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Weakness or Questions Regar ding The UOP Educati onal



By virtually any neasure, the University of Phoenix
stands out as the leader in the for-profit, degree-granting,
sector of Anerican higher education.® Billing itself as the
| argest private university in the world, with tota
enrol | ments across all canmpuses in 2002 of 133,000 students,
UOP has been a clear financial and educational success.
Among the leading for-profit providers, no single business
or educational nodel predom nates, so a detailed description
of one organi zati on cannot capture all the variation to be
found; nonethel ess, as the nost visible and best-known
menber of this group, a close | ook at UOP provides insight
into how this sector operates. A case study of UOP may al so
suggest inplications for traditional, non-profit coll eges

and uni versities.

Educati onal Dat a

As al ready noted, in 2002 UOP enrolled over 133, 000
students in a variety of Bachelor’s, Master’s and Doctora
degree prograns, a five-fold increase in enrollnents since

1995. Fromits beginnings in 1976 through August 2002, the

1 The University of Phoenix is part of the Apollo G oup, Inc., which

al so includes the Institute for Professional Devel opnent, Western
I nternational University, and Apollo Learning G oup.



Uni versity has awarded 171, 600 degrees to graduates. A
profile of UOP students reveals that the average age is in
the md-thirties, with an average househol d i ncone of
$50, 000 and $60, 000.% Thus, the first and nost i mport ant
poi nt about UOP is that the focus is on working adults, not
the traditional 18-22 year old full-time student. The UOP
m ssi on statenment expresses this focus clearly:

The m ssion of the University of Phoenix is to educate

wor ki ng adults to devel op the know edge and skills that

will enable themto achieve their professional goals,

i nprove the productivity of their organizations, and

provi de | eadership and service to their conmunities.
| ndeed, UOP requires applicants to be at |east 23 years of
age, and, while not required for adm ssion, the enphasis is
clearly on those who have full-tinme jobs. In 2001, 69
percent of UOP students had been enployed on a full-tine
basis for nine years or nore. This fact |eads to a key
financing feature for UOP students in that 59 percent
recei ve some amount of tuition reinbursenent fromtheir
enpl oyers. Wth regard to diversity, 40 percent of the
student popul ation are racial and ethnic mnorities, while
54 percent are fenale.

The UOP curricular offerings are concentrated in

busi ness adm nistration and informati on systens and




technol ogy. Under graduate business adm nistration accounts
for 43 percent of total enrollments, graduate business for
20 percent, and information systens and technol ogy for 14
percent. O her prograns offered include general and
pr of essi onal studies (7 percent), education (4 percent),
heal t h sci ences and nursing (4 percent), and counsel ing and
human services (3 percent). Thus, vast segnents of the
traditional university curriculumare not offered at UOP as
degree-granting prograns, including essentially the whole of
the Arts & Science curricul um? (A limted nunber of | ower
di vision hunmanities and social science courses are offered
as part of the general studies area for students who enter
with fewer than 60 transfer credits, but beyond those
courses, the UCP curriculumis centered on professional
education.) Student notivation is largely professional and
career advancenent.

It should al so be noted that UOP is accredited by the

H gher Learning Conm ssion of the North Central Association,

2 Data in this section, unless otherwi se noted, provided by the

Uni versity of Phoenix in 2002.

Leaders of the University of Phoenix commented on this paper, and
their remarks are included in footnotes to provide the reader with
differing perspectives on matters of judgnment. The first such UOP
comment follows: “We would nerely respond that this is appropriate to
an institution that serves the working adult popul ati on—especially so
based on recent research by Carol Aslanian describing the educationa
needs and desires of this popul ati on. Between 40 and 45% of coll ege and
uni versity students are now 25 and ol der; of those, 80% work full-tinme



one of several regional accrediting bodies in the United
States. It also has specialized accreditation fromthe
Nat i onal League for Nursing (NLNAC) and the Anerican
Counsel i ng Association (CACREP), is licensed (as of 2002) in
26 states, and, because its parent conpany, Apollo G oup
Inc., is publicly traded, it is also regulated by the
Securities and Exchange Comm ssion. As the first for-profit,
degree-granting institution to be regionally accredited
(1978), UOP faced a hostile educational conmunity inits
early years, as representatives fromtraditional colleges
and uni versities sought to prevent their accreditation.
That story, with all its passion and intensity, has been
told by the founder, John G Sperling, in severa
publications.4

A distinctive feature of the UOP educational nodel is
heavy reliance on part-time, practitioner faculty, as
opposed to full-time acadenmic faculty. In 2002, UOP
enpl oyed roughly 11,000 practitioner faculty for teaching,
and approxi mately 250 full-tinme faculty, who have both
teaching and admi nistrative duties. The basic explanation

for UOP's profitability is to be found in these figures.

and 80% presumably the sane group, indicate that their primary reasons
for returning for advanced education relates to career devel opnent.”

4 See, for exanple, John G Sperling, Against Al Odds (Phoenix, AZ:
Apol l o Press, 1989), pp. 50-56.




Most courses at UOP are taught in the evening and on an
accel erated schedul e, in that undergraduate courses | ast
only five weeks, graduate courses six weeks (the educationa
nodel will be discussed nore fully later). Each
practitioner faculty nmenber neets a class one night per
week, for either five or six weeks, a tinme demand that is
manageabl e for many professionals who have full -tinme jobs
during the day. Practitioner faculty have Master’s or
Doctoral degrees and a mninmum of five years professiona
experience in the field that they teach (the average is 16
years of experience). They also nust be professionally
enployed in their field of instruction. Wthin this |abor
force of 11,000 faculty, 39 percent are female, and 21
percent are racial and ethnic mnorities.

