Apollo Group company data. For more information, please refer to the Appendix of this report.  
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Executive Summary 
  

 
What kind of nation will we be a decade or two from now? Will our system of higher 
education be the bridge that takes us to a safer, stronger future, or will it be a burden that 
holds us back? We will address these questions in this report. 

--- 

At Apollo Group, we believe America is at a crossroads with respect to the future direction of 
higher education. We find ourselves at a point in time when weτas a nation, as citizens, as 
policy makers and as leaders in educationτmust make a choice between defining ourselves 
as a nation in the 21

st
 century with a limited, educated elite class who enjoy the benefits of a 

college degree (and all of the corresponding professional, financial and personal benefits that 
a degree brings) or a society with a broadly educated, productive and globally competitive 
workforce.  

The choice is clear. It is imperative to recognize that the world and the labor force of today is 
much different than the one of a century ago when much of the traditional higher education 
system was established and when the United States was still a largely agrarian economy, or 
even several decades ago when it was the ǿƻǊƭŘΩǎ manufacturing powerhouse.  

Salient evidence supports this position. In 1950 (when the U.S. economy was largely driven by 
manufacturing and assembly line workers) only about 20% of jobs required a skilled or 
educated worker. Today, with knowledge as the backbone of our information-based 
economy, more than 60% of jobs require advanced skills training or education.

 1
 And not 

surprisingly, it is expected that the fastest growing jobs in the coming decade will require a 
college level degree or higher.

 2
  

As a result, more Americans than ever need a college degree and are seeking access to higher 
education in order to remain competitive and advance in their careers. However, despite the 
shift in educational requirements for jobs over the years, currently only 35% of American 
workers over the age of 25 have achieved a four-year degree. There are approximately 132 
million Americans in the U.S. labor force over the age of 25, of whom over 80 million do not 
ƘŀǾŜ ŀ ōŀŎƘŜƭƻǊΩǎ ŘŜƎǊŜŜΦ ²ƘŀǘΩǎ ǿƻǊǎŜΣ 50 million Americans have never started college 
and more than 30 million have never completed their degree.

 3
 According to the World 

Economic ForumΩs Global Competitiveness Report, the U.S. has lost its number one 
competitive ranking in the world.

 4
 

Recognizing this problem, the Obama administration last year set forth three important goals 
for the U.S. higher education system

5
 that are critical to the country regaining its standing as a 

leader in education and to remain competitive in an increasingly global economy. Those goals 
include: 

ƴ To have every American receive at least one year of college education; 

ƴ To once again have the highest graduation rate among developed countries by 2020; and 

ƴ To encourage lifelong learning. 

We applaud these goals and agree with the PresidentΩǎ recognition of the importance of 
fostering a broadly educated society in order to keep America competitive as a nation.  

--- 

Unfortunately, the country faces numerous challenges in achieving these goals. 

First among them is a K-12 system that is not preparing students for college-level study as 
well as it once did. The nationwide dropout rate of high school students in 2008-2009 was 

  

 

 

 

 

ά[Ŝǘ ƳŜ ōŜ ŎǊȅǎǘŀƭ ŎƭŜŀǊΥ ŦƻǊ-

profit institutions play a 

vital role in training young 

people and adults for jobs.  

They are critical to helping 

America meet the 

President's 2020 goal.  They 

are helping us meet the 

explosive demand for skills 

that public institutions 

Ŏŀƴƴƻǘ ŀƭǿŀȅǎ ƳŜŜǘΦά 

 - Secretary of Education 

Arne Duncan, May 11, 2010 

 

 

 

 

 

 

 

 

 

 

 

άAt the start of my 

administration I set a goal 

for America: by 2020, this 

nation will once again have 

the highest proportion of 

college graduates in the 

world. We used to have 

that. We're going to have it 

again. ά 

- President Barack Obama, 

July 14, 2010 
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approximately 30% and it was significantly higher in major urban areas, reaching 55% in both 
New York City and Los Angeles.

 6
  Equally striking, of students who make it to the twelfth 

grade, 65% of them cannot read at a twelfth grade level and 77% are not proficient in math at 
a twelfth grade level.

 7
   

Despite the U.S. spending more on K-12 education per pupil than almost any other country,
 8
 

deficiencies at the K-12 level have caused the U.S. position in international testing to slip 
when compared to other nations, and we now rank 21

st
 out of 30 OECD (Organization for 

Economic Co-operation and Development) countries in science scores and 25
th
 out of the 

same 30 countries in math scores (both measured at age 15).
 9
 

In addition to more students being inadequately prepared for college-level study, increasing 
numbers of working learners who never started or never completed their college education 
(many of whom have not been in a classroom environment in years) are now recognizing the 
need for a college degree in order to retool their skills or advance in their careers.    

