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Summary

The FTC has uncovered that University of Phoenix, a massive for-profit university,
scammed its students by luring them in with false job placement promises.

Enforcement actions against bad actors in this sector can set the stage for student debt
cancellation, revocation of taxpayer subsidies, and protection of hard-earned benefits for
military service.

This and other recent enforcement actions demonstrate the agency’s reemergence as a
critical watchdog of companies that abuse students, veterans, and taxpayers.

Introduction

Every year, roughly one million Americans default on their student loans. The consequences of
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explosion in for-profit college fraud,’ similar problems coincided with the passage of the Post-
9/11 GI Bill in 2008.°

After the financial crisis, many wondered whether the FTC would ever act to tame the latest
abuses in the industry, despite its clear and unambiguous authority to do so.” Today, the FTC is
demonstrating that the agency is here to stay when it comes to policing the sector. The
Commission has settled charges with the University of Phoenix that it deceived students about
their job prospects. The company will pay $50 million in restitution and will cease collection of
certain unpaid tuition balances.®

I am hopeful that this action, along with recent actions against DeVry Education Group and
Career Education Corporation, mark the beginning of a more concerted effort by the FTC to
safeguard students and veterans from the consequences of debt and default.

History of FTC Efforts in the For-Profit Sector

The FTC has broad authority to target unfair and deceptive practices in the for-profit school
sector, but its approach has varied over the years.

In the late 1960s, the passage of the Higher Education Act, combined with benefits for those
returning from Vietnam, opened the floodgates to widespread fraud.® In response, the FTC
undertook a major industry-wide investigation, and began bringing lawsuits against for-profit
colleges — filing more than two dozen from 1970 to 1974 alone.'® The Commission also
introduced a Guide for Private Vocational and Home Study Schools, which detailed practices the
FTC determined were unfair or deceptive. Finally, in 1976, the FTC published a landmark 552-
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employers, misrepresentations about transferability of credits, and “an appalling lack of
substantiation for the job and earnings claims that are made.”*2

The report criticized not only unscrupulous schools but also the efficacy of the FTC’s
enforcement strategy. In particular, the report found that the industry was failing to comply with
the Commission’s voluntary guides, and that “case-by
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Commission’s complaints suggests that the Secretary of Veterans Affairs may need to disqualify
or sanction companies subject to recent FTC enforcement actions. 2*
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Conclusion