A common m sperception of those who have only vaguely
heard of UOP is the belief that it is a virtual university,
with all instruction via online distance education. Wile
UOP devel oped an online capacity beginning in 1989, the
majority of students and courses are taught in the
traditional, face to face manner, at night in | eased
facilities dedicated as UOP classroons. Cl asses are
typically small (15 to 20 enrolled), and are nanaged as

di scussion sem nars rather than as |l ectures. The online




courses are lowtech, in that they are conducted via web and
emai |, w thout expensive production costs. Faculty nenbers
typically handle fewer students in this format, often
limted to no nore than 12, though the average online cohort
is nine students. The online conponent of UCP enrolled
roughly 45,000 students in 2002, however, and is the fastest
growi ng part of the system

At this witing, UOP has a physical canmpus presence in
25 states and at over 116 |ocations. Canpuses are
concentrated in California, Arizona, New Mexico, Col orado,
Ut ah, Nevada, and Florida. (Online courses are available in
all 50 states and in 45 countries.) UOP has been addi ng
about two new states per year, and will continue at that
pace until the major markets are exhausted. Although they
are regionally accredited, they often face stiff state
requi renents for |icensure, which can delay their entry into
specific markets. Al though UOP, and its parent Apollo
G oup, wll continue to devel op new canpuses in the U S

much of their future gromh appears likely to be abroad.

Fi nanci al Dat a

As an index of profitability, if one had purchased
$10, 000 worth of Apollo stock when first issued in 1994, by

Decenber 2002 it woul d have been worth roughly $564,103. In



fiscal 2002, UOP had revenues of $951.9 million and net

i ncone of $161.2 million; the online portion had revenues of
$327.5 million, and net incone of $64.4 mllion. UCP clearly
has devel oped a busi ness nodel that generates excellent cash
flow and substantial profits, as well as a high rate of
return on invested capital. Further discussion of the
educational and business nodel will help to explain their
ability to generate such inpressive financial nunbers.

For a variety of reasons, analysts continue to be
bullish in their predictions about the value of Apollo G oup
(APQL) stock. Block and Johnston (2003) point to the strong
recent performance of the conpany: "Apollo G oup
of fered investors the appealing conbination of high earnings
visibility, high earnings growh, and high earnings quality,
as qualified by cash flow growth that exceeded earni ngs
grow h during CY02 (56% versus 45%" (p.6, 2003). The rapid
growh rate of for-profit institutions is another key driver
of analyst optimsm "Since 1995, US enrollnment in Title IV
eligible institutions (95% of total enrollnent) has
| angui shed at a neager Conpound Annual Growth Rate (CAGR) of
1.67% NCES estimates that enrollnment will growto 17.7
mllion by 2011, representing a decline in the neager CAGR
to 1.16% (Block, 2002). For-profit enrollnent, on the

ot her hand, has enjoyed CAGR of 7.6% while increasing



mar ket share from3.5%to 4.4% According to Bl ock

(2002) one factor responsible for this growh has been the

| ack of consonance between the input needs of the econony
and the outputs generated by traditional schools. For-
profits have recogni zed this incongruence and succeeded in
the market by providing nore skills and credentials that are

in denmand.

Brief H story of UOP

Before turning to discussion of the educational nobde
of UOP, a few supplenentary comments on the history of the
university will be hel pful. The founder, econom st/
hi storian John G Sperling, has witten several books in
whi ch he di scusses the ideas and notivation that pronpted
himto create UOP, and only the rel evant highlights need be
menti oned here.”

Sperling was a faculty nenber at San Jose State
University in California in the md-1960s, and undertook a
federal |y funded project to devel op a 12'" grade economi cs
curriculum This effort caused himto explore the field of
pedagogy, and he subsequently noved on to projects involving
t he education of adults. Encountering frustration in his

efforts to devel op prograns for working adults at San Jose



State, he sought out a struggling private university, the
University of San Francisco (USF), where his newy forned
Institute for Professional Devel opnent could function and
return a financial surplus to the University. Al went well
until the existence of his programand its budgetary
surpluses attracted the attention of the Western Associ ati on
of School s and Col | eges, the regional accrediting agency for
USF. The | eadership of WASC decl ared war on Sperling' s
Institute, and threatened to w thdraw accreditation from USF
unl ess the Institute was shut dowmn. No college or
university can survive for |long w thout regional
accreditation (essential, anong other things, for
eligibility to receive federal student aid), so USF had no
recourse but to sever the rel ationship.

I ncensed with the attitudes of WASC, Sperling and his
associ ates noved to Phoeni x, where a different regional
accrediting agency operates. Rather than connect with an
exi sting non-profit university, the decision was nade to
found a free-standing, for-profit university. Established
in 1976, UOP received North Central accreditation in 1978,
and the rest is history; accreditation by one agency carries
over into states governed by another accrediting body. Wth

that hurdle met, securing state licensure is the principa

° See Sperling, op. cit., and his autobiography [ref.]
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regul atory barrier to entry, with requirenents varyi ng by
state. As noted earlier, as of 2002, UCP had been |icensed

to operate in 25 states.

UOP Educati onal Mbdel ®

At the undergraduate | evel, a high school diplom or
GED certificate is required for admi ssion to UOP. Neither
t he high school GPA nor GPA at previously attended
universities is considered, nor are SAT or ACT scores
required for the primary reason that for adult students,
t hese kinds of norned assessnents have very little
predictive validity. The origi nal enphasis at UOP was to
enrol | undergraduate students who had 60 or nore transfer
credits, so that the prograns could concentrate on upper
di vision courses in the professional field of study. To
that end, UOP has extrenely liberal policies governing
transfer credits, accepting all courses from accredited
institutions, as well as opportunities to earn credit
through its Prior Learning Assessnent Program Under the
| atter program students can present a portfolio of

experiences that can earn college |level credit, including

6 Information in this and subsequent sections provided by UOP, including
the author’s participation in a site visit in August 2000 conducted by
the Regents of the University of the State of New York, in connection
with UOP's application to offer courses in that state.
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such standardi zed testing found in CLEP. Up to 60 credits
can be awarded through the Prior Learning Assessnents, with
a maxi mum of 30 credits each for professional training,
experiential |earning, or standardi zed testing. In short,
every effort is made to accelerate the student toward the
degree by awarding credit to virtually any formof prior
educat i onal experience.7 It is safe to say that UOP pl aces
little enphasis on the general education portion of an
under graduat e program as general education is sinply not
the focus of the educational program8 I ndeed, creation of
a College of General Studies, conplete with its own Dean,
was finally required as nore and nore students entered with
fewer than 60 transfer credits. This is not an area in

whi ch one woul d expect significant educational investnment to
occur beyond the mninmumrequired to qualify students for

degr ees.

