14 STEAL THIS UNIVERSITY

the cultivation of a well-rounded individual not only capable of the private
pursuit of well-being but also capable of “culture” (thinking critically and
appreciating works of imagination) and such skills of democracy as debating
and contributing to public decision making. None of them cites him, but
there seems almost a harkening back to Thomas Jefferson’s ideal of demo-
cratic education. What worries these authors is that by adopting corporate
practices and looking only at the short term, we will shed the democratic
promise of education: to educate citizens for the responsibilities of self-
government.

By showing how the democratic ideal of education is threatened, these
authors make clear the need for spheres of life that are not subservient to
market pressures. Education must be allowed to flourish without the bot-
tom line entering into each and every decision. The relationship between
students and teachers—the give-and-take of dialogue and learning—cannot
be commodified without losing something. By making this clear, the au-
thors in this section push the debate about the future of higher education a
step forward.

CHAPTER 1

None of Your Business

The Rise of the University of Phoenix and
For-Profit Education—and Why
It Will Fail Us Al

Ana Marie Cox

Most discussions of for-profit higher education rely on the simple shock
value of presenting education as a business to get readers’ attention. Calling
students “customers,” not bothering with the humanities, skipping the
physical accoutrements that make college the ivy-walled American dream—
these are the characteristics editorial writers and reporters focus on when
they want to throw harsh light onto the dark specter of higher education as a
growth industry. Lost in that showman’s spotlight, however, is an even
scarier fact: the specter is getting closer. In the past twenty years, more than
500 new for-profit colleges and universities have opened their doors—at the
four-year level, for-profits have increased their numbers from 18 to 192.1 A
quarter of the $750 billion spent each year on higher education stems from
private, proprietary investment.? Analysts predict this segment will grow by
about 20 percent a year, until it finally displaces nonprofit education—or
what for-profit educators call the “last remaining government monopoly in
the world.”? Today, forty for-profit education ventures trade publicly, up
from one decade ago. We’ve moved beyond the moment when the idea of
selling stock in a university was a laughable exception to the rule.

No other company epitomizes this exponential growth like the Univer-
sity of Phoenix and its parent company, the Apollo Group. Perhaps one of
the most dramatic success storics of the '90s “long boom,” and certainly one
of the only success stories not interrupted by the dot.bomb implosion,
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Phoenix recently outpaced New York University to become the largest pri-
vate university in the country. From its start in 1975 as a small, single-campus
operation offering only a degree in business, Phoenix now grants bachelor’s,
master’s, and even doctorates in such high-demand fields as nursing, teach-
ing, and managing of information systems. It has grown to enroll more
than one hundred thousand students on 116 campuses and “learning
centers” in twenty-two states and around the world; an additional thirty-
seven thousand students participate in its online component, touted as a
highly efficient “computerized educational delivery system.” John
Sperling, the founder of the University of Phoenix, told the Financial Times
that his school was “the Cadillac of higher education.”” At the same time,
Peter Sperling, son of John, told the Independent, “McDonald’s has not
aspired to be Maxim’s, but you know you’re going to get a good, healthy
meal.”% One could quibble with the aptness of the specific analogies, but the
general metaphor is dead-on: Phoenix has done more than almost any other
education enterprise to shift the meaning of college from that of a process
one goes through to a product one buys.

In Higher Ed, Inc., former DeVry Institute administrator Steve Ruch
lays out the recipe for the success of his own leading institution as well as
Phoenix and most other for-profits:

Imagine a regionally accredited university with a tightly focused
mission of preparing students for the world of work. Imagine that
this institution offers undergraduate and graduate degree programs
only in fields for which there is high marketplace demand. In fields
for which there is little or no market demand, by either students or
employers, degree programs are not offered. Imagine also that this
university runs year-round, fully utilizing its facilities during the
day, evening, and weekends throughout the whole year. The full-
time faculty do not have tenure, and 90 percent of them are fully
deployed to teach. The energy of this institution . . . is focused pri-
marily on the success and satisfaction of its students.”