Both of these factorsτa greater number of less prepared high school graduates and a greater 
number of working adults now looking to attain a degreeτare placing burdens on a higher 
education system that was not built to accommodate the needs of these individuals. And 
these burdens come at a time when public funding for higher education is under pressure and 
budgets and capacity are being cut at traditional schools. Without the skills essential to a 
knowledge-driven economy, America will continue to lose ground in its economic 
competitiveness.  

--- 

At Apollo Group, we are concerned that our country will not meet the national education 
goals set forth by the President without a postsecondary system that can serve the needs of 
more non-traditional students than was originally intended. 

Traditional schoolsτpublic and independent private colleges and universitiesτare the 
backbone of the U.S. higher education system, but they alone cannot meet the demands of 
our society. We believe innovation and new alternatives are required to adapt to our rapidly 
changing world. 

Lƴ ƻǊŘŜǊ ǘƻ ƳŜŜǘ Ƨǳǎǘ ƻƴŜ ƻŦ tǊŜǎƛŘŜƴǘ hōŀƳŀΩǎ ƴŀǘƛƻƴŀƭ ŜŘǳŎŀǘƛƻƴ Ǝƻŀƭǎτensuring that every 
American receives one year of collegeτwe estimate it would require the traditional 
education system to provide access to more than 50 million first-time students, hire and train 
500,000 new faculty members, create 1-2 million additional classes, and build the equivalent 
of thousands of new colleges and universities.

 10
 Furthermore, we estimate that utilizing 

public institutions alone would cost the taxpayers more than $800 billion over the next ten 
years to educate the additional 13.1 million graduates necessary to meet President 
hōŀƳŀΩǎ goal of America once again having the highest graduation rate among developed 
countries by 2020.

 11
 

Achieving this feat would be monumental in itself, but to do so at a time when traditional 
ǎŎƘƻƻƭǎΩ ǊŜǎƻǳǊŎŜǎ ŀǊŜ ǳƴŘŜǊ ǇǊŜǎsure makes the task a near impossibility. Thirty-nine states 
have cut funding to public colleges and universities in the past year alone

12
 and schools are 

being forced to cut faculty positions and student seat capacity just to remain viable.   

--- 

Accredited, degree-granting proprietary institutions (also known as for-profit institutions) 
play a critical role in the future of education by providing access to students who previously 
have been left behind by or excluded from the traditional higher education system in the U.S. 
¢ƻŘŀȅΩǎ ǎǘǳŘŜƴǘǎ ƘŀǾŜ families and professional obligations that make it challenging to pursue 
a college degree and successfully make it through to graduation. Already, 73% of U.S. 
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students are classified as non-traditional by the Department of Education,
 13

 meaning they 
have risk factors that make it more difficult to reach graduation, such as working while 
attending school or having dependents of their own. Proprietary institutions like University of 
Phoenix (a subsidiary of Apollo Group) ŀǊŜ ƳŜŜǘƛƴƎ ǘƘŜ ƴŜŜŘǎ ƻŦ ǘƻŘŀȅΩǎ ǿƻǊƪƛƴƎ ƭŜŀǊƴŜrs, and 
students are responding to the value proposition of this educational offering. We do this by 
providing flexible scheduling, a choice of online or campus-based classrooms, small class 
ǎƛȊŜǎΣ ŘŜƎǊŜŜ ǇǊƻƎǊŀƳǎ ǊŜƭŜǾŀƴǘ ǘƻ ǘƻŘŀȅΩǎ ǿƻǊƪŦƻǊŎŜΣ ŦŀŎǳƭǘȅ ǿƘƻ have professional 
experience in their field of instruction, and high levels of student support to help students 
succeed. These adaptations and innovations have enabled University of Phoenix to provide 
strong academic outcomes as well as career enhancement opportunities to students who in 
many cases carry a higher level of educational risk as defined by the Department of 
Education. This does not mean that these students are less talented or incapable of learning, 
ōǳǘ ǊŀǘƘŜǊ ƛǘΩǎ ŀ ǊŜŎƻƎƴƛǘƛƻƴ ǘƘŀǘ ǎƻƳŜǘƛƳŜǎ ƭƛŦŜ ƎŜǘǎ ƛƴ ǘƘŜ ǿŀȅΦ 

Funding for education is provided directly to students, and students are choosing to attend 
certain proprietary institutions because of the factors mentioned above. By questioning 
whether proprietary institutions are the recipients of too much financial aid funding, critics 
are actually questioning whether non-traditional and socioeconomically disadvantaged 
individuals deserve the right to have access to the same student financial aid funds, and thus 
access to an education, as more affluent students do. If we are to meet any of President 
hōŀƳŀΩǎ ƎƻŀƭǎΣ ǿŜ ōŜƭƛŜǾŜ ǘƘŜ ŀƴǎǿŜǊ Ƴǳǎǘ ōŜ ȅŜǎΦ 