Uni versity of Phoenix comrent: “In doing so, the University adheres
strictly to recomendati ons of ACE and CAEL (the Council for Adult and
Experiential Learning) in awarding acadenmic credit for prior
experience.”

8 Uni versity of Phoenix Coment: “While you don't disagree with this
statenent, we don't think you place it in a proper context. W believe
that we have created a general education program appropriate to an
institution whose mssion is to serve working adults who are enrolled in
pr of essi onal / manageri al prograns. These are not the 18-22 year-olds for
whom nost |iberal education prograns were designed. College is not a
rite-of-passage. That doesn’t nean that general education isn't

i nportant to us or our students but it clearly is an instrunmental goa
and, arguably, mnmust be conceived of differently for a different kind of
st udent .
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Al t hough adm ssion is not selective at the
under graduate | evel, students nust undergo a variety of
assessnents once enrolled. These provide adult students
wi th useful information about their educational skills at
entry and UOP with information about the efficacy of its
progranms and changes that m ght be necessary at exit.
Students participate in an Adult Learning Qutcones
Assessnent which invol ves pre- and post-tests in four areas:
Cogni ti ve Assessnent, Professional and Educational Val ues
Assessnent, Critical Thinking, and Communi cation Skills.
This process not only allows UOP to carry out extensive
out conmes assessnent but al so hel ps students identify areas
needi ng i nmprovenent. In addition, all incom ng
under graduat e students denonstrate proficiency in witing,
mat h, and critical thinking through a UPO devel oped, web-
based Proficiency Assessnent System Extensive support
services exist to help students inprove these skills,
including an Online Witing Center and Sat urday
Mat h/ Statistics | abs at some of the canpuses. A clear
strength of the UOP educational nodel is this heavy enphasis
on assessnent, often not found in traditional colleges and
uni versities.

UCP al so uses the ETS major field exans, e.g., the

Maj or Field Test in Business, to conpare their graduates’
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performance with those of a national conparison group. Data
for a group of 205 undergraduate business majors at UOP
conpared favorably on this ETS test with a nati onal
conpari son sanple of nore than 41,000 students. Sperling’ s
nmotto of “measure everything” is clearly evident in the UOP
educati onal nodel

As noted earlier, over 11,000 part-time practitioner
faculty make up the teaching corps, supplenented by about
250 full-time faculty, who have nore conpl ex assignnents.
The selection of practitioner faculty is carefully done,
with review of credentials (Master’s or Doctoral degree,
m ni mum five years experience in the profession, and current
enploynment in the field being taught) and an extensive
orientation and training program Pre-service faculty are
assigned an experienced faculty nmentor and nust take 10
wor kshops covering the follow ng topics: Adult Learning
Theory; Facilitation Techni ques; Learning Team Managenent ;
Gradi ng, Eval uation and Feedback; C assroom Assessnent;

Human Equity; Copyrights and Copy “wongs;” Adm nistration,
Organi zation and Orientation; Internet Training; and

El ectronic Library. Only about 30 to 40 percent of al
eligible applicants are approved to teach at UCP

While no fixed faculty load is required, the typical

part-tinme faculty nmenber teaches six courses per year, while
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the full-tinme faculty average ni ne courses per year.

Renenber that an undergraduate course |lasts only five weeks
and requires only five nights per faculty nenber per course,
for a total of 20 classroomhours. For this effort, the pay
is in the range of $1,000 to $1, 600 per course. G aduate
courses neet for six weeks, or 24 faculty contact hours, and
have proportionately |larger salaries. Interviews with over
20 long-tinme UOP practitioner faculty confirmed that few “do
it for the noney,” but rather for the professional contact,
the stinmulation of teaching adults students in the faculty
menber’ s professional field, and for the prestige of being a
faculty nmenber. Wereas adjunct faculty in traditiona
universities are often nade to feel second-class citizens
relative to the tenured faculty, UOP has no tenured faculty,
and very few full-time faculty, so the practitioners are the
faculty, and they reflect that pride.

The full-time faculty teach an average of nine courses
per year, which is viewed as a half-tine | oad, and spend the
ot her 50 percent of their time serving as Canpus Col | ege
Chairs (CCC). Essentially, each academ c program at each
maj or canpus has a CCC, who helps to recruit part-tine
faculty, to guide curricular reviews, and to generally

adm ni ster the departnent, nmuch as a departnent chair does
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inatraditional university (the full governance structure
i s discussed | ater).

The academ c calendar is a significant departure from
that followed in traditional institutions, in that courses
begin virtually every week of the year, and run for only
five or six weeks, depending on degree level. Thus, a
student can enter UOP in Novenber, for exanple, and find
courses to take at that tine, rather than being forced to
wait until January or Septenber, as would be common in the
non-profit sector. Students are advised not to take nore
t han ei ght courses per year, but many are able to do that.
Furt hernore, when a student begins at UOP, he or she wll
meet with an adviser and plan the entire sequence of courses
frombeginning to end so that the student can plan well in
advance to nove through the program quickly and efficiently.
These features are all part of the UOP phil osophy of
custoner-centered conveni ence, with education provided to
meet the student’s needs and schedule, not that of the
facul ty.

One of the nore controversial aspects of the
educati onal nodel anong traditional academ cs is the central
production of common course syllabi, rather than the

di stinct creation of each course by each faculty nenber, as
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is coomon in the traditional sector.® Desi gni ng one’ s own
course and syllabus is a central feature of faculty autonony
in the traditional college or university, and to have the
course handed to one already designed and devel oped is
sinply contrary to traditional faculty culture. Derisive
references to “MEducation” are often heard fromfaculty who
| earn about this feature of the UOP nodel. What it neans
for UOP is that the general outline and objectives of each
course offered on one canpus is roughly identical to the
sane course offered on any other canpus, and various scal e
econom es can be derived fromthis standardi zation. For
exanpl e, publishers are nore than willing to produce printed
texts for a UOP course, for they know that demand for the
text wll be substantial throughout the UOP networKk.

