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The higher education sector faces flat enrollment growth and 
declining pricing power for the foreseeable future 

Note: Net tuition includes tuition revenue coming directly from students, net of institutional discounts and all grant aid; All figures are real and adjusted for inflation  

Source: U.S. Census Bureau; College Board Trends in College Pricing; Parthenon HED Enrollment Forecast 
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Temporary exceptional growth 
due to high unemployment 

during recession is expected to 
return to normal 
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Graduation rates have been flat for the last decade despite a 
clear financial benefit and pressure to improve 
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Source: NCES 



The Road Ahead: The bridge ahead is out, and whether you like it 
or not, you are going to have to choose your exit soon 
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Wall Street Journal 
9/4/14 





“One has to wonder if 
American higher education 
is the proverbial frog in a 
slowly warming pot of 
water, not realizing that it’s 
about to be boiled alive.”  

…debt-service payments had 
risen 86 percent from 2002 
to 2010. 

…expanding burden of 
tuition debt is “partly driven 
by the indebtedness 
universities have taken on.” 





“Nearly half of the nation’s colleges and 
universities are no longer generating 
enough tuition revenue to keep pace 
with inflation.” 

       
              Wall Street Journal  

11/22/13 





“According to Ms. Fitzgerald, one common factor in nearly all 
of the recent downgrades by Moody’s has less to do with 
finances and more to do with leadership. “Weak governance 
and weak management” play a key role, she said, 
particularly in this “disruptive period” when colleges face 
mounting demands to control costs, improve quality, and 
adapt to new academic models.” 
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“By 1999, or sooner, all 
collegiate institutions are 
expected to be online… 
college-bound students can 
now tap into vast amounts of 
insightful information that 
was not available or hard to 
find in the past.” 
 
“You will soon have access to 
vertical browsers that go out 
on the Net to find pertinent 
and specialized college 
information for you…” 

Published in 1996 



NACAC Journal 
January, 1997 

Published in 1997 

“Technology can change the 
way teachers teach and 
students learn, and it’s 
beginning to change how 
colleges admit and recruit 
high school seniors.”  



“Economic and demographic 
shifts in the United State are 
transforming higher education.  
 
With substantial reductions in 
state funding, increasing campus 
energy and operational costs, 
endowments generating reduced 
returns, and a national economic 
readjustment of unprecedented 
proportions, higher education 
must re-examine and reposition 
itself to meet new and emerging 
challenges.” 

Published in 2009 



“Future economic and 
political circumstances 
will fundamentally change 
the role of a college 
president from one of 
building more buildings 
and growing 
endowments, to one as 
lead advocate for the 
fundamental 
transformation of the 
institution’s core 
academic product.” 

Published in 2013 



“Future economic and 
political circumstances will 
fundamentally change the 
role of a college president 
from one of building more 
buildings and growing 
endowments, to one as lead 
advocate for the 
fundamental transformation 
of the institution’s core 
academic product” 

Published in 2013 





Prospects Aged 18-24: Pretty solid “campus” interest; growing 
enthusiasm for blended, but waning for wholly/majority online 

Source: Eduventures consumer surveys in 2006 (n= 2.033) and 2013 (n= 3,080). Consumers interested in going/returning to school in the next three years 
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Prospects Aged 25-34: Enthusiasm for campus and different 
blends, but waning for wholly/majority online 

Source: Eduventures consumer surveys in 2006 (n= 2.033) and 2013 (n= 3,080). Consumers interested in going/returning to school in the next three years 
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Transformative pedagogy, compelling 
outcomes, and substantial cost reductions.  

 
Meaningful, impactful, engaging, and  

adaptive learning. 
 

Maximum mobility of content. 
 

Ongoing career and networking opportunities 
within courses and programs. 

 
Higher expectations of faculty and support 

services.  

 

Online is no longer a differentiator. 
 

Throwing vast amounts of marking money 
is not a option. 

 
Savvier consumers have many options. 

 
Talking PowerPoint slides are no longer 

cutting edge. 