It is important to note that proprietary institutions do not burden the taxpayer nearly as 
much as traditional publicly funded or independent private universities, as they do not 
receive direct state subsidies and do not benefit from tax-free endowment contributions. 
Rather, proprietary institutions pay significant taxes back to the public coffers. We estimate 
the annual net cost to society, inclusive of defaults on student loans, is approximately $1,509 
per student at University of Phoenix compared with a cost of $7,051 per student at 
independent private institutions and $11,340 per student at public institutions.

 14
 Given these 

figures, we estimate that having a properly regulated and healthy proprietary postsecondary 
education system in this country would allow the President to reach his higher education 
goals while spending less than half the $800 billion necessary to do the same thing through 
the traditional college system alone.

 15
 

--- 

Apollo Group is playing a leadership role in higher education, and we are proud of our 
heritage in helping to pioneer higher education for the working learner over 35 years ago, 
followed by the introduction of online education over 20 years ago. In addition, we are 
currently investing hundreds of millions of dollars into the next-generation of learners by 
developing a world-class adaptive learning platform designed for the classroom of tomorrow.  

Critics of the proprietary postsecondary sector have raised concerns about industry recruiting 
practices, student outcomes and student debt levels. While Apollo Group and University of 
Phoenix strive for excellence in all of these areas, we recognize that we can continue to 
improve. In this paper, we discuss some of the misperceptions about University of Phoenix 
and our students, as well as some of the initiatives we have undertaken to deliver continued 
improvement. Importantly, we are committed to delivering a quality education to those who 
are willing to work hard enough to realize its benefits. Recognizing that we were experiencing 
an increasing number of students who were less prepared for the rigors of our degree 
programs, in early 2009 University of Phoenix began testing and recently announced the full 
implementation of a University Orientation program. This three week program will be offered 
at no cost to students and is designed to ensure that prospective students understand the 
time and commitment required to be successful in our rigorous programs of study prior to 

 

 

 

 

 

 

 

 

 

άIf you are low income in 

the United States, you have 

a higher chance of going to 

jail than you do of getting a 

four-year degree. ά 

- Bill Gates, February 5, 

2009 
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enrolling in our University. This is especially important as it allows students to make a fully 
informed decision about attending our University before taking on college debt.  

Apollo Group and University of Phoenix strive to always act in the best interests of our 
students. Our goal is to help educate some of the 50 million Americans in our labor force 
today who have never attempted college either because they ŘƛŘƴΩǘ ǊŜŀƭƛȊŜ ƛǘ ǿŀǎ ŀǾŀƛƭŀōƭŜ ǘƻ 
ǘƘŜƳ ƻǊ ŘƛŘƴΩǘ ǘƘƛƴƪ ƛǘ ǿŀǎ ǇƻǎǎƛōƭŜ. And, importantly, we understand that simply enrolling 
students for the sake of financial gains will never prove successful in the end. Why? Because 
we believe that only by consistently providing a strong value proposition to our students can 
our shareholders generate sustainable returns over timeΦ LǘΩǎ ǘƘŀǘ ǎƛƳǇƭŜΦ   

¢ƻ ǘƘŀǘ ŜƴŘΣ ǿŜΩǾŜ ƛƳǇƭŜƳŜƴǘŜŘ ŀ series of additional student protections including financial 
literacy tools such as our Responsible Borrower Calculator, which encourages students to 
borrow only the amount they need for their education. Critics are right to point out that the 
cost of college has increased dramatically over the past several decades, causing students in 
certain institutions to take on unusually high levels of debt. At University of Phoenix, the 
majority of our degree granting programs are either at or below the federal Title IV loan limits 
set by Congress.  And, importantly, ŘŜǎǇƛǘŜ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ǿŜ Ŏŀƴƴƻǘ ǊŜǎǘǊƛŎǘ ŀ ǎǘǳŘŜƴǘΩǎ ŀōƛƭƛǘȅ 
to borrow up to the federally set Title IV limits, total student debt levels at University of 
Phoenix are within national averages when compared to both public and independent private 
four-year colleges and universities. 