Furt hernore, practitioner faculty are not required to spend
the tine designing their own courses; in essence, they serve
as facilitators of the common syllabi, and can thus enter

the system w thout having to undertake the tine-consum ng

Uni versity of Phoenix Comrent: “John Sperling makes an interesting
point on this subject. At a recent conference of university presidents
he asked how many had taken an econom cs course as an undergraduate in
which the text was witten by Paul Samuel son. Most raised their hands.
He asked what was the difference between a common content outline for
UOP courses and the obviously common content outline across these the
many institutions. His point is that it is the individual instructor
who brings variety and richness to the course and argued that the varied
prof essi onal experiences of our practitioner faculty would actually
produce nore richness.”
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task of course design.10

Over tinme, the nore experienced
faculty at UOP have an opportunity to custom ze the courses
they teach to some degree, provided the educationa

obj ectives are all net. |Indeed, one instructor’s proposed
changes may be considered for adoption into the comon
syl | abus, thus becom ng part of each instructor’s program
Part of the reason UOP can pay relatively low salaries to
practitioner faculty is that the task of course design is
not part of each professor’s burden. The common course
design al so neans that a student who noves during the
programto another state, can continue the programwth

m ni mal disruption, as the courses are essentially identical
in each | ocation.

Mention was nmade earlier about Learning Teans, an
essential feature of the UOP nodel. 1In every course,
students are broken down into group of three to five
students who neet together without a faculty nenber for four
hours each week during the course. |In that setting, they
work on projects or topics that are assigned as part of the
syl I abus, and often report on their teamwork in the next

full class session. In a five week course, therefore, there

0 Uni versity of Phoenix Comrent: “You would have to ask our faculty
about this. Most put many hours into preparation for a course—
especially the first time they teach it—and treat the outline as a
begi nni ng, not as the end.”
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are 20 faculty contact hours, but 40 hours in which students
are engaged in an organized |learning activity. This feature
of the UOP programis key to understandi ng the econom cs of
the UCOP nodel, and is discussed nore fully subsequently.
Anot her key feature of the UOP nodel is the absence of
bricks and nortar libraries, replaced with a totally online
system Each of its instructional sites has a Learning
Resource Center with workstations and work areas that
support use of the Digital Library. The digital collections
are designed to support the curriculum wth access to
mul ti pl e data bases, includi ng newspaper and journal
collections. Reference librarians are avail able in person
and online, and help the students | ocate needed materi al s.
In several |ocations, UOP has negotiated agreenents with
full -service libraries, often in traditional universities,
for UOP student use, supplenenting the materials avail abl e
online. The Digital Library is clearly designed for
instructional support rather than research support, and can
thus be imted to those itens needed for the standardi zed

courses. Economes of scale clearly generate efficiencies

in this expensive area of educational support and service.

11 - . . .
The absence of a traditional |ibrary has been an issue in severa

states as UOP seeks licensure, but negotiated agreements with existing
libraries have generally been accepted as neeting that requirenent.
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A note on educational facilities. UOP nornally |eases
their space, which is often designed and built to their
speci fications. The buildings appear to be traditional
of fice buildings on the outside, and are usually | ocated
just off major freeways, with plenty of parking. d assroons
are traditional, and nost facilities have conputer | abs,
where various fornms of instruction take place.

Adm ni strative and admi ssions offices are on site, as is a
limted bookstore, but the broad array of student services
found on a typical canpus (dining halls, |arge book stores,
gyns and ot her recreational venues, athletic fields,
dormtories) are not present, nor needed. Furthernore, with
cl asses at night, the classroons are generally enpty during
the day, with only adm nistrative functions in operation.

In short, the physical plant is designed to service the
limted needs of part-tine, adult students, confortably but

with no frills.

UOP Economni ¢/ Busi ness Mbde

How i s the University of Phoenix able to generate such
|arge profits froman activity that in the non-profit
sectors of public and private higher education requires
substanti al subsidy? Tuition differences are not the

answer, as tuition charges in nost private, non-profit
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institutions are as high or higher than they are at UOP

| ndeed, an undergraduate student at UOP woul d expect to pay
about $8,000 for one year’s course of study, a figure well
bel ow the tuition of many private colleges. As UOP is not
eligible for charitable gifts, it does not have that revenue
source, nor does it have an endownent or receive research
grants. In short, it survives on tuition alone, and as its
charges do not exceed those of many non-profit institutions
that require additional subsidies, the answer nust be found
on the cost side.

Bef ore | ooking at specific issues, the overarching
point is that a conparison of UOP and traditional
institutions is really a case of apples and oranges.
Traditional four-year colleges and universities cater to
full -time residential students, in single physical sites,
and with a vast array of related activities that UOP does
not undertake. Universities are nulti-product firns that
conduct research, graduate and professional education,
under graduat e education, and public service. Their multi-
pur pose nature entails extensive physical plant investnents
in dormtories, student unions, libraries, |aboratories, and
athletic facilities. Universities are not unlike snmall
cities, and carry the cost consequences of that form of

activity and organization. UOP is singularly focused on
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part-tinme adult students, and thus does not have to invest
in nmost of this high-cost infrastructure. UOP al so benefits
from econom es of scope and scale, as it spreads the cost of
curricul um devel opnment and organi zati on over hundreds of
sites. Founder John Sperling and Robert Tucker mneke these

observations in their 1997 book, where they elucidate their
nodel of an adult-centered professional university.12

In the remai nder of this section, we will |ook briefly
at the conponents of their business nodel, highlighting the

factors that appear to be key to their success. =3

Faculty Labor Supply: As noted earlier, the vast

majority of the faculty are practitioners who are fully

enpl oyed el sewhere than at UOP. They teach part-tine in the
evenings for UOP for a variety of reasons, many of them non-
nmonetary. The pay for a five or six week course is in the
range of $1,000 to $1,600, not a bad hourly rate but hardly
enough to notivate many of those involved purely for the
pay. The non-nonetary benefits include faculty status

linked to the professional field in which the practitioner

12 John Sperling and Robert W Tucker, For-Profit Hi gher Education
Devel opi ng a Wrl d-Cl ass Workforce (New Brunswi ck, NJ: Transaction
Publ i shers, 1997), pp. 35-50.