One might also imagine that this institution doesn’t have a library, insur-
ance plans, dormitories, student groups, or liberal arts majors as is the case
with most for-profits. To this efficient mix, Phoenix adds some specific in-
novations. The company owns no property whatsoever (its classes—sched-
uled mostly in the evening—are often held in the empty rooms of nearby
traditional schools). Phoenix avoids the traditional high default rate on stu-
dent loans that has traditionally plagued many proprietary institutions by
enrolling only working students 23 or older, most of whose employers gen-

None of Your Business 17

erally subsidize the tuition. Phoenix ensures employers’ continued support
by allowing companies to tailor these students’ curricula to their needs. And
in order to optimize its access to government money, Phoenix has until re-
cently identified online students as residential students in applications for
federal student aid. The school has also structured schedules so that up to
half of any given course’s class time may proceed without an instructor
present.

These last two techniques aren’t legal (Phoenix was fined more than $6
million by the Department of Education in 1999 and ordered to return the
aid it received through false reports), but all of them have been very lucra-
tive.2 The Apollo Group’s gross annual earnings have almost doubled in
just the past three years, climbing from $384 million in 1998 to $769 million
in 2001.° Even in the current, rather dim economic environment, industry
insiders have pegged Phoenix and the Apollo Group as the “fastest-growing,
high-quality companies in the sector.”!® This kind of momentum demon-
strates that we can no longer wonder “what if” for-profits steal students
from traditional schools. The question today is “What now?”

Phoenix Ascending

John Sperling is a former professor at the University of California at San
Jose and a graduate of Reed College (a leading liberal arts college) and
Cambridge University. Sperling’s academic background, full of the kind
of stuffiness and name-brand cachet associated with traditional educators,
does not suggest the man he has become. The man who would go to the
helm of the largest university in the country without a tenure system,
much less any form of collective bargaining, was once a union organizer,
president of his local American Federation of Teachers (AFT) branch and
a member of its national board. Sperling has written hymns of praise
about his graduate student days at the University of the California at
Berkeley, where “we honed our academic skills by expounding and argu-
ing theory, fact, and fiction—it was a moveable intellectual feast.”!! At the
same time, he has created an approach to education centered exclusively
on the development of “employability,” tailoring his courses to the de-
mands of companies who pay for their workforce’s schooling. And the
man who developed the prototype of Phoenix using hundreds of thou-
sands of dollars in federal research grants is now one of the most vocal
proponents for holding nonprofit colleges “accountable” for meeting spe-
cific “educational outcomen” and accuses traditional institutions of wast-
ing taxpayer dollars,
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Since founding the University of Phoenix, Sperling has put much of his
considerable personal fortune (which now stands at more than $1 billion)
toward pet projects that range from the mildly amusing to the outright
heretical. For years, Sperling has been the primary investor in Seafire Inter-
national, a company he founded to develop saltwater agriculture. In the late
1990s, Sperling teamed up with fellow multimillionaire George Soros in a
campaign to legalize marijuana, a project that continues to this day. An in-
terest in “life extension” prompted the formation of the Kronos Group, a
New Age medical center dedicated to “Clinical Age Management.” Sper-
ling’s most infamous investment outside Phoenix, however, is his single-
handed support of Genetics Savings and Clone, a company that will allow
individuals to “bank” their own (or anyone else’s) genetic material for later
use, and Texas A&M University’s pet-cloning project. Sperling told For-
tune that his cloning support stemmed originally from his interest in pre-
serving his dog, Missy.2

In his autobiography, Sperling explains away such reversals and es-
capades: he’s not a hypocrite; he’s a rebel. As Thomas Frank has pointed
out, businessmen of the past few decades have used such disassembling as a
powerful weapon in their battle for public approval: “The real object of the
‘revolutionary’ management theory . . . [is] not efficiency or excellence or
even empowerment, but a far more abstract goal: the political and social le-
gitimacy of the corporation.”’3 Talk of rebellion by billionaires requires the
belief that business for profit is some underground affair, and not the de-
fault way of life for most of the world. If anything, Sperling’s role in turning
the production of knowledge into the production of profit is less that of a
lone rebel in hostile territory than that of a general leading a conquering
army toward the last enclave of stubborn holdouts against the new regime.