Robust and enforced regulatory compliance is critical to the future of any university, and our 
universities are no exception. Our students have access to a compliance hotline 24 hours per 
day, and we monitor over 30,000 conversations per day between our current as well as 
prospective students and our counselors. To further reinforce that our counselors are not 
pressured in any way to enroll a student who is not ready or prepared for University of 
Phoenix, we have announced that a new evaluation and compensation plan for our 
counselors will be rolled out University wide beginning this fall. In this new plan, no part of a 
ŎƻǳƴǎŜƭƻǊΩǎ compensation will have any link to the number of students they enroll at our 
University. Rather, our counselors will be evaluated on and compensated for always acting in 
the best interest of the studentτessentially, advising the student the way they would a 
brother, sister, son, daughter, or close friend. We feel strongly that the new plan will further 
solidify our goal of always putting the student first.  

At Apollo Group, we strive to demonstrate responsible, ethical leadership in higher education. 
We recognize that it ƛǎ !Ǉƻƭƭƻ DǊƻǳǇΩǎ ǊƻƭŜ ǘƻ ŜƴǎǳǊŜ regulatory compliance at University of 
Phoenix and our other institutions. To help ensure this, we have a large dedicated team of 
full-time compliance professionals at Apollo Group.  Compliance starts at the top, and we are 
striving to be the best in this critical area. Further, on occasions where we find mistakes or 
compliance violations, we strive to handle them with the urgency, care and attention they 
deserve.     

--- 

Above all, University of Phoenix ƛƴǾŜǎǘǎ ƘŜŀǾƛƭȅ ƛƴ ƛǘǎ ǎǘǳŘŜƴǘǎΩ ŜŘǳŎŀǘƛƻƴ ŀƴŘ ǎǘǳŘŜƴǘ 
services, as well as in building the learning environment of tomorrow. Educational and 
instructional spending is by far our highest category of expenditure, while our marketing costs 
to enroll a new student are generally in-line with the average of all schools in the U.S.

16
 

Ultimately, the value of the education we deliver to our students is the determinant of the 
long-term success of our institution, as positive outcomes yield success for our graduates. The 
University delivers value to its students and transparently publishes its outcomes so that 
students can make informed decisions. We are proud of our record and highlight the 
following achievements: 
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ƴ University of Phoenix students enter with lower average assessment scores than the 
national average but substantially close that gap by their senior year, meaning they 
demonstrate a greater rate of learning compared to national averages;

 17
 

ƴ University of Phoenix associate students graduate at a slightly higher rate than the 
national average, and ōŀŎƘŜƭƻǊΩǎ students graduate below the national average owing, in 
part, to the greater numbers of risk factors (as defined by the Department of Education) 
that non-traditional students like ours exhibit;

 18
 

ƴ University of Phoenix studentsΩ ǘǿƻ-year loan default rate for the 2008 cohort is 
estimated to be just 6.7% on a dollar-based calculation;

 19
 

ƴ For students who have graduated with a University of Phoenix degree, we estimate our 
cumulative default rate is less than 1% (using the official 2005, 2006 and 2007 cohort 
files);

 20
 and  

ƴ University of Phoenix students realize average increases in annual compensation of 8.5% 
ŦƻǊ ōŀŎƘŜƭƻǊΩǎ ƎǊŀŘǳŀǘŜǎ ŀƴŘ фΦт҈ ŦƻǊ ƳŀǎǘŜǊΩǎ ƎǊŀŘǳŀǘŜǎ ŘǳǊƛƴƎ ǘƘŜ course of their 
program compared to the 3.8% national average increase during that same period.

 21
 

---  

In today's world we need on-demand, rapidly deployed, effective education. Today's working 
learners need industry-adaptive faculty and curriculumτfaculty who are active in their fields 
of instruction and teach curriculum that can immediately be applied in the workforce. 
Educational programs need to prepare students for today's economy, not the economy of 
yesterday. 

By providing an accessible, high quality education, University of Phoenix is producing 
successful outcomesςgraduates who are better positioned to enjoy the professional, financial 
and personal benefits that a degree brings, as well as a more educated, competitive society as 
a whole.  

Through a framework of thoughtful and consistent regulation, well managed proprietary 
colleges and universitiesτthose that are committed to responsible, ethical practices and 
regulatory complianceτplay a vital role in the futurŜ ƻŦ !ƳŜǊƛŎŀΩǎ ƘƛƎƘŜǊ ŜŘǳŎŀǘƛƻƴ ǎȅǎǘŜƳΣ 
helping it to rise to the challenge of meeting the needs of the millions of non-traditional 
ƭŜŀǊƴŜǊǎ ŀƴŘ ǇǊƻŘǳŎƛƴƎ ǘƘŜ ƎǊŀŘǳŀǘŜǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ŀŎƘƛŜǾŜ ǘƘŜ ƴŀǘƛƻƴΩǎ ǎƘŀǊŜŘ ŜŘǳŎŀǘƛƻƴŀƭ 
and economic goals. Apollo Group is committed to leading the nation towards this future. 
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The Current State of Higher Education   
  

 

We believe America is at a crossroads with respect to the future direction of higher education 
in this country. We are standing at a point in time when weτas a nation, as citizens, as policy 
makers and as leaders in educationτmust make a choice. We must either define ourselves as 
a nation with only a small, educated elite class who enjoy the benefits of a college degree 
(and all of the corresponding professional, financial and personal benefits that it brings) or as 
a society with a broadly educated, productive and globally-competitive workforce.  