13 In this section, the author draws in part on information gained while
serving as a menber of a New York Regents review team considering the
application of UOP to begin offering courses in New York. The team
spent three days in Phoeni x and Tucson reviewi ng all aspects of the UOP
operation, August 6-9, 2000.
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wor ks, contact with m d-career adults eager to |earn nore
about the profession being studied, and an ability to keep
abreast of developnents in the professional field of study.
As noted earlier, unlike adjunct faculty at traditiona
canpuses, UOP faculty do not feel |ike second-class
citizens--they essentially are the faculty of the
University. In interviews, what canme through was the sense
of pride and ownership expressed by many faculty, coupled
wi th nunerous comments that, “W don’'t do this for the
nmoney.” The upshot is that UOP enploys a faculty for a
fraction of the cost borne by colleges and universities who
hire nostly full-tine personnel.14

A key factor often overlooked is the short tine
comm tnment required for each course taught. Essentially, a
faculty nenmber gives up five or six evenings per course, or
bet ween 20 and 24 hours of classroomcontact. Wile there
are sonme additional time requirenents, the syllabi supplied
by the University cuts down on one of the major activities

that traditional faculty nust undertake. It should al so be

4 Uni versity of Phoenix Comment: “We know based on our earlier

di scussions that you believe this [ ast sentence relating to the
econonmics is the primary and overarching reason for the faculty nodel.
VWile it certainly is one of the enabling “benefits” of the nodel —the
truth is that the academ c reason is, to us, the primry reason. W
believe that the population we serve is better served by a practitioner
faculty. It may be difficult for someone whose frame of reference is
traditional higher ed to inmagine that, given a choice, an institution
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noted that, unlike traditional institutions, faculty at UOP
generate 3 or 4 credit hours per course with half the
contact -hour input, i.e., 20 to 24 hours rather than the 40
to 42 that is the normal requirenment widely followed in

hi gher education. To generate the conventional nunber of
contact hours, UCOP faculty would either have to neet two
eveni ngs per week, or the classes would have to expand to 10
to 12 weeks. G ven the type of faculty who work for UOP, it
seens |ikely that many fewer would be interested in teaching
if it meant twice the hours of work, even though pay woul d
presumably have to double as well.

The students, however, do neet for the conventi onal
nunber of hours per credit because they do neet twi ce a
week, once with the faculty nenber in class and a second
time in learning teans of 3 to 5 students. The faculty
menber is not present when the |earning teans neet. The
| earning teans engage in projects related to their course
assi gnnments, working as teans rather than on their own. UOP
touts this nethod as devel oping the teamwork skills required
by nobst modern jobs, and criticize the traditional
uni versities for enphasi zing solo work and conpetitive

intell ectual devel opnent. Wthout taking a position on the

m ght choose for any other than econom c reasons not to enploy a
traditional faculty, but it’s true.”
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pedagogi cal aspects of this nodel, it should sinply be noted
that the five week, 20 hour requirement for faculty is
absolutely key to the successful econom c functioning of the
University. Wthout this approach, faculty | abor supply
woul d be sharply di m nished, and/or |abor costs would rise
appreci ably. The basic econom cs are sinple and obvi ous.
| f the typical class enrolls 20 students at $800 tuition
each, revenue equals $16,000. If the faculty nenber is paid
$1,600 to $2,000, that |leaves at |east $14,000 to cover al
ot her costs plus profit. So |ong as demand renai ns strong,
UOP is a veritable noney machi ne.

The University has encountered problenms with
regul ations in sone states that require the traditiona
nunber of faculty contact hours, and the University’s
response has been to argue that it is a mstake to rely upon
i nput nmeasures rather than output neasures to eval uate
educational quality. The heavy enphasis placed on
evaluation is, no doubt, partly caused by the need to back
up this argunment, which is critically inportant to the
Uni versity not only educationally, but also economcally.

Student Tine: A second key to the University’ s success

has been a focus on making the best possible use of student
time. Conveni ence and service are the hall marks, and the

student is viewed as a custoner, not as a client or a



25

> Even the location of the classrooms in

supplicant.1
bui | di ngs adj acent to freeway off-ranps, with anple parking,
is planned to maxim ze student ease of physical access. The
fact that students can start courses during virtually any
week of the year also minimzes lost time conpared to the
Fal |/ Spring pattern of traditional institutions.

A student who contacts the University neets with an
Enrol | ment Counsel or who eval uates past course work and | ays
out a plan of courses |eading to degree conpletion, i.e.,
the student’s course of study is fully napped out before he
or she begins. The student can plan with certainty that
courses will be offered on the schedul e provided, a feature
not always found in traditional universities. The entering
student goes through an initial orientation session
| earning how to use the electronic library and how to access
various services such as witing and math/statistics
| aboratories. He or she al so undergoes a variety of
educati onal assessnents for diagnostic and eval uation
pur poses, and |learns how to order textbooks electronically,

which are delivered directly to the hone. Wthin a nmatter

° Uni versity of Phoenix Coment: “This is an interesting point. Is it
possible that there is a sense in which students can be both students
(in one traditional sense of the word) and custoners, when it cones to
support services, program design, and nodel ?”
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of days, the new student can be enrolled and working toward
a degree.

The University is also not notivated to be demanding in
awarding credit to the student for prior course work.
Transfer credit falls into two categories: credits froma
regionally accredited institution and those that are awarded
t hrough the University's Prior Learning Assessnent program
The | atter program assesses and awards credits based on
participation in professional training, on standardized
testing such as CLEP, and on life experience (experiential
learning). To gain credit for experiential [|earning,
students nust enroll in a course that hel ps them prepare a
portfolio for assessnent and evaluation. A maxi nmum of 30
credits can be earned for each of the foll ow ng:
prof essional training (such as courses given by the Anerican
I nstitute of Banking), experiential |earning, or
standardi zed testing. No student can be awarded a total of
nmore than 60 credits through all types of Prior Learning
Assessnent .