And just as the enthusiasts of the “long boom” investment charade
used the language of dissent to disguise—or rehabilitate—greed and self-
promotion, Sperling’s rebel stance conceals a more conventional explana-
tion for his roundabout journey from traditional scholar and union activist
to corporate CEO. Upon examination, Sperling’s seemingly inexplicable
shift from AFT officer to union buster stems more from petty revenge than
from freethinking: He admits that being “voted out of the presidency of
a faculty union . . . cured me of my socialist sentiments in favor of non-
profits.”4 Sperling’s rejection of the liberal arts and his decision to root out

of his enterprise anything remotely resembling his glorious Berkeley days
could be a rebellion against traditional academe, but it also happens to be
the very foundation of Phoenix’s massive growth. The institution’s relent-
less focus on employability makes Phoenix classes appealing to the corpora-
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tions that subsidize their employees’ classes and streamlines Phoenix’s op-
eration. If you don’t teach liberal arts, you don’t need a library. If you don’t
care about the learning that takes place outside of classrooms, you don’t
need student unions or student publications. Forty years after finishing his
“moveable feast,” Sperling is happy to serve fast food: “This is a corpora-
tion, not a social entity,” Sperling told one interviewer. “Coming here is not
a rite of passage. We are not trying to develop their value systems or go in
for that ‘expand their minds’ bullshit.”’15

His hammering on “accountability” after Phoenix’s infant years of suck-
ling at the federal teat is more rhetoric than reality. Though supporters of
for-profits often point to their “market-enforced” efficiency, few for-profit
institutions could afford to exist without Title IV monies. In 19992000,
proprietary institutions made up a whopping 35.4 percent of all institutions
participating in the Federal Pell Grant Program, and received about $945
million in Pell monies.!® Phoenix and other proprietary schools have spent
millions in the past few years in lobbying both Congress and legislatures to
keep those floodgates open, primarily by manipulating the accreditation
procedures that determine an institution’s eligibility for federal loan pro-
grams. Phoenix is particularly motivated to loosen loan regulations: the Ed-
ucation Department audit of the $339 million in loans and $9 million in Pell
Grants distributed by Phoenix in the mid-"90s found that the school did not
provide enough instructional time to qualify for much of the money it had
received in federal loans and grants. In addition, the university illegally in-
cluded cost of living when calculating need for students in correspondence
courses. In total, the department estimated that the university disbursed
about $54 million more than what students were entitled to receive. (In its
response, Phoenix officials asserted that their practices were “good for [the
university’s] students, for American business, for America’s educational
system, and for the global economy.”)!?

Historically, proprietary institutions have met with resistance from what
they call “the higher education establishment” regarding accreditation. Thus,
Phoenix focuses its energy (and finances) on political influence as well as eco-
nomic growth, with no apologies from Sperling: “Yes, we use money to get
their attention—our American system of campaign finance gives us no other
alternative.”® Thanks to this, Sperling claims, the Apollo Group and Phoenix
arc “better known on the Hill than all but the state universities and the nation-
ally-known private institutions.”® According to the Center for Responsive
Politics, in the 2000 election cycle alone the Apollo Group made campaign
contributions of more than $178,000 (a top contributor, just behind the Uni-
versity of Californis, Harvard, Stanford, and Princeton). In addition, the
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Career Colleges Association (a largely for-profit higher education political ac-
tion committee) donated more than $123,000, and other for-profit higher ed-
ucation political action committee (PACs) forked over around $190,000.
Another comparison: Combined, the Apollo Group and Career College
Association PACs last year contributed more than twice as much ($161,000)
as the largest nonprofit donor, the American Association of University
Women, which gave its entire $66,000 to the marginally less deregulation-
happy Democrats.?? Compared with the multimillion-dollar bundles brought
in by defense contractors and drug companies, the for-profit education sector
is wading in the kiddie pool of political payoff, but it’s getting a bargain.

