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Prevailing model for Higher Education

e Model for modern university was developed for
the economic and intellectual classes of the 11t"
century

Based upon an agrarian calendar which was
appropriate for the 1800’s, while colleges and
universities are being asked to prepare students
for careers in the 215t century

The current funding model, delivery model and
business model are unsustainable under current
conditions going forward
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Can we afford to continue under
current model?

e Student debt is at S1-Trillion and growing

e U.S.is now ranked 12t in college degrees held by
25-34 year olds (down from #1 just a few years
ago) — the next generation may be the first in
history with a lower educational attainment than
their parents

on-line for profit colleges experienced a 236%
increase in new students over the past several
vears while traditional universities and colleges

grew by only 25%
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U.S. Public Colleges and Universities

The U.S. system of higher education is
acknowledged to be the best and most
accessible in the world

Implicit in the U.S. System of public
universities is a social contract

Access to higher education provides the
opportunity for social mobility

Social mobility = social stability
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External challenges

Federal budget deficit; sequestration

AR State budget; Medicare, prisons, formula
funding-predicted need versus percent met

Personal incomes relative to cost of tuition
Performance funding

Governor’s goal to double number of degreed
Arkansans by 2025

Global competition
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The Chinese word for crisis includes 2 brush
strokes. The first represents danger; one must
always be aware of the potential danger in any

crisis. However, the second brush stroke
represents opportunity . There is opportunity in
any crisis for those with the courage and
boldness to act.
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Our competition

In FY 2009, for profit institutions accounted
for over S30 billion in Pell grant awards to
their enrollees

The President of Bridgepoint Education Inc.’s
salary in FY 2009 was $20.5 million; $0.30 out
of every dollar collected is profit

Drop-out rates: 84% at Bridgepoint Inc., 69%
at Kaplan (Washington Post), 66% at the
University of Phoenix (Apollo)
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76 Percent of For-Profit College Students Attend Schools that are Wall Street Owned

Private Equity Owned Publicly Traded
295,047 Students / 1,408,529 Students

BC Partners Apollo Group
Great Hill Partners Education Management Corp. (Goldman
Gryphon Investors Sachs)
Housatonic Partners Washington Post Co.
JLL Partners Career Education Corp.
Eohlberg, Kravis, Roberts Corinthian Colleges
E Co. Bridgepoint Education (Warburg Pincus)
Leeds Equity Partners ITT Educational Services, Inc.
Liberty Partners DeVry Inc.
Quad Partners American Public Education, Inc.
Willis 5tein and Partners Strayer Education, Inc.
/ Grand Canyon Education, Inc.
Capella Education Co.
Mom and Pop Lincoln Educational Services
535,450 Students Universal Technical Institute, Inc.
Mational American University
Holdings, Inc.

M Publicly Traded Mom and Pop Private Equity Owned

Source: HELP Committee Analysis of L. 5. Department of Education Fall 200% Enrcllment Data
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For-Profit Colleges Spend the Majority of Revenues on Marketing and Profit

Bridgepoint Education, Inc. — Spending, 2010

OTHER INCLUDES: Profit and Marketing:
Executive Compensation,

Lobbying, = ALL OTHER: 60 Percent
Student Services, 40.0%

Administration,

Facilities, Instruction,

Faculty Salaries and

Bad Debt Expense

Source: Bridgepoint Education, Inc. S3EC Statements

* CEO Andrew Clark’s 2009 Compensation was $20.5 Million

UA

UNIVERSITY OF ARKANSAS SYSTEM




Borrowers at For-Profit Colleges Account for Almost Half of All Loan Defaults

Share of Enrollment Share of Defaults

M For-Profit Schools All Other Schools

Source: U. S. Department of Education Cohort Default Rate Data
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Where are Federal G.I. Bill Dollars Going?

Top Ten Recipients of Post 9/11- GI Bill Benefits
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Help Committee analysis of Department of Veterans Affairs data; Does not include Yellow Ribbon program.
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In the traditional model of higher education,
learning is a variable while time is a constant. In
the new paradigm, learning (competency) will
be a constant but time will be the variable

On-line learning will complement, not compete
with the traditional university

Quality
Accreditation
Academic integrity
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Higher Ed model using Distance
Education to complement traditional
approaches

Semesters; 2 long semesters per year versus 8-
12, 6-week semesters per year

Specific degree programs offered in a cohort
format ; parallel versus sequential programs

Variable time versus variable learning

Efficiencies drive cost reduction which
influences tuition
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