For those famliar wth credit transfer in traditional
institutions, UOP appears to be very |iberal and non-
demanding. One could say this policy is further evidence of
the “student as custoner” focus, as it clearly helps

students to receive maxi num feasible credit for prior work.
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It is further evidence of the [imted interest UOP takes in
the first 60 credits of general education, as the real focus
of their programis in the upper division third and fourth
years, which concentrate on the major field of study. The
North Central Association criticized UOP in its 1992

eval uation for not having a rigorous general education
conponent, and the University responded by creating a Dean
for General Education and investing nore in this area. It
remai ns, however, a relatively weak part of the program16

Course Syllabi: In ny experience, nmany academ cs know

(or think they know) two things about UOP. First, a
surprising nunber of people believe UOP is a virtual

uni versity, offering courses solely online. This
perception, of course, is in error. The other thing they
know i s that course syllabi are centrally produced and
effectively franchised, the “MEducation” criticism On the
second of these two points, the perception is not wong,

al beit somewhat exaggerated. Course syllabi are produced
collectively, with input fromindividual instructors, as
well as fromthe full-tinme faculty in each area. (There

exists a faculty hierarchical structure, which, in

6 Uni versity of Phoenix Comment: “"Using traditional standards and
conventions one could nake this argument—but, again, this area is the
subj ect of constant evol ution and devel opnent, and is appropriate to the
popul ati on served.”
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descendi ng order, includes the Canpus Col |l ege Chair (CCQO),
Assi stant Departnment Chairs (ADC), the Faculty Curricul um
Coordi nator (FCC), and practitioner faculty. Only the CCC
is afull-time faculty nmenber.) Once adopted, experienced
faculty nmenbers are free to deviate and custom ze a course
to some degree, providing they can denonstrate that the
students are covering the material prescribed for the

cour se.

These common syl |l abi nean that a new instructor is
provided with the course plan in advance, together with
faculty guides and related materials. This policy also
nmeans that a given course taught in one location will be
virtually identical in content to the same nunbered course
in another |ocation. Students who nove before conpleting a
degree, therefore, can shift fromone canpus to another with
little academ c disruption. It also neans that UCP reaps
significant econom es of scale, which gives the University
enor nous buyi ng power w th book publishers. Gven the size
of market, publishers are nore than willing to produce
custom zed texts for each course, made avail able only to UOP
and its students. Wiile nost full-tine faculty in
traditional institutions take great pride in creating their

own uni que courses and syllabi, there is clearly sonething
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to be said for this type of collective course design and
i npl enent ati on.

Online Courses: Begun in 1989, Phoenix Online is the

fastest growi ng segnent of UOP, and is treated as a distinct
unit for financial analysis. (The online part of the
University has its own “tracking” stock listed on the NASDAQ
exchange.) |In Novenber 2002, nearly 50,000 students were
enrolled in a Phoenix Online course, and revenues were
reported at $327 mllion for that year.17 Many UOP students
t ake sone courses online, and sone in actual classes. The
online coursework is essentially the sane as in the cl asses,
and it is distributed in a relatively |lowtech fashion,
relying on e-mail and web-sites. Courses are typically
smal l er, around 9 students, for the demands on faculty for
e-mail contact are sufficiently tinme-consum ng that fewer
students can be taught via distance |learning than in the
group fashion of the classroom Faculty nmenbers produce a
weekly lecture, distributed as a text-formatted Word
docunment rather than as a videotape. Parts of the course
are asynchronous, but other parts are real -tinme discussions,

enabl ed by group-coll aboration software.

17 Fl orence O son, “Phoenix Rises,” The Chronicle of Hi gher Education

November 1, 2002.
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Many organi zati ons have attenpted to enter the distance

d18

| earning world, and few have thus far succeede In some

cases, conpani es have spent far too nuch on production

val ues, rendering their offerings too expensive to return a
profit. In other cases, universities and rel ated spin-off
ventures have overestimted the demand for such

i nstruction.*® The Uni versity of Phoeni x would seemto be
one of the few success stories in this area, generating and
nmeeti ng substantial demand, keeping the technol ogy sinple
and cost-effective, and turning a profit on the effort.

Facilities: Physical facilities are a nmjor expense

for traditional colleges and universities, but UOP has

devel oped a cost-effective way to avoid |large outlays. The
needs of the University are far less than for traditional,
residential colleges; UOP requires no dormtories, no
athletic fields, and even no science | aboratories, as they
do not teach | ab science courses. \Wat they need are

cl assroons capabl e of hol di ng 20-25 students, admi nistrative
space for staff and other full-tinme personnel, conputer

facilities, space for a Learning Resource Center (electronic

18 As this is being witten (January 2003), Colunbia University has

announced that it would discontinue its highly-touted venture, Fathom

an online nmulti-institution, nmulti-nedia, effort to enter this arena.

19 Uni versity of Phoenix Coment: Another reason is the failure to

invest as heavily as UOP has in the student service infrastructure for
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library), and limted office space for faculty. These

requi renents are easily nmet by a normal office building near
a well-traveled freeway, wth easy access and plenty of

par ki ng space for staff and students. UOP |eases their
facilities fromowners willing to construct new buil di ngs,
or nodify existing ones, to their specifications. Leasing
obviously ties up nmuch I ess noney than owni ng buil di ngs, and
provides UOP with the ability to devel op space for new
campus sites quickly.20

Student Finance: Wth a student body conposed of

wor ki ng adults and fam |y incomes averagi ng bet ween $50, 000
and $60, 000, student finance is not the severe problemfor
UCP that it can be for colleges and universities serving a
younger popul ati on made of up full-tinme, |owincone
students. Nearly 60 percent of enrolled students at UOP
receive sonme tuition assistance from enpl oyers, a mnuch

hi gher rate of such support than would be found in
traditional institutions. Because UOP is an accredited
institution, students are eligible for federal and state
student aid prograns if they neet the academ c workl oad and

incone tests required by the various prograns. And, of

online students instead of trying to serve themw th the same processes
and staff as the ground-based students.”