--- 

Why Does Higher Education Matter?  

Lƴ ŎŀǎŜ ǘƘŀǘ ŎƘƻƛŎŜ ƛǎƴΩǘ ŎƭŜŀǊΣ ƛǘ ƛǎ ƛƳǇŜǊŀǘƛǾŜ ǘƻ ǊŜŎƻƎƴƛȊŜ ǘƘŀǘ postsecondary education 
brings considerable benefits to both individuals who attain higher degrees, as well as society 
as a whole. Individuals benefit from greater professional opportunity, higher earnings 
potential and a lower incidence of unemployment.

 22
 

Exhibit 1: Unemployment Rate and Earnings by Level of Educational Attainment 

 

Source: Bureau of Labor Statistics, Current Population Survey. Data are 2009 annual averages for persons 

age 25 and over. Earnings are for full-time wage and salary workers. 

Society as a whole benefits from widespread productivity increases, a higher tax base at the 
local, state and federal levels from increased earnings, and reduced dependence on public 
assistance programs, according to the College Board report Education Pays.

 23
 

--- 

Can the Higher Education System Stand Still When the World is Changing Around 
It?  

Despite the obvious personal and societal benefits of higher education, it is imperative to 
recognize that the world and the labor force of today is much different than the one of a 
century ago. The traditional higher education system was originally established when the 
United States was still a largely agrarian economy and thrived as America became the 
manufacturing powerhouse of the world. The world, and our economy, has changed 
significantly.  
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Consider a few facts. In 1950 (when the U.S. economy was largely driven by manufacturing 
and assembly line workers) only about 20% of jobs required a skilled or educated worker. But 
the days when an individual could raise a family on an unskilled manufacturing or assembly 
line job are in rapid decline. Today, with knowledge as the backbone of our information-
based economy, more than 60% of jobs require advanced skills training or education.

 24
 

Exhibit 2: Jobs of the Past versus Today 

 

Source: Milken Institute, 2010 Global Conference. 

And not surprisingly, it is expected that the fastest growing jobs in the coming decade are 
those that will require a college level degree or higher.

 25
  

Exhibit 3: Future Job Growth by Education Level (2008-2018) 

 

Source: U.S. Bureau of Labor Statistics, Occupational Outlook Handbook, 2010-11 Edition. 

As a result, more Americans than ever need a college degree and are seeking access to higher 
education in order to remain competitive and advance in their careers. However, despite this 
shift, currently only 35% of American workers have achieved a four-year degree. The 
remaining two-thirds of all U.S. workers over the age of 25 (more than 80 million people in 
the labor force today) do not have a four-year degree. Of those individuals, approximately 50 
million never started college and an additional 30+ million never completed their degree.

 26
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Exhibit 4: Educational Attainment of the U.S. Labor Force 
(132 million workers over 25 years of age) 

 

Source: U.S. Bureau of Labor Statistics, Current Population Survey. 

Importantly, tƻŘŀȅΩǎ ƪƴƻǿƭŜŘƎŜ-based jobs are portable across geographic boundaries. If 
American workers do not have the necessary education and skills to meet the job 
requirements, it is likely someone else will. Unfortunately, according to the World Economic 
CƻǊǳƳΩǎ Dƭƻōŀƭ /ƻƳǇŜǘƛǘƛǾŜƴŜǎǎ wŜǇƻǊǘΣ ǘƘŜ ¦Φ{Φ Ƙŀǎ already lost its number one competitive 
ranking in the world.

 27
 

--- 

What is Needed for America to Remain Competitive?  

Recognizing this problem, the Obama administration last year set forth three important goals 
for the U.S. higher education system

28
 that are critical to the country regaining its standing as 

a leader in education and to remain competitive in an increasingly global economy. Those 
goals include: 

ƴ To have every American receive at least one year of college education; 

ƴ To once again have the highest graduation rate among developed countries by 2020; and 

ƴ To encourage lifelong learning. 

²Ŝ ŀǇǇƭŀǳŘ ǘƘŜǎŜ Ǝƻŀƭǎ ŀƴŘ ŀƎǊŜŜ ǿƛǘƘ ǘƘŜ tǊŜǎƛŘŜƴǘΩǎ ǊŜŎƻƎƴƛǘƛƻƴ ƻŦ ǘƘŜ ƛƳǇƻǊǘŀƴŎŜ ƻŦ 
fostering a broadly educated society in order to keep America competitive as a nation.  