Student Expectations: Online Teaching and Learning 

Today Tomorrow 
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Is online higher education like a 
1980s cell phone? 
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Exit 1 



Professors at Saint Joseph’s University are so distrustful 
of their administration that they’re running out of 
administrators to take no confidence votes in.  

“Now universities in the Pennsylvania 
State System of Higher Education are 
looking to end programs, lay off dozens 
of full-time faculty members, and cut 
ties with numerous adjuncts and more 
staffers.” 

“No such explosion of 
debt has ever escaped a 
day of reckoning and no 
such monetary surge has 
ever had a happy 
ending.”  

Exit 1 



Start with an open and honest discussion 
 

Enhanced retention efforts 
 

New and innovative paths to degrees 
 

Bold cost reductions 
 

Teaching policies that lead to greater faculty productivity 
 

Transformative pedagogy, compelling outcomes, and substantial 
reduction of instructional cost 

Exit 1 
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Exit 2 



 
“There’s shock, disbelief, confusion – we’re really just still reeling from 
this,” said a faculty member who did not want to be named, citing 
concerns about job security. “I don’t know how to express to you, in 
terms of information, how little we got [about the cuts].” 
 

“Student-loan balances increase $31 billion to $1.1 trillion, maintaining 
it s place as the fastest growing debt category.” 

Exit 2 



This exit is harder – you’ll need to explain why you 
intentionally missed exit #1 

 
Fewer options 

 
Significant capital infusion needed 

 
Need to seek out external resources and strategic partnerships. 

Consider non-profit and for-profit opportunities. 
 

Joint ventures 
 

Exit 2 
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Exit 3 



“….one of the most controversial bills, which 
would require closing four-year colleges that do 
not achieve a six-year graduation rate of at least 
50 percent.” 

Exit 3 



There’s no cavalry coming (think Detroit) 
 

Merger may be your best option 
 

Bond holders will demand restructuring 
 

Significant loss of control 

Exit 3 



Overhaul 
• Deep rightsizing 
• Fundamental changes that 

may impact the mission 

There is still time to successfully navigate your institution 
through the rough road 

Face Reality 
• Tune up the value proposition 

‒ Better segmentation and differentiation 
‒ Focus on student outcomes 
‒ Tighter linkages to labor markets 

• Identify alternative revenue sources 
‒ On-line programs 
‒ International students 

• Operational efficiency, process redesign, and cost reduction 

Sell 
• Mergers 
• Alternative capital sources 
• Teachouts 



Segmenting by motivation reveals six segments split between 
traditional and non-traditional students 

Coming of Age (10%) 
1 

Traditional (18-21 year old) students who are not yet sure what they want 
to get out of college, but have the luxury of taking the time to figure it out 

• “I am in college not only to get a degree, but to grow as a person. The 
social skills, critical thinking skills, writing skills, public address skills, and 
life skills are making the tuition price worth it” 

Student Segments 

Aspiring Academics (24%) 
2 

Typically 18-21 year old students who are more academically driven to 
achieve and often intent on graduate school 

• “I plan on completing my BA in order to be accepted in medical school... 
education as a whole gives you a great advantage. Not only when it 
comes to knowledge but also growth” 

• “I am motivated to dedicate all of my time to succeeding in school, and I 
hope a lot of people share my motivation” 

Career Starters (18%) 
3 

Traditional age students who use college to advance their lot in life. While 
some have specific degrees in mind, others just know that college will help 
them figure it out  

• “I am finally getting to complete what is necessary for my dream job” 

• “I just want to finish school. I love learning and all, but truth is I don't 
even know what I want to do in life. I just want to make sure that I will 
never be poor again” 

Note:  The final segment is “Academically Curious” who captures ~2% of the sample 

Career Accelerators (20%) 
4 

Typically older, often currently employed students who are going to college 
with the aim of advancing their career 

• “I want to graduate and prove myself that I can move forward in my 
chosen career” 

• “I am currently a CNA, and I have been in this position with my company 
for 6 years. I really enjoy it but would like to sharpen my skills and 
advance to CNA II” 