In March, the Senate confirmed Sally Stroup, the Apollo Group’s top
lobbyist and a former congressional advisor on federal loan programs, as
the chief higher education policymaker in the Department of Education.
Stroup advised the chair of the Post-Secondary Education Committee from
1993 to 2001 and was instrumental in helping to draft the 1998
reauthorization of the Higher Education Act. The 1998 reauthorization
reversed many of the harsher restrictions on for-profit schools (making it
easier for them to appeal penalization on loan defaults), eliminated some
of the more grueling aspects of the accreditation process (making surprise
visits optional, and no longer requiring inspectors to visit every branch of
a campus), redefined “institutions of higher education” to include for-
profit schools rather than defining them as a separate category, and created
a special proprietary schools liaison with the Education Department, a
privilege previously reserved for historically black universities and com-
munity colleges.?!

Secretary of Education Ronald Paige made a less high-profile but more
influential appointment in 2001 when he gave Laura Palmer Noone, the
president of the University of Phoenix, a place on the National Advisory
Committee on Institutional Quality and Integrity. This committee makes
recommendations to the secretary regarding changes in regional and na-
tional accreditation policies and standards, including those regulations that
determine an institution’s eligibility for Title IV programs. The Higher Ed-
ucation Act is due for its next review and reauthorization in 2003.

Given his success in manipulating the system to his advantage, Sper-
ling’s rebel stance is in fact the squarest behavior imaginable, fitting quite
comfortably into the paneled club-room atmosphere of big business. Still, as
amusing as his contradictions are, John Sperling would be of no interest at
all if his tactics and bloviations had no effect or if Phoenix were just a road-
side oddity. But it’s not. The success of Phoenix has transformed the mav-
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erick oddball into an influential model. Nonprofits are increasingly looking
to for-profits for clues as to how to run their own institutions.

The Creeping For-Profit Ethos:
From Phoenix to the World

Clearly, nonprofits aren’t trying to become profitable, but administrators at
traditional institutions have now turned to the corporate model as a solution
to the age-old and tax-status-independent problems of budgets and cash
flow. Things have changed since the University of Chicago dropped its
football team or an administration approached wealthy alumni for a gener-
ous donation. The difference is twofold: when it comes to making cuts, ath-
letics are less likely to be on the chopping block than departments and
programs. In 1998, for example, the Board of Higher Education in Massa-
chusetts suggested “establishing a program productivity review that re-
quires campuses to eliminate, or provide a compelling reason for retaining,
academic programs that have fewer than a minimum threshold of graduates
per year for a period of three years.” As the authors of the report explained,
“This will reduce expenditures.”?? The group also “urged a reduction in
‘public service’ projects that have little to do with students or teaching”—a
sweeping definition that could mean anything from limiting student volun-
teer efforts to reducing community studies not financed by outside
donors.?? (It should be noted that these sorts of programs are intended to
develop young people’s civic sensibilities over their predilection toward
self-interest.) And when it comes to bringing more revenue in, administra-
tors are willing to sell more than just the name of a gymnasium—they’ll
trade a college’s resources and reputation. In 1997, the University of Wis-
consin began a joint, for-profit venture with the software firm Lotus to sell
Wisconsin degrees worldwide.?* The always inventive Massachusetts Board
of Higher Education touted its “collaborations with business and industry,”
noting that “[a]ll campuses have developed alliances with local and regional
business and industry to provide employee training and development op-
portunities, as well as research support.”? A harbinger of this coziness
cmerged in the late 1980s, when the University of Rochester caved to the
demands of a major donor, Eastman Kodak Co., to rescind its acceptance of
a graduate student employed by Fuji Photo Film, Inc., a major competitor
of Kodak 26

Other specific instances of nonprofits appropriating for-profit tech-
niques abound. Take, for instance, Ohio State University’s “selective invest-
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ment” program, in which departments compete for million-dollar “prizes”
by way of U.S. News and World Report rankings.?’” More commonly, schools
simply demand that teachers offer “blockbuster” or “heavy draw” courses
like those related to professional sports or other “entertaining” subjects.
Such moves resemble the financial discipline that governs Phoenix’s policy
of developing courses only for which there is high demand. Numerous uni-
versities have started using their control over course content to license and
then sell courseware to for-profit online entities. This sort of arrangement is
a familiar pattern at Phoenix, where tightly structured, centrally developed
lesson plans allow Phoenix’s administration to dictate how a professor spends
time, right down to fifteen-minute intervals, and where copyrights keep
hostage what knowledge those plans may hold. What’s more, streamlined
courses are easier to shop out to low-paid adjunct professors.