--- 

Why is the Solution Easier Said than Done?  

Unfortunately, the country faces numerous challenges in achieving these goals. 

Students Less Prepared for College Level Study. First among these challenges is a K-12 
system that is not preparing students for college-level study as well as it once did. The 
nationwide dropout rate of high school students in 2008-2009 was approximately 30%,

 29
 and 

significantly higher in major urban areas.  

Bachelor's 
degree or 

higher, 35%

Less than 
bachelor's 
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Exhibit 5: High School Dropout Rates (2008-2009) 

 

Source: Milken Institute, 2010 Global Conference. 

Equally striking, for students who make it to the twelfth grade, 65% of them cannot read at a 
twelfth grade level and 77% are not proficient in math at a twelfth grade level.

 30
   

Despite the U.S. spending more on K-12 education per pupil than almost any other country,
 31

 
deficiencies at the K-12 level have caused the U.S. position in international testing to slip 
when compared to other nations, and we now rank 21

st
 out of 30 OECD countries in science 

scores and 25
th
 out of the same 30 countries in math scores (both measured at age 15).

 32
 

Exhibit 6: International Science and Mathematics Assessment Scores 

 

Source: U.S. Department of Education, National Center for Education Statistics, Highlights from Program 

for International Student Assessment (PISA) 2006. 
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In addition to more students leaving the K-12 system inadequately prepared for college-level 
study, increasing numbers of working learners who never started or never completed their 
college education (many of whom have not been in a classroom environment in years) are 
now recognizing the need for a college degree in order to retool their skills or advance in their 
careers.    

--- 

/ŀƴ !ƳŜǊƛŎŀΩǎ IƛƎƘŜǊ 9ŘǳŎŀǘƛƻƴ {ȅǎǘŜƳ wƛǎŜ ǘƻ aŜŜǘ ¢ƘŜǎŜ /ƘŀƭƭŜƴƎŜǎΚ  

Greater numbers of less prepared high school graduates and greater numbers of working 
learners now looking to attain a degree are placing burdens on a higher education system 
that was not built to accommodate the needs of these individuals, as it requires significantly 
expanding capacity to reach greater numbers of students who also require a higher level of 
academic and student support services than students of the past. 

In addition to this dynamic, these factors are placing increased burdens on the traditional 
postsecondary system at a time when public funding for higher education is under pressure 
and budgets and capacity are being cut at traditional schools. 

Traditional Schools Cannot Meet the Demand Alone. Traditional schoolsτpublic and 
independent private colleges and universitiesτare the backbone of the U.S. higher education 
system, but they alone cannot meet the demands. 

Lƴ ƻǊŘŜǊ ǘƻ ƳŜŜǘ Ƨǳǎǘ ƻƴŜ ƻŦ tǊŜǎƛŘŜƴǘ hōŀƳŀΩǎ ƴŀǘƛƻƴŀƭ ŜŘǳŎŀǘƛƻƴ Ǝƻŀƭǎτensuring that every 
American receives one year of collegeτwe estimate the traditional education system would 
have to provide access to more than 50 million first-time students, hire and train 500,000 new 
faculty members, create 1-2 million additional classes, and build the equivalent of thousands 
of new colleges and universities.

 33
 Furthermore, to increase the capacity of public institutions 

ǘƻ ƳŜŜǘ tǊŜǎƛŘŜƴǘ hōŀƳŀΩǎ goal of America once again having the highest graduation rate 
among developed countries by 2020, we estimate that it would cost hundreds of billions of 
dollars over the next ten years,

 34
 as we detail later in this report. 

Exhibit 7: What Obamaôs National Education Goals Would Require 

   

Source: Apollo Group estimates. 

Achieving this feat would be monumental in itself, but to do so at a time when traditional 
ǎŎƘƻƻƭǎΩ ǊŜǎƻǳǊŎŜǎ ŀǊŜ ǳƴŘŜǊ ǇǊŜǎǎǳǊŜ ƳŀƪŜǎ ǘƘŜ ǘŀǎƪ ŀ ƴŜŀǊ ƛƳǇƻǎǎƛōƛƭƛǘȅΦ ¢ƘƛǊǘȅ-nine states 
have cut funding to public colleges and universities in the past year alone

35
 and schools are 

being forced to cut faculty positions and student seat capacity just to remain viable. During 
2010, the California State University system alone is cutting enrollment by 40,000 students, 
and University of Illinois furloughed 11,000 employees earlier in the year when it was 
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reported that the State of Illinois owed its flagship University over $400 million in overdue 
subsidies.

