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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 

https://review.chicagobooth.edu/public-policy/2019/article/who-s-fault-student-loan-defaults
https://www.brookings.edu/wp-content/uploads/2015/09/LooneyTextFall15BPEA.pdf
https://collegescorecard.ed.gov/data/
https://vetsedsuccess.org/wp-content/uploads/2019/04/VES_Instructional_Spending_Report_FINAL.pdf
https://ec.militarytimes.com/static/pdfs/DoD-Letter-to-University-of-Phoenix-10-09-2015.pdf
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explosion in for-profit college fraud,5 similar problems coincided with the passage of the Post-

9/11 GI Bill in 2008.6  

 

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.7 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.8 

 

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.9 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.10 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-

https://tcf.org/content/report/vietnam-vets-new-student-loan-program-bring-new-college-scams/?session=1
https://veteranseducationsuccess.org/90-10-loophole
/sites/default/files/documents/public_comments/16-c.f.r.part-254-private-vocational-and-distance-education-schools-vocational-school-guides-543519-00008/543519-00008.pdf
/sites/default/files/documents/public_comments/16-c.f.r.part-254-private-vocational-and-distance-education-schools-vocational-school-guides-543519-00008/543519-00008.pdf
https://files.eric.ed.gov/fulltext/ED134790.pdf
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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.”12  

 

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

https://www.help.senate.gov/imo/media/for_profit_report/PartI-PartIII-SelectedAppendixes.pdf
https://www.help.senate.gov/imo/media/for_profit_report/PartI-PartIII-SelectedAppendixes.pdf
https://www.nytimes.com/2011/09/22/opinion/for-profit-colleges-vulnerable-gis.html
/news-events/press-releases/2015/05/ashworth-college-settles-ftc-charges-it-misled-students-about
/news-events/press-releases/2015/05/ashworth-college-settles-ftc-charges-it-misled-students-about
/news-events/press-releases/2016/12/devry-university-agrees-100-million-settlement-ftc


 

/news-events/press-releases/2019/08/operator-colorado-technical-university-american-intercontinental
/news-events/press-releases/2018/09/ftc-takes-action-against-operators-copycat-military-websites
/system/files/documents/cooperation_agreements/ftc-va_memorandum_of_agreement_2018_1.pdf
https://static1.squarespace.com/static/556718b2e4b02e470eb1b186/t/59fa600671c10b386ab1d1f9/1509580807045/Yale_Law_School_Analyis_of_VA_Authority.pdf
https://static1.squarespace.com/static/556718b2e4b02e470eb1b186/t/59fa600671c10b386ab1d1f9/1509580807045/Yale_Law_School_Analyis_of_VA_Authority.pdf
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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. 24

https://www.hlcommission.org/Policies/recruiting-admissions-and-related-institutional-practices.html
https://www.hlcommission.org/Policies/recruiting-admissions-and-related-institutional-practices.html
https://tcf.org/content/report/vietnam-vets-new-student-loan-program-bring-new-college-scams/?session=1
https://files.eric.ed.gov/fulltext/ED134790.pdf
https://tcf.org/content/report/dear-colleges-take-control-online-courses/
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Conclusion 

 