There are dozens of more familiar ways that nonprofits have come to re-
semble for-profits, including the hiring of private companies to manage
such capital-intensive areas as cafeteria service, campus housing, and col-
lege bookstores. At least the University of Phoenix has specific, logical rea-
sons for pursuing such schemes: They centralize course development to
take advantage of mass production. They direct funds to popular programs
because no one goes to Phoenix to learn linguistics or art history, anyway.
And collaborating with corporations makes sense because corporations are,
for all intents and purposes, their real customers. Why have nonprofits
picked up these habits? Why, for instance, did the Colorado higher educa-
tion system decide in 1999 that “instead of the university deciding what
ought to be taught, professors and chancellors will listen to what the chief
executive officers say,” and require “every college in the state” to compile
“a list of technology courses it offers”? These will be “given to company
executives, who will tell the educators where they fall short.”?® Why has
Tulane University president Scott S. Cowen spent the last few years ham-
mering away at shared governance, lamenting that it “stand[s] in the way of
quick, effective decision-making”?2°

To be sure, part of the motivation to be more like for-profits is simply
about the bottom line: adjuncts are cheaper, and centralized courses—and not
having to pay professors to develop them—are cheaper, too. The sad news is
that many students seem to want it that way. Indeed, research such as the an-
nual freshman survey conducted by the Higher Education Research Institute
at the University of California at Los Angeles provides sobering evidence that
whether or not students actually attend for-profit institutions, they seem to
share the same values. In response to the 2001 survey, students ranked their
“life goals”™: more than 75 percent said “being very well-off financially” was
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“very important.” Toward the bottom of the list: “influencing the political
structure” (16 percent) and “writing original works” (13 percent).% Every-
where young people turn in today’s culture, they get the message that money
is the true measure of a life. Russell Jacoby, in Dogmatic Wisdom, cites a classic
example: Students who apply for credit cards with “humanities” listed as
their area of interest are turned down; when they reapply with “finance” as
their interest, they get the card.3! What they do with the card suggests that it
is not the making of money that concerns them, but the spending of it:
UCLA’s survey revealed that 21.4 percent had overspent their budgets and
16.7 percent had what they termed “excessive credit card debt”—this at a
time when the average credit debt of American college students is $2,748.32

“Financially rewarding” or “career oriented” do not sound like hall-
marks of a good education to a traditional academic’s ear. But today’s stu-
dents operate from the profit motive, and it makes sense for their schools to
do so as well. DeVry’s Ruch explains, “The more traditional, abstract no-
tion of learning for its own sake and the idea of cultivating knowledge that
appears to lack utilitarian value does not resonate with a growing number of
today’s students and their families.”? Never mind that few college fresh-
men are equipped to decide what may or may not lack utilitarian value; for-
profits simply give students what the students think they need. As Sperling
has said, “Academia simply doesn’t understand this. They call it McEduca-
tion. What we do is every bit as much education as the Greek system that
served as the model for the modern university. Greek educators prepared
people for life. We prepare people for a life of work.”

And in the terrible symmetry of the market, the loop is completed: what
the students want, well, for-profits will do almost anything to maintain the
illusion that that’s what they’re providing. We all know how well the con-
sumer approach has maintained high-quality standards in, say, financial
markets. In a sense, for-profit institutions like the University of Phoenix are
the Enrons of higher education: built on a bubble of good feeling, sustained
by a siphoning off of public goods and monies. It is possible to move too
quickly in response to demand, and therefore teach badly but “efficiently.”
Proprietary institutions call this “pleasing the customer” and, next to the
flipped-collar nonchalance of the for-profit rebel, it’s the most common ex-
planation put forward by their fans for the success of places like Phoenix.
Catering to the practical needs of students undoubtedly appeals to the
working adults that make up the overwhelming majority of Phoenix stu-
dents, and it’s unlikely that it actively harms their education: You can learn
as well at 8 P.M, a8 at 9 A.M. The assumed sensibilities of the sacred cus-
tomer justify the more ldeological decisions of for-profits as well.
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