 36
 

--- 

As we discuss in this paper, traditional public and independent private institutions play an 
important role within the higher education system; however, due to the physical and financial 
limitations of the traditional university model, they do so at a significantly higher cost to the 
taxpayer than proprietary institutions (even when considering higher student loan default 
rates at proprietary institutions). 

For traditional institutions, delivering quality education generally relies upon a high fixed-cost, 
ground-based system of learning that requires significant investments in physical 
infrastructureτdormitories, cafeterias, athletic centers, parking facilities, etc. It also requires 
both locally domiciled students and locally available faculty, meaning that it can serve only a 
limited population of students within a limited distance. 

This systemτwhether by design or due to resource constraintτ is rigid and, at times, 
inflexible in the way that it adapts educational curriculum and incorporates advances in 
technology and information systems ǘƻ ƳŜŜǘ ǘƘŜ ƴŜŜŘǎ ƻŦ ǘƻŘŀȅΩǎ ǿƻǊƪƛƴƎ ƭŜŀǊƴŜǊǎΦ !ǎ ǎǳŎƘΣ 
the economics underlying ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ ǎŎƘƻƻƭǎΩ asset-intensive, high cost structure have 
been essentially unchanged over time. 

We believe it would be extremely difficult to scale the traditional model to meet the 
increasing demand for higher education generated by a globally competitive, knowledge-
based economy without either major public funding increases (borne by a tax revenue system 
currently under significant budgetary strain) or a dramatic restructuring of the way in which 
the entire postsecondary system currently operates.  

Given this, we are concerned that the country will not meet the national education goals set 
forth by the President without a postsecondary system that operates differently than it has in 
the pastτone that is able to effectively and efficiently deliver quality academic programs and 
stǳŘŜƴǘ ǎŜǊǾƛŎŜ ǘƻ ōŜǎǘ ǎŜǊǾŜ ǘƘŜ ƴŜŜŘǎ ƻŦ ǘƻŘŀȅΩǎ ǿƻǊƪƛƴƎ ƭŜŀǊƴŜǊǎ. 

Proprietary colleges and universities are playing an increasingly critical role in meeting these 
needs. 
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The Role of Proprietary Institutions   
  

 

Despite the staggering demand for higher education and the challenges that will need to be 
met in order to satisfy it, some industry observers have questioned the role proprietary 
institutions play in the postsecondary education system. 

The U.S. postsecondary education system is very sizeable with approximately 6,600 schools.  
Included in this number are approximately 4,400 degree-granting institutions and 2,200 non-
degree granting institutions.  The proprietary sector represents about 2,800 of the total, of 
which approximately 1,100 are degree-granting and 1,700 are not.

 37
  This sector is extremely 

diverse as it includes technical and vocational schools (massage, beauty and culinary) that are 
typically nationally accredited, as well as regionally accredited degree-granting institutions 
such as University of Phoenix.  There are six regional accrediting bodies in the U.S. 

We firmly believe that while not all proprietary institutions are the same, accredited, degree-
granting schools that comply with regulations play a critical role in meeting the needs of 
ǘƻŘŀȅΩǎ ƴƻƴ-traditional students, and they do so at a significantly lower cost to the taxpayer 
than traditional public or private independent schools.  Well managed proprietary institutions 
provide strong academic quality and career outcomes for their students, providing them with 
services and capabilities that are not found at many traditional institutions. These proprietary 
institutions have been strong sources of academic and educational innovation deploying new 
technologies including online and distance learning, networking and technology 
infrastructure, new learning models and systems, networked faculty, distributed campus 
footprints, and service and support critical to helping working learners complete their 
educational degrees. 

In fact, without proprietary colleges and universities, we believe America will not be able to 
ƳŜŜǘ tǊŜǎƛŘŜƴǘ hōŀƳŀΩǎ ƴŀǘƛƻƴŀƭ ŜŘǳŎŀǘƛƻƴ ƎƻŀƭǎΦ  

--- 

What are tƘŜ wŜŀƭƛǘƛŜǎ ƻŦ ¢ƻŘŀȅΩǎ άNon-traditionalέ Students?  

Accredited, degree-granting proprietary institutions play a critical role in the future of 
education by providing access to students who previously have been left behind by or 
excluded from the traditional higher education system. ¢ƻŘŀȅΩǎ ǎǘǳŘŜƴǘǎ ƘŀǾŜ ŦŀƳƛƭȅ ŀƴŘ 
professional obligations that make it challenging to pursue a college degree and successfully 
make it through to graduation. Already, 73% of U.S. students are classified as non-traditional 
by the Department of Education,

 38
 meaning they have risk factors that make it more difficult 

to reach graduation, such as working while attending school or having dependents of their 
own. 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 August 2010 
 
 

 

 
Apollo Group, Inc. | Higher Education at a Crossroads 
 

 
15 

 

Exhibit 8: Undergraduates with Non-traditional Characteristics 

 

Source: U.S. Department of Education, National Center for Education Statistics, National Postsecondary 

Student Aid Study (NPSAS), 2000. 