0 Sperling and Tucker, op.cit p.42, indicate that UOP can be up and
running at a new location within six nonths.
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course, many of the working students can afford to pay the
$800 to $900 per course tuition fromtheir own resources.
Summary: UOP has been financially successful because
it focuses on a narrow range of career-oriented prograns
that can be provided at | ow cost through the use of part-
time practitioner faculty follow ng a standardi zed
curriculumthat yields substantial econom es of scale. UCP
avoi ds many of the costs traditional colleges and
universities incur for residential prograns and research
activities, and they concentrate on a relatively high-incone
popul ati on that does not require substantial student aid.
Students are treated as custoners, and all UOP prograns are
focused on maxi mum student conveni ence and rapid degree
conpletion. Their prograns are sufficiently well regarded
by enpl oyers that nmany of thempay the tuition for their
student/ enpl oyees. UOP online courses appear to be anong
t he nost successful in operation, in part because of
relative sinplicity, low costs, and integration with the
array of regular classes. As the University expands each
year into one or two new states, they are effectively
saturating the adult, part-tinme market in the for-profit
sector, and are discouraging other for-profits from

attenpting to conpete with themon a broad scale. UOP has a
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very sound busi ness plan, for which the market is

conpensati ng stockhol ders handsonel y.

Gover nance

In traditional colleges and universities, one speaks of
governance and of adm nistration, but |ess often of
managenent. Sperling and Tucker argue that:

The University of Phoenix is unique in that it

i s both managed and governed. The University is a

for-profit service corporation in which the Board

of Directors sets policies and busi ness strategies,

and nmanagenent carries out the policies and

strategies. The faculty and its nom nated academ c

governi ng body, together with the students and staff,

oversee the quality of the educational services being
delivered, and the teaching faculty and students

create the dynam cs of the teaching/l earning process.21
| ndeed, UOP has created parallel lines of authority, with
academ c i ssues brought up through faculty, Canmpus Coll ege
Chairs, Deans, and ultinmately to the Provost, while the
fi nancial dinmensions are brought up through a paralle
organi zati on on the business side. The result is that there
is a place for advocacy of academ c issues that is not
automatically trunped by financial considerations. For
exanpl e, the type of conflict that can arise may occur when

an accrediting body for a professional field, such as

1 Sperling and Tucker, op.cit., p. 98.
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Counseling, requires nore coursework than state |icensure
requirenents. The academi c side of the University wll
press for the accrediting standard, while the business side
will argue for the nore streanined approach. Regardless of
whi ch side prevails, the structure supports this debate,
whi ch froman acadenic point of view, is to the University’'s
credit. The University appears to have taken an enlightened
view of their long-run interest in not deciding all academc
deci sions on a purely short-run financial basis.

Whereas a traditional college or university has an
enornous investnment in the quality of its faculty, and
provi des numerous procedural safeguards, including tenure,
to ensure acadenmi c freedom for teaching and scholarly work,
the situation at UOP is different. Critics often argue that
traditional institutions are nore faculty-centered than
student -centered, and while this may be an exaggerati on,
there is nore than a grain of truth in that observation
There are reasons to be faculty-centered in that the
reputation and scholarly productivity of faculty |argely
determi ne the prestige and status of the institution, which
enhances the ability to attract high quality students,
research grants and contracts, and gifts from gratef ul
alumi. Wth UOP, however, these considerations are

distinctly secondary to the all-consum ng focus on student
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satisfaction. |If a practitioner faculty nenber receives
consi stently poor eval uations, that person is dropped. Even
the full-tinme faculty spend half of their tine adm nistering
progranms, and thus are as nuch administrative as academ c in
their focus. UOP faculty, in short, are enpl oyees, do not
have tenure, and can be let go, subject to | aws that prevent
w ongful dismssal. Under these circunstances, many of the
governance i ssues that absorb tine and energy in traditional
institutions sinply are not present. The nodels are sinply

di fferent.

Wakness or Questions Regardi ng the UOP Educati onal Mode

A central purpose of this study has been to determ ne
what m ght be | earned from successful for-profit, degree
granting institutions such as UOP, and derive inplications,
if any, for the traditional sectors of higher education.
Before turning to that task, let ne first identify those
areas of UOP operation that, in ny judgnent, represent
actual or potential educational weaknesses. Mich of this
paper has enphasi zed the strong and successful features of
the University, but those observations need to be bal anced
by a brief summary of areas that seem | ess positive, or at

| east open to question.
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First, it seens apparent to this observer that UOP has

relatively little interest in the general education aspect

of their undergraduate programs,22 focusing instead on the
professional training that occupies the | ast two years.

This criticismextends to the transfer criteria they apply,
and the willingness to bend over backwards to give credit
for virtual any activity that can be construed as related to
college work. This policy clearly reflects the fact that
UOP does not convey a strong sense of broad educati onal
purpose; its progranms are intensely focused on training and
i mredi ate rel evance to the workplace. Wile sonme nay see

this trait as a strength, it can also be seen as a weakness.

2 Uni versity of Phoenix Comment: “We disagree with this
characterization. A very small percentage of students actually use
prior learning credits and of those who do, the average nunber of
credits applied is 15. Further, there are specific requirenents for the
di fferent areas of general education. Thus, sone credits accepted may

not fall into any needed general education area and even though they are
transcri pted and, therefore, students end up taking the requisite
coursework after all. Your conclusions appear to be based on an

inmplicit assunption that adult educators have contested for years and
that led to the devel opment of the prior |earning assessnent system

That assunption is that the correct and acceptabl e place for education
and learning is the classroom In truth, of course, npst of what we
learn in life we |earn outside of structured |earning environnents. PLA
is a recognition of that fact. The process is designed to recognize
that college level learning takes place elsewhere and it creates a
systemto evaluate that learning. Finally, our higher education system
continues to operate under the fiction that students should go through a

“coherent” programof study. 1In reality nost students these days, even
a good many of the traditional, full-time residential students (who now
conprise only 16% of the student population) will transfer from

institution to institution or bring in credits froma variety of places.
Besi des, the snobrgasborg that now nakes up general education in nost
institutions can scarcely be described as coherent.”
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Second, the fact that UOP awards credits for 1/2 of the
faculty input as traditional universities raises a question
about educational production. | have sone synpathy with the
UCP vi ew t hat educati on should not be neasured exclusively
by inputs, and they do a good job of testing and eval uating
students along the way, i.e., outcone assessnent.
Nonet hel ess, nuch hinges on the quality of the tinme students
spend in the learning teans, and a cynic m ght suggest that
students have been known to shirk efforts that are not
noni tored. Furthernore, students in traditional universities
often gather into i nformal study groups and undertake many
of the same activities that presunably happen at UOP, and
this on top of 40+ contact hours with a faculty menber. 2> |
amnot in a position to render a conclusive judgnent on this
uni que feature of the UOP | earning nodel, but it remains a

guestion unresolved to ny satisfaction.