Industry Switchers (17%) 
5 

Typically older, students whose aim is to find a new career that suits their 
interests and provides them with financial security 

• “I hope to return to school, broaden my knowledge base, and have the 
opportunity to work in more than one field.  Cost and time largely impact 
the reality of achieving this goal” 

• “I messed up my chance to succeed in college by going straight out of 
high school…I am now going to get the degree I know I am capable of, 
and moving forward to get the job I want” 

Academic Wanderers (8%) 
6 

Adult students who don’t know exactly what they want out of college, but 
imagine that getting some type of  degree is worth it 

• “I want to better my life as well as my family's and feel this is the best 
way to do it” 

• “I am ambivalent about pursuing a degree, as I'm not sure how much it 
will help me advance, and I'm not sure who much work life I have left. ” 



Adult Wanderer 

Non-traditional segments are slightly more aligned in 
observable characteristics, but differ in their motivations 
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When compared to the average answers across the segments, each student type exhibited differing preferences and 
approaches to their bachelor’s degree experience… 

Career Accelerator Industry Switcher 

Q: What is the highest level of education 
you have attained? 
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Q: What is your primary motivation for 
selecting college as postsecondary plan? 
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Career Accelerators are particularly interested in credit for 
prior work and academic credit 

Q: How do you think about your experience 
in terms of satisfaction, likelihood to 
complete, etc.  
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Q: What factors did you consider when 
deciding what school to attend? 
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Q: How important are the following 
academic opportunities? 

When compared to the average answers across the segments, each student type exhibited differing preferences and 
approaches to their bachelor’s degree experience… 

Adult Wanderer Career Accelerator Industry Switcher 



There appears to be a disconnect between student needs and 
how well universities believe they meet those needs 

Survey Respondents: Demographics 

Note:  Highly Selective (0-30% Acceptance Rate); Selective (30-60% Acceptance Rate); Inclusive (60-80% Acceptance Rate); Most Inclusive (>80% Acceptance Rate) 

Source:  Parthenon University Survey (n = 78) 
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Please rate on a scale from 1 to 7, where 1 = Not well at all and 7 = Extremely well 



About Eduventures 

Eduventures is the industry leader in research, data, consulting, and 

advisory services for the higher education community. For 20 years, 

college and university leaders and education industry providers have 

looked to Eduventures for innovative and forward-looking ideas, for 

insights into best practices, and for help with making the strategic 

and operational decisions vital to their success. 

 

More about Eduventures can be found at www.eduventures.com. 



About Parthenon-EY 

About Parthenon and EY 
Parthenon combined with Ernst & Young LLP on August 29, 2014. Parthenon is a leading advisory 
organization focused on strategy consulting. We are committed to combining our unconventional 
thinking with our clients’ smarts to deliver actionable strategies. In today’s complex business 
landscape, creativity has become a necessary ingredient for sustained success. Together with EY, 
we have an ideal balance of strengths – specialized expertise with broad executional capabilities, 
intimate client relationships with larger networks of support, and proven processes along with a 
progressive spirit – to unlock opportunity for our clients, amplify the impact of our strategies, and 
make Parthenon the global partner of choice for business leaders. 
 
About Parthenon-EY’s Education Practice 
Parthenon-EY has served as an advisor to the education sector since our inception in 1991. Our 
Education Practice – the first of its kind across management consulting firms – has an explicit 
mission and vision to be the leading strategy advisor to the global education industry. To achieve 
this, we invest significantly in dedicated management and team resources to ensure that our 
global expertise extends across public sector and non-profit education providers, foundations, for-
profit companies and service providers, and investors. Parthenon has deep experience and a track 
record of consistent success in working closely with universities, colleges, states, districts, and 
leading educational reform and service organizations across the globe. 



THANK YOU… Contact Information 

Robert Lytle 
Managing Director, Co-Head of Education 
robl@parthenon.com  
617.478.7096 
 
 

Dr. Kenneth Hartman 
Senior Fellow 
khartman@eduventures.com  
609.929.8234 
 
 