These non-traditional students are typically older, financially independent (meaning they lack 
parental financial support), from lower income families, minority and female. These 
demographic differences largely drive adverse reported quality metrics, such as lower 
retention and graduation rates, and higher loan default rates.  

Exhibit 9: Student Demographics by Institution Type 

 

Source: U.S. Department of Education, National Center for Education Statistics. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 August 2010 
 
 

 

 
Apollo Group, Inc. | Higher Education at a Crossroads 
 

 
16 

 

Proprietary institutions like University of Phoenix are meeting ǘƘŜ ƴŜŜŘǎ ƻŦ ǘƻŘŀȅΩǎ ǿƻǊƪƛƴƎ 
learners by innovating to provide flexible scheduling, a choice of online or campus-based 
ŎƭŀǎǎǊƻƻƳǎΣ ǎƳŀƭƭ Ŏƭŀǎǎ ǎƛȊŜǎΣ ŘŜƎǊŜŜ ǇǊƻƎǊŀƳǎ ǊŜƭŜǾŀƴǘ ǘƻ ǘƻŘŀȅΩǎ ǿƻǊƪŦƻǊŎŜΣ ŦŀŎǳƭǘȅ ǿƘƻ 
have professional experience in their field of instruction, and high levels of student support to 
help students succeed. 

LŦ ǿŜ ŀǎ ŀ ƴŀǘƛƻƴ ŀǊŜ ǘƻ ƳŜŜǘ tǊŜǎƛŘŜƴǘ hōŀƳŀΩǎ Ǝƻŀƭǎ ƻŦ ƻƴŎŜ ŀƎŀƛƴ ƘŀǾƛƴƎ ǘƘŜ ƘƛƎƘŜǎǘ 
proportion of college graduates in the world by 2020, encouraging every American to have at 
least one year of college, and encouraging lifelong learning for all Americans, finding the 
means and capacity to successfully educate non-traditional students is essential.     

--- 

Do Students at Proprietary Institutions Receive a Disproportionate Share of Student 
Aid Funding? 

Some industry critics point to the growth in federal aid dollars that have gone to proprietary 
institutions in recent years, while not recognizing the fact that student aid dollars follow the 
students (not the institutions) and student demographics are a primary determinant of the 
amount of financial aid and student debt. 

Students from lower socioeconomic backgrounds, who are more prevalent at institutions that 
choose not to focus on only the elite, disproportionately qualify for need-based Pell Grants. In 
addition, the recent introduction of the year-round Pell Grant program creates the potential 
for the neediest students to receive up to 100% of additional Pell Grants in the same award 
year provided they are continuously enrolled. Since many proprietary institutions are typically 
based on a continuous enrollment model, it is likely that even more Pell Grant funds will be 
granted to students attending these institutions. On the other hand, the traditional term-
based institutions generally have limited numbers of students enrolled continuously (i.e., a 
small percentage of students attend the summer term). 

Additionally, institutions (proprietary or otherwise) have no legal right to limit the amount of 
debt a student is entitled to borrow, which inhibits an iƴǎǘƛǘǳǘƛƻƴΩǎ ŀōƛƭƛǘȅ ǘƻ put controls on 
students who over borrow. For many students at University of Phoenix, this results in their 
being able to borrow up to the maximum of the Title IV loan limits, which are set by Congress.  

Not surprisingly, financial independence (the lack of parental financial support) of non-
traditional students drives higher borrowing needs among students at proprietary 
institutions. Despite these needs, students at four-year proprietary institutions still borrow 
less, on average, than those at four-year independent private institutions.

 39
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Exhibit 10: Average Student Debt Levels by Institution Type 

 

Source: U.S. Department of Education, National Center for Education Statistics, 2007-2008 National 

Postsecondary Student Aid Study (NPSAS: 08). 

In addition, although total Pell Grant and Stafford loan usage has increased, the amount of 
total funding from the government per student relative to average tuition at proprietary 
institutions is dramatically below previous highs.

 40
 

Exhibit 11: Federal Loans and Pell Grant Funding at Proprietary Institutions 

 

Source: U.S. Department of Education, National Center for Education Statistics, National Postsecondary 

Student Aid Study (NPSAS), Data Analysis System, Undergraduate Survey, 1987, 1990, 1993, 1996, 2000, 

2004, 2008. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