Uni versity of Phoenix Comrent: “Again, we're dealing with adults
here, who bring an average 14 years of work (and adult |ife) experience
to the classroom There is nmuch horizontal |earning taking place and,
in some real senses, these students are experts. More inportantly,
however, you seemto overlook the follow ng points: (1) that the 40+
hours “schedul ed” with a faculty nenber often does not represents
contact with a faculty nenber at all (because students are nobst often
not required to attend); (2) that the tine spent in those 40+ hours do
not all represent time on task; or (3) that the quality of contact is
contextual —i.e., you can't argue that faculty contact in the large
| ecture sections that nmake for a great deal of the general education in
nost institutions (tal k about an econom ¢ nodel —Apst agree that the
| ecture nodel to |large nunbers is the worst way to teach and yet it's
the only way our system can bal ance the books) represents the sane
quality of contact, albeit fewer hours, in an 10-15 student classroom
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Third, the near total reliance on a part-tine,
practitioner faculty would be viewed in a traditiona
col l ege or university setting as an absol ute scandal, and
the institution would be scorned by its peer institutions
(assum ng any woul d acknow edge it as a peer).

G ven the focus UOP has adopted on providing professional
skills to a part-time, enployed adult population, this
potential criticismseens |ess pertinent. Mbst progranms of
continuing education offered by traditional colleges and
universities also rely on part-tinme faculty, although in
many cases these are regular faculty teaching on overl oad.
| suspect that were UOP to enter the market of full-tine
under graduat e educati on using the sanme educati onal nodel,
the faculty issue would take on nmuch greater salience, and
be far nore controversial.

UOP has had difficulties with sone state regul atory
bodi es because of the lack of a bricks and nortar library.
I n sone instances, they have had to enter into contracts
with local universities to provide student access to a
regular library collection. The narrow focus of the Phoeni x
prograns nmay be the best response to this question, for

students are rarely expected to engage in broad research

Finally, we think you gloss over the outcones argument. Wy should
students spend nore tinme if the learning is equival ent?”



39

beyond the bounds of the literature available electronically
in the Learning Resource Centers. UOCP is not about general
education, and does not award degrees in liberal arts and
sci ence disciplines, where broad library resources are a
prerequisite. Gven their focus, | amnot inclined to be
critical of the approach they have taken to this educati onal
resour ce.

Finally, it is worth noting that UOP could not exi st
were it not for the scholarly and publishing work
acconpl i shed by faculty in traditional institutions.
Essentially, UOP rides on the availability of scholarly
knowl edge generat ed el sewhere, and packages that know edge
effectively for adult students. One m ght argue that a
gl obal econonic anal ysis of UOP would have to credit
traditional academia with generating an enornous externality
for the benefit of UOP and its students, in that the
educational materials used are derived fromthe scholarly
work of faculty in non-profit institutions. Wat this neans
is that an entire educational system populated only with
UOP-type institutions would be intellectually barren and
woul d not produce new knowl edge. UCP thus depends

critically upon the existence of the traditional sector for



40

nmost of its intellectual input and for its ultimte

SUCCGSS.24

| nplications for Traditional Hi gher Education

In the final chapter, we will sketch a broader view of
the inplications for traditional colleges and universities
of the growh of for-profit, degree-granting institutions.
In this section, enphasis will be on inplications of the UOP
nodel al one.

A first lesson is the obvious success of UOP s enphasis
on service and conveni ence for adult students. While nmany
traditional institutions serve this constituency, often
t hrough di vi sions or schools of continuing education, few
have gone so far as UOP to nmake the experience effective and
efficient for the student. By starting a new type of
University, the founders were able to dispense with many of
the traditions and bureaucratic ways of doing things that
slow or inhibit adaptation to new clientele on the part of
ol der institutions. The availability of evening courses at
conveni ent | ocations wi th good parking, the flexible

cal endar with courses starting every week, the five and six

4 Uni versity of Phoenix Comment: “This suggests that there is no
schol arshi p taki ng place anong our faculty, a conclusion that research
proves squarely not to be the case. But suppose it were true: we nake
no suggestion that UOP is “the” nodel for the future of higher
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week course schedul e, and superb support services have al
contributed to the runaway success of UOP. All colleges and
universities can learn fromthis student-centered approach.

The radically altered faculty role is potentially the
bi ggest chal |l enge presented by the UOP nodel, but it is far
fromclear that the way UOP manages faculty has neani ngf ul
inplications for the rest of the enterprise. Faculty at UOP
are part-tinme enployees, and they are paid exclusively for
teachi ng and providing rel ated student services. Scholarly
work is not part of the job, and the institution of tenure
is inconceivable. This approach would be nore threatening
to faculty in traditional colleges and universities if the
UOP enpl oyed a large, full-time faculty, but since they rely
al nost totally on part-tinme practitioners, the connections--
and inplications--are far from obvi ous.

Finally, while UOP conpetes on the margin with certain
types of schools, our research suggests that they are
| argel y extendi ng hi gher education opportunities to a group
of students who woul d otherwi se not enroll in traditional
progranms. There are clear exceptions to this
generalizations for those traditional prograns that focus on

the part-tine adult population, but this is not a core

education—ust that it is “a” nodel, and an appropriate one at that, for
and institution with a specialized mssion.”
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busi ness to many coll eges and universities. Indeed, John
Sperling was notivated to start UOP because he found that
few universities took the part-tine adult popul ation very
seriously. Were UOP does conpete with traditiona
institutions, conpetition will generally be beneficial to
students, and there is no reason to decry that outcone. On
bal ance, the education of working adults has been

strengt hened and i nproved by the existence of UOP, and the

nation is the better for it.



